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AUTHORIZING THE PAYMENT TO LOCAL GOVERNMENTS 
OF SUMS IN LIEU OF TAXES AND SPECIAL ASSESSMENTS 
WITH RESPECT TO CERTAIN FEDERAL REAL PROPERTY 


SEPTEMBER 1 (legislative day, Aucust 31), 1959.—Ordered to be printed 


Mr. Humpnrey, from the Committee on Government Operations, 
submitted the following 


REPORT 


together with 
MINORITY VIEWS 


[To accompany S. 910] 


The Committee on Government Operations, to whom was referred 
the bill (S. 910) to authorize the payment to local governments of 
sums in lieu of taxes and special assessments with respect to certain 
Federal real property, and for other purposes, having considered the 
same, report favorably thereon, with an amendment, and recommend 
that the bill, as amended, do pass. 

The amendment is in the nature of a substitute. 


PURPOSE 


S. 910, as amended, is a committee bill which is sponsored by 35 
Senators. It would establish a temporary program of payments in 
lieu of taxes and special assessments on a very limited category of real 
property which is not subject to local taxation because of Federal 
acquistion and ownership. A temporary Federal Board would be 
established to administer the program, and to make all determinations 
of fact required for the making of the payments authorized. The 
Board would cease to exist on December 31, 1966. Numerous safe- 
guards have been written into the bill in order to insure against any 
undue or unjustified payments. To aid the Congress in determining 
whether additional permanent legislation of this kind is required, the 
bill also provides that the Board shall conduct a comprehensive study 
and make a case-by-case analysis of virtually every phase of fiscal 
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and related problems of local taxing authorities arising out of Federal 
immunity from local real and personal property taxes, including the 
operation of existing programs. Included in the study would be a 
complete compilation of all State tax law relative to real property 
taxation and all Federal law relative to Federal payments to State 
and local taxing authorities. The Congress would receive semiannual 
reports from the Board on the operation of the program and, within 
2 years after the date of enactment, a comprehensive report, embody- 
ing the results of its very broad study, accompanied by appropriate 
proposed legislation, detailing its recommendations with respect to 
any future legislative program. 

his broad and comprehensive study authority of the Board is 
designed to provide, for the first time, a forum to which local taxing 
authorities may present their cases, regardless of whether or not they 
may be entitled to any payments. It is the purpose of these study 
provisions to enable the Board to compile all of the factual informa- 
tion needed to enable the Congress to legislate effectively in this field 
and to evolve a uniform program on a national basis which will provide 
local taxing authorities with the relief to which they may be entitled 
without unduly burdening the Federal Treasury. 

“. 910, as amended, is a modest attempt to deal with a problem which 
the Committee on Government Operations and other committees of 
the Congress have studied and considered for more than 10 years. 
It represents the firm conviction of the committee that no compre- 
hensive program is possible, and that the only feasible approach to 
the problems involved is by means of a limited program of payments 
in lieu of taxes, coupled with a case-by-case consideration by an ad- 
ministrative board of the relative merits of individual cases. It would 
implement, in principle, many of the major recommendations, relative 
to payments in lieu of taxes, of the Commission on Intergovernmental 
Rdations, and it takes into account many of the views and amend- 
ments submitted to the committee by the Bureau of the Budget, 
when the measure was originally drafted in the 84th Congress. Finally, 
nothing contained in this bill would have any effect upon existing 
payments or revenue-sharing arrangements authorized by law. 

This bill would authorize, for the 5-year period, from January 1, 
1960, through December 31, 1964 (1) a very limited program of pay- 
ments in lieu of taxes on industrial or commercial real properties 
acquired by the Federal Government after June 30, 1950; (2) pay- 
ments in lieu of special assessments levied after the effective date of the 
act in urban or suburban areas, if such assessments were also levied on 
real property owned by other taxable persons; and (3) payments in 
lieu of taxes on the interest of the Federal Government in real property 
in the custody or control of taxable persons under a lease, contract 
or permit to the extent that taxes on that property are not paid by such 
taxable persons. 

The program would be administered by a five-member, bipartisan 
Federal Board for Payments to Local Governments, appointed by the 
President, subject to Senate confirmation. A taxing authority would 
be required to file an appropriate application, specifying the Federal 
property involved, the basis of its claim and the period for which the 
claim is made (not to exceed 12 months in any single application). 
The Board, after determining the existence of a probable basis for 
the claim, and conducting a hearing if a basis is found to exist, would 
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be required to determine and certify to the controlling Federal agency 
the amount of payment to be made to the local taxing authority. 

In the case of special assessments, the amounts payable would be 
the same as that payable if the property subject to such assessments 
were owned by a taxable person. The amounts payable on Federal 
property which is in the custody or control of taxable persons, pur- 
suant to a lease, contract or permit, would be the same as that payable 
if the property were owned by a taxable person, diminished by the 
amount of any tax measured by the value of the property which is 
payable by the taxable person having custody or control. The pay- 
ment to be made, with respect to industrial or commercial property 
which was acquired by the Federal Government after June 30, 1950, 
and which remains in Federal custody or control, would be based upon 
the amount of local taxes which would have been payable had the 
property been privately owned, increased by additional expenditures 
incurred by the taxing authority in furnishing certain services to the 
Federal property, and diminished by the aggregate value of local-type 
governmental services furnished by the controlling Federal agency, 
further diminished by any additional credit against Federal liability 
resulting from any exemption, immunity or reduction in the tax rate 
or amount, if such are available, under State or local law, to private 
persons as an inducement to engage in industrial or commercial activ- 
ities within the territorial jurisdiction of the particular tax authority. 
The Board’s decisions are made final and would be conclusive upon 
all tax authorities and Federal agencies, unless such order is modified 
or reversed by a court of competent jurisdiction, or is adjudged in- 
valid in whole or in part by the General Accounting Office. 

Specific provision is made to insure that the bill (1) will not affect 
payments by Federal departments and agencies under existing pro- 
grams authorized by law; (2) will not affect payments required by 
State law to be made by private taxable persons on federally-owned 
property in the custody or control of such persons under lease, permit 
or contract with a Federal agency; (3) will not require the Federal 
Government to make payments on any property in the custody or 
control of taxable persons pursuant to a lease, contract or permit exe- 
cuted by a Federal agency if the lessee is taxed on that property; (4) 
will not require the Federal Government to make any additional pay- 
ments for the same period on Federal property for which payments are 
now being made under an existing program authorized by law; (5) 
will not require the Federal Government to make any payments on 
industrial or commercial property in excess of the amount of tax which 
would be payable if such property had been developed and used by a 
taxable person for a typical private industrial or commercial use, 
either within the jurisdiction of that tax authority or in nearby com- 
parable communities; and (6) will not require any payments with 
respect to any TVA property allocated to power purposes. 

The Board would be required to conduct comprehensive surveys 
with respect to (1) all existing law within the States relative to taxa- 
tion of real property by the States or by taxing authorities thereof; 
(2) all existing Federal law authorizing payments by the Federal 
Government to States or tax authorities thereof (a) of taxes on real or 
personal property or special assessments on real property, (6) in lieu 
of taxes or special assessments with respect to such property, or (c) in 
the form of grants-in-aid, sharing of revenues derived from Federal 
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property, or for assistance rendered by the furnishing of services or 
acilities by any Federal agency; (3) the extent to which States and 
tax authorities thereof derive benefits directly or indirectly through 
oe made to them (a) under existing programs established by 

ederal law, (6) by persons residing or employed upon Federal prop- 
erty, or (c) in connection with any property, trade, business, etc, 
situated or occurring on Federal property; (4) the extent, if any, to 
which there is a need for additional legislation by the Congress to 
provide continuing financial assistance for States and tax authorities 
thereof to relieve hardship incident to the tax exempt status of Federal 
property. Included in this latter study would be an inquiry to deter- 
mine such matters as the classes of Federal property with respect to 
which additional continuing assistance should be granted, the nature 
and extent of such assistance and the conditions under which it should 
be granted; the annual cost to the United States of providing such 
assistance with respect to such property; and ways and means whereby 
States and tax authorities thereof may be accorded effective right to 
apply personal property taxes in effect within their jurisdictions to 
industrial plant equipment, materials, supplies, and inventories owned 
7 private parties and used by them for commercial purposes within 
plant facilities owned or controlled by departments and agencies of 
the U.S. Government. 

The Board would be required to report semiannually to the Presi- 
dent and the Congress with respect to its operations during the pre- 
ceding period. In addition, not later than 2 years after the date of 
enactment, the Board would be required to transmit to the President 
and the Congress a comprehensive report containing (1) the text of 
all provisions of law within the States relative to the taxation of real 
property by the States or by taxing authorities thereof; (2) the text of 
all provisions of Federal law authorizing payments by the Federal 
Government to State or local taxing authorities of taxes, in lieu of 
taxes or special assessments, or under revenue-sharing arrangements 
and grants-in-aid; the findings of the Board resulting from all of the 
studies and surveys which the Board is required to make; the Board’s 
recommendations concerning any additional legislation which its 
investigations indicated are necessary; a detailed analysis of the 
relationship between any such recommendations and the provisions 
of existing law relative to Federal payments to State and local taxing 
authorities; and specific recommendations with respect to the future 
treatment of properties for which payments are temporarily authorized 
under Public Law 388, 84th Congress, as amended (former RFC 
properties). 

The Board would be authorized, subject to the civil-service laws, to 
employ personnel, and to procure the services of consultants, at rates 
not to exceed $50 per day, to conduct hearings or investigations, and 
to examine witnesses and compel their attendance by subpena. It 
would be required to maintain an accurate stenographic record of all 
testimony, a transcript of which would be filed in the office of the Board. 

Finally, the bill would establish a 12-member Advisory Committee, 
composed of representatives of the Federal Government, State govern- 
ments and local taxing authorities, appointed by the President, which 
would be required to conduct studies of the administration of this act, 
as well as all other Federal legislation authorizing payments of taxes, 
or in lieu thereof, by Federal agencies to local tax authorities, and 
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problems arising in connection therewith. This Committee would be 
required to consult with the Board, upon its request, in an advisory 
capacity in the solution of such problems, and transmit from time to 
time to the Board and to the President for transmittal to the Congress, 
a report summarizing the results of its studies, together with recom- 
mendations for administrative or legislative changes considered neces- 
sary or desirable for efficient, economical, and equitable administration 
of such provisions of law. 
BACKGROUND 
General 
State and local taxing authorities have been seriously concerned, 
particularly since 1939, over the increasing acquisition by the Federal 
Government of various types of property which has operated to remove 
such property from local tax rolls. Local governments depend upon 
property taxes for more than half of their total revenues, so that they 
are particularly concerned when the Federal Government acquires real 
estate and thereby removes it from the property tax base while at the 
same time activities on or associated with the Federal property may 
impose service burdens upon these local governments. From time to 
time, the Congress has acknowledged responsibility for reducing, to 
some extent, the adverse effects of these acquisitions upon local 
government revenues and fiscal structures by enacting numerous 
statutory provisions which authorize payments by certain Federal 
agencies and departments or upon certain types of properties. How- 
ever, the great majority of Federal agencies have no general authority 
to make payments on their properties. Furthermore, existing provi- 
sions of law are quite diverse and result in different treatment for 
similar properties of various agencies. Thus, those provisions of law 
which do exist fail to present any clear-cut uniform policy. On some 
classes of property, some agencies pay taxes; others make payments in 
lieu of taxes; and still others make no payments at all. At the present 
. time, according to available information, there are some 55 laws dealing 
i with Federal payment of taxes or in lieu of taxes, or shared revenue 
arrangements. Of this number, some 20 provide for a sharing of rev- 
| ; enue between Federal and State and local governments; 18 authorize 
payments in lieu of taxes; and 17 authorize the payment of direct taxes. 
The seriousness of the general problem appears to have been magni- 
| fied by the outbreak of the Korean war in 1950, when large-scale 
| Federal acquisitions of defense production facilities throughout the 
. country resulted in the removal of substantial parcels of real property 
| from local tax rolls. In addition, local taxing authorities have been 
: and are being deprived of personal property tax revenues on inven- 
tories of such properties as a result of provisions in procurement 
) contracts under which title to such inventories passes to the Federal 
Government prior to completion. 


Studies of Federal-State-local taa relations 
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During the past 20 years, the fiscal problems of local governments 

resulting from Federal acquisition and control of real property, and 
. the impact of Federal immunity from State and local taxation have 
1 been the rp of almost continuous study by governmental, quasi- 
, governmental, and private groups which have filed some nine reports 


with recommendations. 
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The first of these was initiated by the President of the United 
States in 1935 when he appointed a Committee consisting of the Secre- 
tary of the Treasury, the Attorney General, and the Acting Director 
of the Bureau of the Budget, and directed them to undertake a study 
of Federal ownership of real estate and of its hearing on State and 
local taxation. This Committee made a brief study and submitted 
its report and recommendations to the President in 1938 (“Federal 
Ownership of Real Estate and Its Bearing on State and Local Taxa- 
tion,’ H. Doc. No. 111, 76th Cong., 1st sess.). 

Following one of the recommendations of this Committee, the 
President established a Federal Real Estate Board to study and 
make appropriate recommendations regarding the situation in dif- 
ferent communities adversely affected by the loss of tax revenues on 
land acquired by the Federal Government. This Board submitted 
a 50-page report with recommendations to the President and the 
Congress in 1943 (“Federal Contributions to States and Local Gov- 
ernment Units With Respect to Federally Owned Real Estate,” 
H. Doc. 216, 78th Cong., Ist sess.). The Board continued in a 
quiescent state until 1951 when it was finally dissolved. 

During much of this same period, the Treasury Department, through 
a special Committee, was conducting a study of the entire subject of 
Federal-State and local fiscal relations, including payments in lieu of 
taxes. This Committee submitted a 595-page report (Federal, State, 
and Local Government Relations,” 5S. Doc. 69, 78th Cong., Ist sess.), 

In January 1948 the first Commission on Organization of the 
Executive Branch (Hoover Commission) retained the Council of 
State Governments to make a comprehensive study of the entire 
field of Federal-State relations. The council submitted a 297-page 
report to the Commission in July 1948, which report was transmitted 
to the Congress in March 1949 (‘‘Federal-State Relations’, S. Doe. 
81, 8ist Cong., 1st sess.). 

In April 1949 the Secretary of the Treasury invited representatives 
of State and local governments to a conference on intergovernmental 
tax problems. Payments in lieu of taxes to State and local govern- 
ments was one of the subjects under discussion, and the conference 
requested the Bureau of the Budget to work out comprehensive 
recommendations on this subject. The results of this undertaking 
will be discussed below. 

During the same month, the Treasury Department prepared a 
staff memorandum (“Payments to State and Local Governments on 
Federally Owned Real Estate,” Apr. 5, 1949, joint hearings before 
the Subcommittee on Intergovernmental Relations of the House and 
Senate Committees on Expenditures in the Executive Departments, 
8ist Cong., Ist sess., pp. 238-248) which it submitted for committee 
consideration. 

In September 1952 the Associate General Counsel, Housing and 
Home Finance Agency, prepared a 61-page study on the subject of 
payments to local governments in lieu of taxes, for the section on 
municipal law of the American Bar Association (mimeographed 
memorandum prepared by Joseph Guandolo). 

In May 1954 a detailed, comprehensive study of the whole subject 
of Federal landownership and the public land laws was prepared for 
and issued by the Committee on Interior and Insular Affairs of the 
House of Representatives (“Preliminary Report on Taxes and Other 
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In-Lieu Payments on Federal Property,’’ Committee Print No. 23, 

83d Cong., 2d sess.). This 133-page report contains a comprehensive 
analysis and factual presentation of virtually every phase of Federal- 
State-local relations as relates to Federal payments of taxes or in 
lieu thereof to local governments, and contains all of the pertinent 
statutes on the subject. 

In March 1955 the General Services Administration submitted to 
the Senate Committee on Appropriations an inventory report on 
Federal real property in the continental United States, as of December 
31, 1953, prepared at the request of that committee, a summary of 
which was issued as Senate Document No. 32 , 84th Congress. This 
inventory covers all land, buildings, and other structures and fa- 
cilities located within the continental limits of the United States, 
title to which is vested in the United States or in wholly owned 
Government corporations. A copy of this report was also filed with 
the Committee on Government Operations. 

In June 1955 the Commission on Intergovernmental Relations sub- 
mitted a 31l-page report with recommendations, which was accom- 
panied by 15 additional volumes, totaling in all approximately 2,200 
pages. One of these volumes was a 197-page report entitled ‘‘Pay- 
ments in Lieu of Taxes and Shared Revenues,’ which contained an 
exhaustive study of the entire subject, with detailed recommendations 
concerning future Federal policy with respect to payments to State 
and local governments for Federal property holdings located therein. 

In February 1956 the General Services Administration submitted 
to the Committees on Appropriations and Government Operations a 
second inventory report covering Federal real property in the conti- 
nental United States, as of June 30, 1955 (S. Doc. 100, 84th Cong.). 
This 112-page summary report reflected refinements in the data sub- 
mitted earlier, and stated that considerable progress had been made 
in improving real property records throughout the Government. An 
inventory report on Federal real property outside of the continental 
United States, as of June 30, 1955, with complete supporting data, 
was submitted in March 1956 (S. Doc. 109, 84th Cong.). These 
materials contain a detailed breakdown, as of June 30, 1955, of every 
piece of real property owned by the Federal Government, both inside 
and outside of the continental limits of the United States, tabulated 
both by States and by agencies. 

In February 1957 the General Services Administration again sub- 
mitted an inventory report on federally owned real property to the 
Committees on Appropriations and Government Operations of both 
Houses of Congress. This 144-page report covered all real property 
owned by the United States throughout the world, as of June 30, 1956 
(S. Doc. No. 25, 85th Cong.). 

In February 1959 the General Services Administration submitted 
its consolidated inventory report to the same committees showing all 
real property owned by the United States throughout the world, as of 
June 30, 1958. This report, in addition to its normal coverage, con- 
tained considerable comparative materials showing the more signifi- 
cant changes in Federal real property ownership during the preceding 
fiscal year. It is published under the title “Inventory Report on 
Real Property Owned by the United States Throughout the World, 
as of June 30, 1958.” 
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In addition, numerous studies dealing with the impact of Federal 
tax immunity on State and local government fiscal structures have 
been prepared, from time to time, by various State and local govern- 
ment associations. 


Committee action in the 80th, 81st, 82d, and 83d Congresses 


Following a meeting of members of congressional committees and 
Governors called for the purpose of studying Federal-State tax 
relations, held in Chicago on September 26-27, 1947, the Senate 
Committee on Government Operations (then the Committee on 
Expenditures in the Executive Departments) was designated to 
conduct a special study of the problems of coordination of Federal 
and State taxes, with the objective of strengthening the tax structures 
of local and State governments and compensating them for losses of 
revenues from former sources of taxation. In its report to the Senate 
(S. Rept. No. 1054, 80th Cong.) stress was placed by the committee 
on the importance of assuring that Federal, State, and local tax systems 
are adequate to the job assigned to them and on the need for deter- 
mining whether they fit together into a combined tax system which 
is equitable, administratively efficient, and economically sound. 

During the past 10 years, this committee has had pending before it 
numerous bills dealing with various aspects of Federal-State-local tax 
relations, in general, and of payments of taxes or in lieu of taxes, in 
particular. 

In 1949, during the 1st session of the 81st Congress, the committee 
considered three Senate measures relative to the establishment of a 
National Commission on Intergovernmental Relations which would 
have been required to study and make recommendations with respect 
to various aspects of intergovernmental relations, including inter- 
governmental tax immunities. Joint hearings were held by the Sub- 
committees on Intergovernmental Relations of both the Senate and 
House Committees on Expenditures in the Executive Departments. 
At the hearings, which lasted for 5 consecutive days, 267 pages of 
testimony and exhibits were received and more than 20 witnesses 
were heard. A new committee bill, S. 1946, was reported favorably 
on June 13, 1949 (S. Rept. 488, 81st Cong.), but failed of passage 
following an objection on a call of the Senate Calendar. 

In 1950, the committee considered S. 3147 ,which had been drafted 
by its Subcommittee on Intergovernmental Relations. It was intro- 
duced by Senator Humphrey, for himself and 42 other Senators, and 
was substantially similar to S. 1946. The bill was reported favorably 
on June 22, 1950 (S. Rept. 1856, 81st Cong.), but failed of passage 
following an objection on the call of the Senate Calendar. 

In 1951, during the 82d Congress, Senator Humphrey introduced 
S. 2268, which had been prepared and submitted to the committee by 
the Bureau of the Budget, after extensive study, in fulfillment of the 
assignment it had accepted at the 1949 intergovernmental relations 
conierence, described in the preceding section, that the Budget 
Bureau develop a comprehensive set of recommendations on this 
subject. This bill was a broad, comprehensive measure designed to 
establish a uniform policy throughout the Federal Government with 
respect to payments of taxes or in lieu of taxes. It would have re- 
placed some 20 piecemeal statutory provisions with 5 broad types of 
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pavments to State and local governments on federally owned real 
real estate and included payments on a limited category of tangible 
personal property. No action was taken on this measure during the 
82d Congress. 

The committee also had before it a bill, S. 1166, recommended by 
the Hoover Commission which proposed to establish a temporary 
Commission on Intergovernmental Relations, which would have been 
required to study the subject and report its recommendations to the 
Congress within a limited time. Since the committee members pre- 
ferred to have the benefit of the report of this proposed Commission, 
it is decided to take no action on S. 2268, but reported favorably 
S. 1166 on July 12, 1951 (S. Rept. 544, 82d Cong.). The bill failed of 
passage, following an objection on the call of the Senate Calendar. 

During the 83d Congress, the committee devoted considerable time 
and effort to the subject of intergovernmental relations, with special 
reference to payments in lieu of taxes to local taxing authorities. 
Early in 1953, hearings were held on S. 1514 and related bills to 
establish a Commission on Intergovernmental Relations required to 
study, report, and submit recommendations, relative to various phases 
of Federal-State-local fiscal and other relations, to the President and 
the Congress. This bill was reported favorably on May 4, 1953 
(S. Rept. 215, 83d Cong.), passed the Senate on May 6, and became 
Public Law 109, 83d Congress, on July 10, 1953. 

The committee also had before it in the 83d Congress three bills 
which were designed to provide varying measures of relief to hard- 
pressed communities. S. 788, introduced by Senator Humphrey 
(identical to S. 2268, 82d Cong.), was designed to establish a uniform 
policy throughout the Federal Government with respect to payments 
in lieu of taxes. S. 2473, introduced by Senator Knowland, was 
designed to provide a permanent, continuing system for payments by 
the Federal Government to State and local taxing units adversely 
affected by Federal acquisition, ownership, or use of defense produc- 
tion facilities. H.R. 5605 was designed to furnish temporary relief 
for local taxing authorities who were under an undue and unexpected 
burden as the result of the transfer of taxable real property from a 
Government corporation to another Federal department or agency, 
which transfer operated to take such property out of taxation. 

The committee held hearings on S. 2473 in 1953, and again in 1954, 
in connection with its consideration of H.R. 5605. Following con- 
siderable further study, the committee decided to defer action on 
S. 788 and S. 2473, first, because their broad scope and coverage re- 
quired further analysis, and second, because the committee was ad- 
vised by the Bureau of the Budget that the President would formulate 
no policy with respect to the subject-matter of these bills until he had 
an opportunity to review the final findings and recommendations of 
the Commission on Intergovernmental Relations which was then en- 
gaged in an intensive study of the areas covered by these measures. 
The committee decided, however, that the financial plight of the 
very small number of local taxing authorities which would be covered 
by H.R. 5605 entitled them to some measure of relief. Accordingly, 
it reported the latter bill favorably on July 21, 1954 (S. Rept. 1966), 
but it failed of final passage following an objection on the call of the 
Senate Calendar. 


59006°--59 S. Rept., 86-1, vol. 6 2 
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Committee action in the 84th and 85th Congresses 


During the 84th Congress, the committee had before it 11 bills 
dealing with the various aspects of payments of taxes or in lieu of 
taxes by the Federal Government to local taxing authorities, which 
fell into five major categories: (1) The establishment of permanent 
and overall policies and procedures with respect to payment by the 
Federal Government of taxes or in lieu of taxes, represented by S. 1566 
(Humphrey, Kuchel, and Goldwater); S. 1657 (Bush); S. 2390 
(Knowland); S. 2754 (Malone); and S. 4275 (Hennings); (2) the 
establishment of a limited program of payments by the Federal Gov- 
ment in lieu of taxes with respect to Federal real and personal prop- 
erty acquired during and subsequent to the Korean war, represented 
by S. 826 (Pender); (3) the establishment of a temporary, short-term 
progt am for the relief of local taxing authorities, designed to alleviate 
their acute fiscal difficulties, pending a more permanent solution, 
represented by S. 888 (Martin of Pennsylvania) and S. 2377 (Potter); 
(4) the establishment of a program authorizing payments of a very 
limited type, such as special assessments for public improvements, 
represented by S. 3534 (Schoeppel) and S. 3785 (Magnuson); and (5) 
the elimination of certain types of Federal tax immunity with respect 
to State sales and use taxes on personal pe represented by 
S. 2100 (Thurmond). All but one of these bills, S. 3785, were intro- 
duced during the 1st session of the 84th Congress. 

In 1955, during the Ist session of the 84th Congress, the committee 
considered and approved S. 2377 (similar in essential respects to H.R. 
5605, 83d Cong., as reported by this committee and S. 888, 84th 
Cong.). This bill was reported favorably, with an amendment in 
the nature of a substitute containing language identical to a com- 
panion measure, H.R. 6182, previously approved by the House of 
Representatives. After agreeing to the committee amendment, the 
Senate, on July 30, 1955, passed the companion measure, which became 
Public Law 388 on August 12, 1955.'. This act provided temporary 
relief for local taxing authorities by restoring to the tax rolls certain 
real property which had been held by the “Reconstruction Finance 
Corporation and was subject to local taxation, but which had been 
taken out of taxation by the transfer of such property to other 
Government agencies. 

In July 1955, the committee held a preliminary hearing on the 
seven bills which were then before it. Further action was deferred, 
however, pending an opportunity to examine and evaluate the 
report and recttidrasdsthasisiia of the Commission on Intergovernmental 
Relations, and the receipt of the administration’s comments and views 
on the pending bills. Following this hearing, the staff was directed 
to make an exhaustive analysis of the pending bills and the pertinent 
recommendations of the Intergovernmental Relations Commission 
and its Study Committee on Payments in Lieu of Taxes and Shared 
Revenues, which had been referred to the committee on June 27, 1955. 
This study was embodied in a 17-page staff memorandum, to which 
was attached a 52-page appendix, all of which were incorporated in 
the record of the hearing. (Hearing before the Committee on Gov- 
ernment Operations, U.S. Senate, 84th Cong., Ist sess., Payments of 
Taxes, or in Lieu of Taxes to State or Local Taxing Units, pt. I, 


1 Extended for 2 additional years by Public Law 85-579 on Aug. 1, 1958 
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July 25, 1955.) The bulk of the testimony received at this hearing 
was from various individuals and groups concerned with payments 
of taxes or in lieu of taxes to State or local taxing authorities. Since 
the executive branch agencies had not yet formulated a policy on this 
subject, they did not desire to present their views at that time. 

Hearings on the pending bills in the 2d session of the 84th Congress 
were held on April 19 and 20, 1956. Although all of the executive 
branch departments and agencies were invited to participate, with 
the exception of the Department of Defense and the Bureau of the 
Budget, they preferred to submit their views in the form of written 
statements for the record. For the most part, these statements con- 
tained detailed analysis of the effect of the various bills on the report- 
ing agency, and evidenced much painstaking effort. The position of 
the executive branch was presented by representatives of the Bureau 
of the Budget and the Department of Defense, in the form of oral 
testimony, supplemented by supporting materials which were sub- 
mitted for the record. 

At the hearings, a representative of the Bureau of the Budget 
stated, in effect, that the administration was fully aware that large- 
scale Federal acquisition of real property, and Federal tax immunity 
may, and often does, result in serious financial hardships to local 
governments. However, the presence of Federal installations often 
result in benefits to a community which more than offset the burdens. 
Furthermore, care must be taken to preserve the traditional Federal 
immunity from local taxation. Accordingly, the solution was not to 
inaugurate a broad system of payments in lieu of taxes, which might 
involve the expenditure of huge sums of money, but rather to seek an 
accommodation which would lessen the severity of the Federal tax 
immunity, while avoiding a major breach of existing immunities and 
incorporating adequate safeguards against unnecessary or excessive 
Federal payments. 

It was the position of the administration that the basic principle of 
an appropriate system must be that in a particular taxing jurisdiction, 
there is a demonstrable hardship caused by the recent removal of 
Federal properties from the tax rolls, and that the hardship is of such 
depth and importance that special Federal financial assistance is 
warranted. 

The administration spokesman stated that— 


the magnitude of the problem has led us to conclude that a 
limited and careful start should be made, through suitable 
legislation, toward making payments where communities 
demonstrate financial distress because of revenue loss directly 
attributable to the removal of taxable real property from the 
tax rolls as a result of Federal acquisition. 


Based upon these considerations, the administration was unable to 
support any of the major bills pending before the committee, but 
was prepared to support legislation which would achieve a proper bal- 
ance between a fair payment to the recipient local government and 
a feir charge to the National Government. It was their position, 
however, that such legislation should include (1) a limited designation 
of the kinds of acquired Federal properties which may be the subject 
of payments, (2) precise definitions of eligibility for particular cate- 
gories of property, and (3) rules for charging for special services 
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rendered to the National Government and crediting special benefits 
conferred by the National Government. With such an approach, the 
administration felt it should be possible to define and control the 
policy commitment and the resulting financial obligation of the Fed- 
eral Government, in those cases where a substantial impairment of 
the finances of the local government is directly attributable to the 
removal of property from the tax base as a result of Federal acquisition. 
Summing up its position, the Bureau of the Budget stated: 


We recommend that legislation be enacted now to provide 
the authority and mechanism for payments, during a period 
of 4 or 5 years, in cases of demonstrable hardship involving 
the recent removal of real estate from the tax rolls by reason 
of its acquisition by the National Government for industrial 
or commercial purposes, and including provision that during 
that period there shall be detailed field studies of specific local 
situations. We believe that additional legislation should 
await a reasonable period in which to acquire experience in 
administering this limited policy. 


Following consideration of the testimony contained in the 477-page 
record of the hearings, the committee concluded that (1) because of 
the complexities inherent in the subject, and the large number of 
variables involved, it was unable to recommend favorable action on 
any of the pending bills; (2) that since the factual pattern varied in 
the 17,183 cities and 3,047 counties in the United States which may 
possibly be affected by Federal tax immunities, the only approach 
which would furnish a measure of relief to those local governments 
which are hard pressed as a result of Federal acquisition, was through 
a limited program of payments in lieu of taxes, coupled with a case- 
by-case consideration by an administrative board of the relative 
merits of individual cases; (3) that any further legislative action would 
have to await the accumulation by such a board of information con- 
cerning specific local needs and situations, compiled on a case-by-case 
basis, following field studies; and (4) that no amount of general study, 
unrelated to the specific variable factors in each individual case, 
would serve any useful purpose. 

The committee was supported in these conclusions, not only by the 
Bureau of the Budget, which had these matters under study for 
many years, but also by a number of the sponsors of the major bills 
pending before the committee, who testified in the hearings that, in 
their judgment, bills proposing to establish broad comprehensive 
programs had not received favorable action over the years because 
such an approach was not feasible. 

Accordingly, the committee, working closely with representatives 
of the Bureau of the Budget and the Department of Defense, drafted 
and reported favorably a committee bill, S. 4183 (S. Rept. No. 2424, 
84th Cong.), identical to S. 910, as introduced. This measure was 
debated for several hours on the floor of the Senate, and failed of 
action, following opposition and its temporary displacement to permit 
the transaction of further urgent business. 

In the 85th Congress, the committee again had before it numerous 
bills dealing with the subject, including S. 967, identical in every 
respect to S. 4183, 84th Congress, and to the pending measure, S. 910, 
as introduced. 
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COMMITTEE ACTION 
Hearings 

The committee held hearings on S. 910 on March 19 and 20, 1959. 
Testimony and statements in support of the measure were received 
from 11 Senators, the National Association of County Officials, the 
American Municipal Association, the National Association of Tax 
Administrators, and numerous State and local government officials, 
including members of State legislatures, county supervisors and 
State and county tax officials. Although all sections of the Nation 
were represented, a considerable portion of the testimony was furnished 
by <r of Western States containing large areas of public 
lands. 

Appearing or filing statements in support of S. 910 were Senators 
Thomas H. Kuchel and Clair Engle, California; Frank E. Moss and 
Wallace F. Bennett; Utah, Howard W. Cannon and Alan Bible, 
Nevada; Ernest Gruening, Alaska; Kenneth B. Keating, New York; 
Clinton P. Anderson, New Mexico; Roman L. Hruska, Nebraska; and 
Leverett Saltonstall, Massachusetts. 

In addition, the committee received a considerable number of com- 
munications from State and local governmental bodies in support of 
the measure, some of which were in the form of resolutions adopted by 
such bodies. 

Although all of the major executive branch agencies and depart- 
ments were invited to appear or submit testimony, they declined to 
appear. Some of them, however, submitted reports on purely 
technical aspects of the pending measure, a number of which have 
been incorporated in the amendment in the nature of a substitute. 

An analysis of the testimony presented at the hearings revealed 
that all of the witnesses supported both the purpose of S. 910 and the 
policy and program which it would establish. Some of the witnesses 
indicated that, in their judgment, the measure was too restricted in 
its payments provisions and did not offer immediate relief for their 
communities. Virtually all were in agreement, however, that the 
approach provided for was the only feasible one; that the compre- 
hensive study which would be made under the provisions of the bill 
was likely to result ultimately in the establishment of a program 
which would offer relief where warranted; and that during the period 
in which the study was being made, some measure of relief would be 
provided to those communities which have suffered losses as the result 
of the presence of Federal tax-immune property in their jurisdictions, 
without doing violence to the principle of Federal tax immunity or 
imposing an undue hardship on the Federal Treasury. 

Senator Thomas H. Kuchel of California, a cosponsor of S. 910, said: 


The bill before you represents a modification of what was 
originally desired by sponsors of the legislation many years 
ago. In essence, the bill now, if enacted into law, will permit 
a serious study of the general problem we have had for so 
long. In addition, it makes provision for a minimum of 
payments in lieu of taxes on a limited number of cases * * *. 


Senator Frank E. Moss of Utah, a cosponsor, testified as follows: 


I want to speak also as a representative of a State which is 
over 70 percent federally owned, and whose county officials 
have been dealing for many years with the financial hard- 
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ships caused by the presence of large blocks of Federal tax- 
immune property within the county borders. This problem 
has come to a head in the last few years, because the Federal 
Government has been acquiring not only considerable land 
for military and defense projects, but has enlarged Federal 
holdings in national parks, Indian reservations, forest re- 
serves, agricultural experiment stations, and for other 
projects. 

To meet the full problem would require a gigantic new 
annual outlay of Federal funds, and I think we are all agreed 
that this would not be wise in these days of space-age experi- 
mentation and increasing international tensions. I am glad, 
therefore, that the bill before us proposes to make only a care- 
ful and experimental start by establishing a temporary 
program of payments in lieu of taxes and special assessments 
on a limited category of real property which has been taken 
off the tax rolls. Safeguards have been written into this bill 
by making payments subject to the action of the Federal 
Board which the measure would set up, and which would be 
required to make a case-by-case analysis. It seems to me 
that this is both a reasonable and practical approach. 


Senator Howard W. Cannon, of Utah, a cosponsor stated: 


Senator Clinton P. Anderson, of New Mexico, a cosponsor stated: 


I have noted with great interest that of the large bipartisan 
group of 33 cosponsors on S. 910, the payments-in-lieu-of- 
taxes bill, 13 of those Senators are westerners and Mr. Bart- 
lett, of course, is from the majestic new State of Alaska, as 
well as the honorable member of your committee present here 
today (Senator Gruening). This strong western support, I 
think, is as it should be. While S. 910 is but a modest ap- 

roach to a much bigger problem, the principle underlying 
it has great meaning for Nevada and for all of us from the 
western part of the country. 

I have read the statement of my esteemed colleague upon 
introducing S. 910 and I hasten to say that I could not agree 
more with his analysis of what the bill purports to do. It is 
but a modest approach. It is at once reasonable and con- 
servative—no undue burden on the Federal Treasury is 
created. It makes every attempt at fairness. It preserves 
the principle of Federal tax immunity. 


Mr. Chairman, for many years there has been a question of 
whether or not the Federal Government should pay to the 
States and local governments money in lieu of taxes on real 
estate or property owned by the Government in these locali- 
ties. There have been studies and recommendations and 
from time to time provision has been made for payments of 
one kind or another to local governments on a temporary 
basis. But these arrangements have been temporary and 
subject to change on short notice. It is therefore about time 
that we make some arrangement to stabilize the situation. 

I doubt that there are available today figures or statistics 
which are accurate enough to present a clear picture of the 
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amount of our federally owned real estate, buildings, and 
installations, and the impact of these holdings on local com- 
munities. We do know that the Federal Government is the 
largest property owner in the country with holdings estimated 
to cover about one-fourth of the land area of the country and 
in addition a great deal of personal property. 

It has not been the wish of Congress that inequities exist 
but the problem has been how to get at it in a fair and 
equitable manner. I am sure that neither Congress nor the 
executive department has intended to impose any undue 
burden on the local taxpayers through the exemption of 
Federal property from taxation; at the same time I am sure 
that we do not want the Government to support or give un- 
justified subsidies to the local governments. 

The goal is to find a solution to the problem so as to 
preserve financially healthy local governments. This can be 
done only by a formula that will guarantee that the Federal 
Government will contribute its just share in the support of 
the local governments that find themselves in difficulty 
because of the Federal ownership and contro! of property. 
In the case of the Government ownership of public domain 
and the national forests the Government has acknowledged 
that a portion of the revenues should be returned to the 
local government and there is a sharing of revenues from 
the land. While this brings some relief m believe a study of 
the problem would reveal that the percentage contributed is 
still inadequate. 

It is no easy job to decide how to handle this problem 
equitably. Government holdings are so varied and situa- 
tions so different in the various communities that I do not 
believe a universal principal would be capable of resolving 
the extent to which the Federal Government should con- 
tribute in any particular instant. 

I know that there are those who will argue that there are 
numerous Federal aid programs and that with the presence 
of the Federal plants bringing increased business the benefits 
to the local communities far outweigh any burden placed on 
the community by these installations. I would like to point 
out that a private industry coming into a community adds 
many benefits to the community but private industry cannot 
use such benefits as a basis for a demand that its tax bill be 
lowered. 

It is because of these views that 1 have joined in the 
sponsorship of S. 910 which | believe provides a way to get 
at this problem. The bill sets up a board to consider the 
the individual applications from local taxing authorities for 
payments as authorized under the law. The board will be 
able to go into the peculiarities of each situation and deter- 
mine what is an equitable and fair payment to the local 
government. The board will be assisted by the counsel 
and adviser and the studies made by an advisory committee 
representing both Government and the local governments. 
It is my opinion that no better method has thus far been 
advanced as an approach to the problem, and it is certain 
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that under this arrangement each case can be treated on the 
basis of merit thus affording everyone fairness. 


Senator Clair Engle of California, a cosponsor, stated: 


Mr. Chairman, for more than 20 years Congress has 
engaged in a struggle to give some relief to local communities 
suffering serious losses of revenue because of the Federal 
tax-immune properties in their jurisdictions. It has been a 
struggle to find an answer to this complex problem without 
flying in the face of the principle of Federal tax-immunity or 
causing an undue burden on the Federal Treasury. I have 

ersonally been involved in the problem for 10 years and 
lave seen too many sessions of Congress end in a complete 
impasse on the question. 

But the 86th Congress has brought with it some hope for 
breaking the impasse. This hope lies in the enactment of 
S. 910, which I have cosponsored. S. 910 is admittedly 
modest in scope but I am convinced that it is a sound begin- 
ning. It provides for a 5-year program of payments in Tieu 
of taxes and special assessments on a limited category of 
federally owned real property which has been removed from 
the local tax rolls. True, the major category of affected 
local governments will get relief only at the discretion and 
judgment of a Federal Board and subject to specific safe- 
guards. But the bill also gives this same Board another job. 
It gives the Board the responsibility of making a thorough 
study and a case-by-case analysis of every phase of the 
problems of local taxing authorities arising out of Federal 
immunity from local real and personal property taxes. 
This is perhaps the bill’s most significant provision. 

I do not, of course, feel that the bill goes far enough but 
I am satisfied that it is a long step on the right road. In 
terms of immediate dollars and cents, a good many local 
governments are left out in the cold under this bill. But in 
terms of the benefits that will come as a result of the studies 
and findings to be developed by the Federal Board, all units 
of local governments will gain substantially. 

When we take a look at these federally hit communities, 
it is hard to understand the argument of the opposition that 
these communities, in asking for payments in lieu of taxes, 
are seeking to be “‘subsidized”’ by the Federal Government. 
Federal tax-immune facilities receive the same county and 
city services as those received by tax-assessed private prop- 
erties, yet the Federal properties for the most part go scott 
free of their fair share of the burden. My answer to this 
specious argument of the opposition is that the argument 
should be turned around, that it is the Federal Government 
and not the local government that is being subsidized. 
Assuredly, all local governments must share in the defense 
program of the country, but it is unfair and unrealistic to 
expect a local governmental unit to assume the precipitous 
load brought on it by the impact of a missile base or an 
aircraft plant or a shipbuilding yard. Our national needs 
must be charged against the national tax base, 
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The problem has reached the crucial stage in many com- 
munities and we cannot delay any longer in taking affirmative 
action. S. 910 is a sound answer to the urgent immediate 
situation and the atmosphere in Congress is ready for it. 
The bill has bipartisan support. It has the support of local 
governing bodies. And it has the support of the National 
Association of County Officials, the American Municipal 
Association, and many other organizations concerned with 
local government. 

S. 910 is, | repeat, not the final answer to the problem. 
But it embodies features that have great appeal for both sides 
of the issue. It gives us a “beginning’’ system of payments 
in lieu of taxes that will open the door to a broad realistic plan 
for the future. By making it necessary for a major category 
of local governments to prove their eligibility for payments 
before the Federal Board, the bill should satisfy the strongest 
opponents of payments in lieu of taxes. The bill’s greatest 
appeal is, of course, in the establishment of a Federal Board 
charged with studying and analyzing the variegated and com- 
plex problems and with coming up with some solid answers. 
In this bipartisan objective board, we have an ideal forum 
in which all points of view and all phases of the situation will 
get a full and fair hearing. 

In short, we have in this bill a neat start toward a broad 
and conclusive solution to the problem, and I urge the Mem- 


bers of Congress to act quickly and favorably on this 
measure. 


Senator Roman L. Hruska of Nebraska, a cosponsor, stated: 


I wish to record the reasons that prompt me to become a 
cosponsor of S. 910, now before you for consideration. 

The need for legislation of this general character was first 
impressed upon me several years ago, when I served as a 
county commissioner for Douglas County, Nebr. Typical 
of many local governments, the counties in Nebraska depend 
almost exclusively on property taxes for their means of reve- 
nue. However, the presence of substantial Federal holdings 
within these counties drastically reduced the source of 
revenue by removing the property from the public tax rolls. 
In many instances there is no satisfactory way by which the 
counties can compensate for the loss sustained. 

I became deeply concerned with the fiscal problems created 
by the existence of these Federal, tax-immune properties as 
they ordinarily signified that the much needed programs of 
county service were to be curtailed. It is readily apparent 
that if counties (or, for that matter, all forms of local govern- 
ment) are to continue to function in a responsible, self- 
supporting manner, a solution to the troublesome problem 
must soon be found. From careful study and thought given 
to the subject, I came to the conclusion that, as the problem 
is beyond the scope of any one particular county, the solu- 
tion lies on a national level. In my judgment what is needed 
is the adoption of a policy of Federal contributions as reflected 
by the provisions of S. 910. 








18 




































































































































































































PAYMENT TO LOCAL GOVERNMENTS IN LIEU OF TAXES 


The problem has been intensified in recent years as Federal 
acquisition and control of various kinds of property continu- 
ally increase. Moreover, the removal of property from local 
tax rolls has not alone been the cause of the difficulties facing 
local governments. Frequently, important services are fur- 
nished by local governments to Federal installations on the 
tax-immune properties without any adequate provision for 
compensation. The continuation of such a practice would 
impose serious and unfair financial burdens on these localities. 
Whatever provisions now exist for relieving the local govern- 
ments of the expense or financial loss incurred are piecemeal 
in nature and vary from department to department as well as 
with the kinds of property involved. The inequities of such 
a situation hardly need amplification. 

The time is long overdue, Mr. Chairman, for the adoption 
of a uniform policy of payment to local governments which 
would lessen the ease created by the presence of large 
Federal holdings within their jurisdictions. It is generally 
recognized that this is a national responsibility, as evidenced 
by the extensive cosponsorship of this bill and by the unani- 
mous support it has received from many associations repre- 
senting the common interests of State and local governments. 

S. 910 is sound both in principle and in its approach. It 
recognizes the tremendous impact of Federal immunity from 
State and local taxation on local governments. Yet it does 
not jeopardize the important principle of Federal immunity 
itself. In essence, S. 910 provides no more than a tempo- 
rary, exploratory program of payments in lieu of taxes under 
closely guarded circumstances. The program operates on a 
feasible basis, by individual cases and situations which are 
properly substantiated. The bill is an auspicious beginning 
in a sorely needed field of legislation. 

The value of S. 910 is not to be found exclusively in the 
amounts of revenue that will eventually be paid to local gov- 
ernments, even under the financial hardship provision. A 
significant achievement is the provision for various studies 
of Federal, State, and local tax relations. The information 
gathered by such studies, as well as the experience gained 
by the administration of the program, will demonstrate the 
practicality of such legislation. it will, in that manner, lay 
a foundation for future action by the Congress in this sensi- 
tive and vital area of intergovernmental relations. 

S. 910 thus affords both immediate and prospective relief 
to our local governments in a way which only the Congress 
is prepared to provide. It will promote better government 
by the assurance of fiscal soundness on local levels. The 
bill, then, from many aspects deserves this committee’s favor- 
able consideration. I respectfully commend such action to 
you. 


Senator Leverett Saltonstall, of Massachusetts, a cosponsor, stated: 


Local governments depend very heavily on property taxes 
for their revenue. Accordingly, whenever property is taken 
or kept off the tax rolls of a local government because of 
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Federal acquisition, a blow is struck against the fiscal sound- 
ness of such local government. The weight of this blow is 
increased because there is no immunity for local governments 
from the duty to furnish municipal services to property owned 
by the Federal Government and to the activities conducted on 
such property. From the standpoint of a community in which 
it owns property, the Federal Government is often an un- 
welcome guest in situations where it receives the benefit of 
many community services for which it makes no contribution 
to defray the cost of such services by payments in lieu of local 
taxes. 

To design a fair and comprehensive law providing a for- 
mula for determining what the Federal Government should 
pay in lieu of local taxes to communities where it owns prop- 
erty would require much detailed information which is not 
available. Because of the insufficiency of full and precise 
information about the great variety of Federal property 
and activities and their effects on local communities, it would 
appear very difficult, if not impossible, for Congress to pre- 
scribe any sound general formula for payments in lieu of 
taxes. 

S. 910, which I was pleased to cosponsor, wisely does not 
seek to establish any such formula. Rather it would afford 
for the first time a means whereby comprehensive and uni- 
form policies may be evolved, on a case-by-case basis, 
factually presented, for equitable treatment of local com- 
munities in which the Federal Government owns property. 

S. 910 would establish a Federal board for payments to 
local governments whose duty it would be to receive, con- 
sider, and pass on applications from local tax authorities 
for payments in lieu of taxes. The board would act in a 
quasi-judicial manner and would consider all the positive 
and negative effects, both direct and indirect, to communities 
— from the Federal Government’s property holding 
therein. 

The bill’s approach to this very difficult and important 

uestion is, in my judgment, prudent, fair, and positive. 

hope it will be javorably reported by the Committee on 
Government Operations and promptly enacted by the 
Congress so that the Federal Government’s weakening of the 
fiscal condition of hundreds of cities and towns throughout 
the United States can be ended. 


Senator Keating, of New York, a cosponsor, stated: 


I applaud the action of this committee in scheduling this 
early hearing on a proposal which I feel will go a long way 
toward correcting a real injustice in the present Federal- 
State tax relations. 

The need for this legislation is clear. During and since 
World War II, Uncle Sam has gone so far into the real estate 
business that a good many local communities have found 
their tax revenues seriously impaired by the exemption 
traditionally accorded Federal property. At the crux of 
this problem is the fact that much of this real property is not 
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wasteland or areas of low value, but valuable urban and 
suburban locations which would normally contribute gener- 
ously in local taxes and which impose a proportionately high 
burden on local services and facilities. 

Some communities have been subjected to very great 
hardships as a result of large Federal landholdings within 
their jurisidictions. Of course, the old theory was that 
exempting such holdings from taxation would work out as a 
substantially equitable corntribution, on the part of local 
communities, to the overriding national interests of the 
United States as a whole. This theory no longer works. 

The alternative approach is to have Federal taxpayers 
pay their fair share to local communities where the Federal 
Government holds land and enjoys the local services that are 
accorded to private property holders. It has long been my 
feeling that when any Federal property, excluding only 
those devoted to strictly governmental purposes, enjoys the 
benefit of local services, it should contribute its fair share of 
local taxes. I was persuaded of the justice and fairness 
inherent in this proposition way back in 1947, and have had 
a bill to effectuate it pending in Congress ever since. 

Mr. Chairman, although S. 910 varies in some respects 
from the proposals I offered as a Member of the other body, 
I have joined it as a cosponsor because I believe it enunciates 
the same basic principle I have espoused for years. I believe 
this measure is an effective means for coming to grips immedi- 
ately with this very grave problem, while at the same time 
providing sufficient flexibility to implement the changes 
which inevitably must be made in any payments-in-lieu-of- 
taxes program. 

The provision in S. 910 for the establishment of a Federal 
Board for Payments to Local Governments is new to me; it 
was not included in the legislation I have previously spon- 
sored. However, I am inclined to think that such a Board 
would serve a worthy purpose in the sense that it would pro- 
vide the machinery necessary for coping with the numerous 
problems in this field on a case-by-case basis. 

I enthusiastically endorse the provision calling for the 
Board to make a comprehensive report, within 2 years after 
the date of enactment, accompanied by legislative recom- 
mendations relating to the need for a continuing policy in this 
field. Certainly, the complexity of formulating workable 
and sound taxing formulas makes the provision for a study 
and report by the Board a good one. There is a crying need 
for experts to take a long, hard look at this whole problem of 
payments-in-lieu-of-taxes to local communities, based on 
actual experience in the field. The Board for Payments to 
Local Governments would be in an admirable position to per- 
form such a service, after a number of months of administer- 
ing such a law. 

* * * * * 
It is wise, I think, to consider legislation in this field as 


being temporary in nature. At least, any such statute should 
be subject to constant review and study until all inequities 
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are eliminated, and its application made as equitable and fair 
to all concerned as possible. 

I believe most sincerely there is an urgent need for legisla- 
tion in this field and because S. 910 represents a carefully 
studied, temperate appreach, it deserves the approval of 
this committee, and eventually, of the Congress. 

It is significant that this measure has the endorsement of 
the National Association of County Officials, the Council of 
State Governments, and the American Municipal Associa- 
tion. All of these outstanding organizations recognize at 
first hand the need for enactment of this bill. 

Mr. Chairman, because S. 910 provides a flexible, modest 
means for reimbursing local communities which have suffered 
losses as a result of Federal tax-immune real estate in their 
jurisdictions, without unduly burdening the Federal Treas- 
ury, it is worthy of the approval of this committee. It would 
do much to put the Federal-State tax structure on a sound 
and equitable basis. 


Senator Ernest Gruening of Alaska stated: 


I appreciate fully the tremendous amount of work which 
has gone into bringing the bill, S. 910, to its present stage 
of development. You, Mr. Chairman, and the members of 
the staff who have worked so diligently on this matter, are 
deserving of the highest commendation for what you have 
accomplished in a matter so highly complex and yet of such 
vital importance, especially to a public land State such as 
mine. 

The objectives which this bill seeks to achieve meet with 
my wholehearted approval, even though I realize, at the 
same time, that the amount of actual funds which would be 
paid to localities in Alaska if this bill were enacted would be 
slight, if indeed any at all are received. Actually the only 
areas in which Alaska would possibly be eligible for these in 
lieu payments would be in the municipalities and school 
districts, since at this time there are no State property taxes 
and no county taxes in Alaska. 

But the bill is a beginning—it is an opening wedge. 

It is my sincere hope that the Board which would be 
created upon the passage of this bill will, after the completion 
of the study contemplated, bring in recommendations to 
bring order out of the chaos of the present welter of 
differing Federal withdrawal policies. Witnesses already 
appearing before this committee have testified as‘to the 
confusion caused by the lack of a firm, clear, sensible, 
Federal policy which would govern all Federal land withdraw- 
als for whatever purpose, 

We in Alaska, because of the unbelievably vast Federal 
land holdings, the equally vast Federal land withdrawals, and 
the on-again off-again releases of land, have seen over the 
years at first hand the inequities wrought by Federal land 
policies that are unplanned, inconsistent, and inequitable. 

What is needed, Mr. Chairman, is the kind of look-see at 
the total problem such as you are proposing. I hope that in 
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the course of its study the Board will take a good, hard look 
at the special problems Alaska faces because of past and 
current Federal land withdrawal, that it will take cognizance 
of the fact that those same policies have been responsible 
over the years for the lack of development of Alaska’s great 
resource potentials, and that it will prove that this bill is but 
the beginning of securing equity for localities whose tax base 
has been so sorely crippled by the withholding from inclusion 
in that base such huge Federal land holdings. 

Once again, Mr. Chairman, I commend you and the other 
members of the committee, and the staff, for the work which 
on have done on this bill and assure you of my whole- 

earted support. 


Committee consideration 


Following an analysis of the testimony received at the hearings, the 
committee concluded, as it had in the 84th Congress, that (1) because 
of the complexities inherent in the subject, Dm the large number of 
variables involved, no broad legislative program covering all aspects 
of Federal-State-local fiscal relations is possible at this time; (2) since 
the factual patterns varied in the 17,183 cities and 3,047 counties in 
the United States which may possibly be affected by Federal tax 
immunities, the only approach which would furnish a measure of 
relief to those local governments which are hard pressed as a result 
of Federal acquisition, is through a limited program of payments in 
lieu of taxes, coupled with a case-by-case consideration by an adminis- 
trative board of the relative merits of individual cases; (3) any further 
legislative action must await the accumulation by such board of 
information concerning specific local needs and situations, compiled 
on a case-by-case basis, following actual field studies throughout the 
United States; and (4) no amount of general study, unrelated to the 
specific variable factors in each individual case, would serve any useful 
purpose. 

he committee’s decision to approve a program providing for three 
categories of payments was based upon the following considerations: 

(1) With respect to special assessments levied after the effective 
date of the act, it was felt that since a special assessment results in an 
ultimate improvement to the property, thus adding to its value, there 
is no reason why Federal agencies should not pay for improvements to 
their properties in the same manner as private taxable owners, pro- 
vided, of course, the assessment is levied on real property pice § by 
taxable persons in the community. 

(2) With respect to payments in lieu of taxes on Federal real prop- 
erty in the custody or control of taxable persons under lease, contract 
or oom nae pe’ the property is being used for private purposes 
and is operated by private taxable persons, and the interest of the 
Federal Government is only that of a landlord or titleholder. 

(3) With respect to industrial or commercial property acquired after 
June 30, 1950, the guiding consideration was the fact that the Federal 
use of such property is, for the most part, identical to that of private 
taxable property used to produce for the same purposes. Thus, if the 
we nas were privately owned, it would pay taxes; the mere fact of 

ederal ownership should not deprive the local taxing authority of 
taxes. The June 30, 1950, cutoff date was chosen because this date 
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would cover the increased Federal acquisition of real property of 
this type, incident to the Korean war. In addition, it will serve to 
keep the cost of this program within reasonable bounds. Additional 
safeguards against any unreasonable payments are contained in 
section 8 of the committee amendment which sets out the formula 
that the Board must follow in determining the amount of any pay- 
ments to which a local taxing authority may be entitled, and by 
limiting the amount payable, in any event, to an amount not in excess 
of the amount of tax which would have been payable by private 
taxable persons for similar property in the area. Finally, the payment 
provisions of the committee amendment are intended to reflect a 
determination by the committee that in situations in which payments 
are authorized, hardship may have been imposed upon local govern- 
ments. 

Cost 

The committee gave considerable attention to the probable cost of 
the program established by S. 910, as amended, and concluded that 
only rough estimates can be made, because it is impossible to forecast 
the special assessments which local taxing authorities are likely to levy 
on Federal property in the future; and it is difficult to estimate the 
cost of Federal payments on Federal real property in the custody or 
control of taxable persons under lease, contract or permit arrange- 
ments, since State and local law applicable to such property varies 
considerably, and the value of the Federal interest as well as the tax 
equivalent are difficult to estimate. 

Concerning industrial or commercial real property acquired by the 
Government after June 30, 1950, although the properties falling into 
this category are generally identifiable, the potential cost of Federal 
payments on such properties cannot be determined without a prior 
determination of (1) their assessed value; (2) applicable local tax rates 
for each specific piece of property ; and (3) the adjustment which would 
be applicable under the formula provided in section 8 of the amend- 
ment. 

With respect to the assessed value of the properties involved, al- 
though the cost to the Federal Government of each property is known, 
assessment practices in the thousands of assessment districts through- 
out the United States vary widely; and even in a single assessment 
district, the ratio of assessed value to full value may differ for similar 
properties. Finally, even if the Federal Board finds that an applicant 
qualifies, the application of the formula contained in section 8 of the 
amendment makes it impossible to provide a cost estimate, since no 
forecast may be made as to which factors will be applicable in any 
given case, which cases will be entitled to payments following the ap- 
plication of the formula, or the amounts which will finally be payable. 
_ With the foregoing limitations in mind, the Bureau of the Budget, 
in 1956, when a virtually identical measure, S. 4183, was under com- 
mittee consideration, advised the committee that the payments for 
special assessments would probably range between $200,000 and 
$300,000 per year; payments for property in the custody of private 
persons under lease, contract or permit might amount to several million 
dollars per year; and payments on commercial or industrial property 
might run between $10 and $20 million annually. It was stressed, 
however, that the numerous individual differences and imponderables 
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involved made these estimates more in the nature of a guess than a 
reliable estimate. 

From the foregoing, it is the committee’s considered judgment that 
these questions can never be resolved by a general study, but can only 
be determined by an administrative board, on the basis of its con- 
sideration of all of the factors involved in each case which comes 
before it. 


Committee amendment in the nature of a substitute 


In general, the amendment in the nature of a substitute is designed 
(1) to reorganize the provisions of S. 910 so as to present them in a 
more orderly fashion; (2) to redraft certain provisions in the interest 
of clarity and precision; (3) to incorporate certain technical amend- 
ments requested by executive branch departments and agencies; and 
(4) to make those substantive revisions required, to prevent unin- 
tended windfalls to local governments as a result of judicial determi- 
nations made since the preparation of the original measure, with 
respect to the liability of the United States for the payment of taxes 
in certain situations. 

The revisions which are contained in the amendment in the nature 
of a substitute are summarized as follows: 

Section 2(b): This subsection has been redrafted in order to draw 
more sbarply in the distinction between the study and survey and the 
payment functions of the Board. 

Section 2(b)(2): This subsection has been redrafted in order to 
clarify the meaning and to take cognizance of the situation found in 
recent cases decided by the Supreme Court of the United States in 
which the Court upheld a Michigan statute taxing the beneficial use 
of the federally owned property by a private lessee and a private 
permittee. Care has been taken to make certain that if such private 
taxable person is taxed on the use of such property, the Federal 
Government will not be required to make payments in lieu of taxes. 

Section 2(b)(3): This subsection has been redrafted in order to 
delete the reference to “hardship” contained in S. 910. The term 
has been included, instead, in the policy statement. This was done 
for clarification, since the term “hardship” does not appear in the 
payment provisions (sec. 9) of S. 910. The revision of this subsection 
also eliminates reference to “removal from the tax rolls of local gov- 
ernments” which appeared in the policy provisions of S. 910 but not 
in the payment provisions. 

Section 3(c) is a redraft of section 3(k) of S. 910. It merely clarifies 
the definition of “real property.” 

Section 3(i) redrafts and consolidates subsections (g) and (i) of 
section 3 of S. 910 in the interest of clarification and simplification. 

Section 4 is a redraft of section 4 of S. 910, eliminating matters 
which do not pertain to the organization and composition of the Board. 

Section 5: Subsection (a) has been added in order to tie section 5 
into the remainder of the committee amendment. Subsections (b) 
and (c) are identical to subsections (d) and (e) of section 5 of S. 910. 
Subsection (d) of the committee amendment is a combination of sub- 
sections 4(f) and 5(a) of S. 910. Subsections (e) and (f) are identical 
to subsections (d) and (e) of section 4 of S. 910. Subsection (g) 1s 
identical to subsection 7(e) of S. 910 with additional language relating 
to classified information. 
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Section 6 replaces subsection 5(c) of S. 910. This is a modification 
of section 5 of S. 1417, introduced by Senator Mundt, and provides 
a more comprehensive specification of the survey duties of the Board. 
It also includes elements of subsection 5(f) of S. 910. The study 
authority of the Board has been enlarged to include a study of pay- 
ments to States as well as local governments. S. 910 related only to 
a study of payments to local governments. 

Section 7 is identical to section 6 of S. 910. 

Section 8 is a redraft of portions of section 8 and section 9 of S. 910, 
consolidating into a single section substantive provisions authorizing 
the making of payments and specifying the manner in which the 
amount of each payment is to be ascertained. Subsection 8(a)(1) of 
the committee amendment is section 9(a)(1) of S. 910 virtually un- 
changed. Subsection 8(a)(2) of the committee amendment is a 
modification of subsection of 9(a)(2) of S. 910. It has been redrafted 
in the light of the 1958 decisions of the Supreme Court of the United 
States upholding the validity of a Michigan statute levying excise 
taxes upon certain federally owned real property (see explanation of 
section 2(b)(2) above). Subsection 8(a)(3) of the committee amend- 
ment is a redraft of subsection 9(a)(3) of S. 910, with minor modifi- 
cations in the interest of clarity. Subsection 8(b) of the committee 
amendment is a minor redraft of the matter contained in subsection 
9(b) of S. 910. 

Section 9: This section has been redrafted to consolidate in a single 
place procedural provisions which appeared at various places in S. 910, 
as introduced. Subsections (a), (b), and (e) of the committee amend- 
ment incorporate the provisions of subsections (b), (c), and (e) of 
section 8 of S. 910. Subsection (c) is identical to subsection (b) of 
section 5 of S. 910, and subsection (d) is identical to subsection (c) of 
section 7 of S. 910. Subsection (f) is a redraft of subsection (d) of 
section 7 of S. 910, with additional language authorizing judicial 
review and examination by the General Accounting Office. 

Section 10 is a redraft of other provisions of section 7 of S. 910 
relating to authority of the Board in the conduct of hearings. 

Section 11 is a new section which incorporates in one place all of the 
limitations and safeguards previously contained in various sections of 
S. 910. Subsections (a) and (ec) incorporate the provisions of sub- 
section (d) of section 8 of S. 910. Subsection (b) has been added at 

the request of the Tennessee Valley Authority. It is designed to make 
certain that TVA payment procedures under existing law will not be 
disturbed. Subsection (d) incorporates the provisions of subsection (f) 
of section 8 of S. 910. Subsection (e) adds additional safeguards to 
insure that nothing contained in this measure will impair any rights 
of State or local tax authorities under existing law to levy upon or 
collect taxes upon the interest of taxable persons in Federal property. 


Priority areas for Board studies 


Testimony at the hearings indicated that certain areas of the Nation 
are not likely to receive any immediate, direct benefit from the pay- 
ment provisions of the subject bill. Included in this category are 
Arlington County, certain of the public lands States, and Alaska. 
Arlington County, which has fiscal problems similar to those of the 
District of Columbia, because of the very heavy concentration of 
Federal installations, is almost in a class by itself. 


59006°—-59 S. Rept., 86-1, vol. 6 3 
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It is the committee’s intention that, in planning and conducting its 
surveys, pursuant to section 6 of the committee amendment, the Fed- 
eral Board for Payments to Local Governments will give first priority 
to the plights of areas such as these, with particular reference to pro- 
posed remedial legislation designed to alleviate the fiscal hardships 
imposed on these areas as a result of large Federal holdings. 


CONCLUSIONS 


S. 910, as amended, represents the culmination of more than 10 years 
of continuing efforts by this committee to develop a program which 
would afford some measure of relief to local communities which have 
suffered losses as the result of the presence of Federal tax-immune 
property in their jurisdictions but which would not do violence to the 
principle of Federal tax immunity or constitute an undue burden upon 
the Federal Treasury. Through the years many hundreds of witnesses 
have been heard, many volumes of testimony have been compiled, and 
numerous reports have been made by interested groups—all of which 
have been carefully studied by this committee. 

Based upon these many years of study and consideration, the com- 
mittee has come to the following conclusions: 

1. There is an urgent need for immediate legislative action to pro- 
vide temporary relief for local taxing authorities from unjustified and 
inequitable burdens and hardships which have been imposed upon 
them as the result of large-scale Federal acquisition of various types 
of property which has operated to remove such property from the local 
tax rolis. 

2. Because of the extremely complex nature of the subject and the 
many variables which are involved, it is not possible at this time to 
devise a comprehensive permanent program which will operate in a 
fair and equitable manner and which is not likely to involve high ex- 
penditures of Federal funds and possible “windfall” payments to com- 
munities which have actually benefited rather than been harmed by 
the presence of Federal jaasdetinne, 

3. The only equitable type of program which is possible is one in 
which payments are based upon individual cases and situations as they 
are presented and documented and as information relative to each situa 
tion is compiled, evaluated, and assessed on its merits. 

S. 910, as amended, would provide for the beginning of such a pro- 
a on a 5-year trial basis. It would permit modest payments in 
imited areas, subject to several limitations which have been carefully 
worked out. It has the support of all of the major organizations repre- 
senting taxing authorities, including its National Association of 
County Officials, the American Municipal Association, the National 
Association of Tax Administrators, and 33 Members of the USS. 
Senate, including Senators from the western public lands States. 

The committee desires to emphasize that this measure will definitely 
not establish a giveaway program; it will not open the gates to un- 
limited and unrestrained payments by the Federal Government to 
local communities; and it is not discriminatory. 

The committee has taken great care to incorporate in the committee 
amendment adequate safeguards and various protective measures to 
insure that no community will receive payments to which they are not 
entitled. Some of these protective measures are: (1) A provision 
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denying payment to any community which is receiving a Federal 
payment for the same property under another Federal program; 
(2) a provision denying payment to any taxing authority on any 
Federal property in the custody or control of taxable persons pursuant 
to a lease, contract, or permit executed by a Federal agency, if the 
lessee, contractor, or permittee is taxed on that property; (3) a pro- 
vision insuring that no Federal payment will be required by this bill 
with respect to any TVA property allocated to power purposes; and 
(4) with respect to commercial or industrial property, (a) the 1950 
cutoff date, (6) a rigid formula for determining the amounts of pay- 
ments, in the event of a showing of eligibility and entitlement; (c) a 
provision that in no event can the Federal payment exceed an amount 
equivalent to the amount of the tax, had the property been privately 
owned by taxable persons; and (d) a provision that the Federal 
property will receive the same tax benefits offered by a taxing author- 
ity to private taxable persons. 

Any allegation that this measure is discriminatory is entirely without 
merit. It is true that its coverage is limited, and numerous com- 
munities will not receive payments if the Federal industrial or com- 
mercial properties in their respective jurisdictions were acquired prior 
to June 30, 1950. However, without a cutoff date the cost of this 
program would be exceedingly high, and the 1950 cutoff date repre- 
sents the beginning of a period of expanded Federal acquisition. 
Moreover, because the payment provisions of the committee amend- 
ment cover only a limited category of property, that does not make 
it any more discriminatory than the 55 existing laws which authorize 
some type of Federal payments to local communities, covering some 
and excluding others. Finally, it is stressed that this is not permanent 
legislation, although it is hoped that it will point the way to permanent 
legislation. If there are defects in the operation of this program, as 
applications and evidence which are presented to the Federal adminis- 
trative board are analyzed and developed, the Board will make reports 
and recommendations to the Congress for improvements, and the 
Congress will then be in a position to make the final determination, in 
each area, based not upon abstract studies, but upon concrete, 
documented evidence. 

It is the firm conviction of the committee that this program is 
extremely important in another connection. At the present time, the 
real property holdings of the Federal Government have reached enor- 
mous proportions and entail tremendous expenditures. If Federal 
agencies are required, in proper cases, to make such payments as are 
provided for in the subject bill, it should serve as an incentive to these 
agencies to dispose of numerous substantial holdings of commercial or 
industrial real property which should be in the hands of private indus- 
try and on the tax rolls of the communities in which they are located. 

Finally, it may be stated that S. 910, as amended, satisfies neither 
the opponents nor the proponents of a Federal payment-in-lieu-of- 
taxes program. It is, however, a sincere effort to solve a most per- 
plexing problem and to pave the way, in a realistic fashion, for such 
improvements as may be needed, based upon the 5-year experience 
under this program. 

It is the committee’s sincere conviction that S. 910, as amended, is 
the beginning of a program which is reasonable and logical and will 
enable the systematic compilation on a case-by-case basis of informa- 
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tion relative to the needs of each community in which Federal property 
is located. The administrative board established by the committee 
amendment is required to report to the Congress concerning its 
activities every 6 months; and the comprehensive report required to 
be submitted within 2 years, based upon the cases adjudieated by it 
and the field studies conducted with respect to other types of cases, 
will furnish the Congress with a solid foundation upon which further 


policy determinations may be based. The Board will cease to exist 
on December 31, 1966. 


SECTION-BY-SECTION ANALYSIS OF COMMITTEE AMENDMENT 


Outline of committee amendment 


This bill consists of 12 sections, of which the first 3 specify a short 
title, declare the general policy, and establish special definitions. 
Sections 4 and 5 establish a Federal Board for Payments to Local 
Governments and prescribe its duties. Section 6 directs the Board 
to conduct certain specified surveys and investigations and section 7 
establishes an Advisory Committee and prescribes its duties. Section 
8 contains the temporary authorization for payments to tax authorities 
with certain limitations; section 9 sets forth the procedures for deter- 
mination and payment; and section 10 relates to hearings conducted by 
the Board. Section 11 contains limitations and savings provisions 
and section 12 authorizes necessary appropriations. 


Section 1. Short title 


The act may be cited as the Payments to Local Governments Act 
of 1959. 


Section 2. Declaration of policy 


Subsection (a) states that although the United States is under no 
constitutional obligation to pay taxes or make financial contributions 
in lieu of taxes to States or political subdivisions thereof with respect 
to Federal property, the Congress declares that it is national policy 
to avoid demonstrable financial hardship upon such local governments 
caused by the exemption of Federal real property from taxation by 
local governments. 

Subsection (b) declares it to be the purpose of the act to provide 
for the conduct of a comprehensive study to ascertain (1) the nature 
and extent of any continuing need for Federal contributions to those 
governments to relieve such hardship, and (2) the ways and means 
whereby any such hardship may be alleviated most effectively and 
economically. It is stated that a further purpose of the act is to 
make temporary provision for the relief of those governments from 
such hardship, pending the completion of that study, by authorizing 
the making of certain Federal contributions to local governments in 
lieu of the payment of (1) special assessments levied after the effective 
date of the act upon real property situated in urban and suburban 
areas to defray the cost of local public improvements; (2) taxes with 
respect to Federal real property in the custody or control of taxable 
persons under lease, contract, or permit arrangements, to the extent 
that taxes with respect to that property are not paid by such taxable 
persons; and (3) taxes upon Federal real property acquired after June 
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30, 1950, which is in the custody or control of any Federal agency for 
industrial or commercial use. 

Subsection (c) declares that in consideration for the payments 
authorized, the Congress expects the recipients thereof to make avail- 
able to the Federal Government its property and its officers and 
employees and their families, all public service normally provided 
by them, upon the same terms and conditions as such services are 
made available to or with respect to other property and individuals. 


Section 8. Definitions 

Some words and phrases in the bill are defined restrictively or used 
in a special sense. Some of these are as follows: 

‘Federal agency” means any department, agency, officer, or 
independent establishment in the executive branch of the Government 
of the United States, and any corporation now or hereafter subject 
to the provisions of the Government Corporation Control Act (31 
U.S.C. 846). 

‘Federal property” means any real property the legal title to which 
is held by the United States or any Federal agency. 

“Controlling agency,” when used in relation to any Federal prop- 
erty, means the Federal agency which is charged with the duty of 
administering such property. 

“State”? means any State of the United States (District of Columbia 
is excluded). 

“Tax authority” means any county, city, municipality, tax district, 
or other political subdivision or public entity of any State having 
authority under the law of such State to levy within its territorial 
jurisdiction any tax or special assessment upon real property. 

“Tax”? means any tax of general application levied according to 
value by any tax authority upon sel property situated within its 
territorial jurisdiction, but does not include any tax levied upon the 
manufacture, purchase, sale, transfer, or use of any property, or any 
income derived from any property. 

“Taxable person” means any individual, partnership, private as- 
sociation, private corporation, or other nongovernmental legal entity. 

‘Special assessment” means any levy, other than a tax, imposed 
after the date of enactment of this act by any tax authority directly 
upon real property situated within its territorial jurisdiction to defray 
the cost of any public improvement. 

“Real property” means any interest in land, and any improvement 
thereon, if such interest or improvement constitutes real property 
under law in effect within the State in which such property is situated. 

“Industrial or commercial use,” when used in relation to any Federal 
property, includes any use made of such property for (1) the mining, 
manufacturing,«fabrication, or repair of any article or commodity; 
(2) the generation of electrical energy; (3) the transportation of in- 
dividuals or property; (4) the sale or leasing of any property, com- 
modity, or service; and (5) the storage of property incident to any of 
the uses heretofore enumerated, but does not include the use of any 
such property for (a) the housing of individuals for which rent is re- 
ceived, (6) the storage of any agricultural commodity, or (c) any pur- 
pose for which the property, if privately owned or used, would by 
reason of its use be exempt from tax under laws applicable within the 
tax authority of its situs. 
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Section 4. Federal Board for Payments to Local Governments 


This section establishes a bipartisan Federal Board for Payments to 
Local Governments, composed of five members, appointed by the 
President, subject to Senate confirmation, who would serve at the 
pleasure of the President. They would receive annual salaries equiv- 
alent to the salary of a Commissioner of the United States Court of 
Claims ($19,000), and would not be permitted to engage in any other 
business. ‘The Chairman of the Board would be designated by the 
President; a vacancy in the Board would not impair the right of re- 
maining members to exercise all of the Board’s powers; and three 
members would constitute a quorum. It would cease to exist on 
December 31, 1966. 


Section 5. Powers and duties of the Board 


Subsection (a) provides that the Board will exercise the powers and 
perform the duties conferred and imposed upon it by this act. 

Subsection (b) authorizes the Board, in the performance of its survey 
and investigative functions, at its discretion, to consult from time to 
time with the Advisory Committee established under section 7, and 
to receive its advice and recommendations with regard to problems 
encountered by the Board in the performance of these functions. In 
addition, the Board is directed to consult, from time to time, with 
representatives of tax authorities and State governments and other 
appropriate persons and to pay such persons, while serving without 
compensation, transportation and per diem at the regular prescribed 
rates. 

Subsection (c) requires the Board, every 6 months, to submit to 
the President, for transmittal to the Congress, its report concerning 
operations during such period, containing full and complete informa- 
tion concerning applications received and payments ordered by the 
Board during such period, together with such other information as 
may be helpful to the Congress in evaluating the operation of the 
act, and all other provisions of law authorizing payments of taxes, 
or in lieu of taxes to States and to tax authorities. 

Subsection (d) requires the Board to make such rules and regula- 
tions not inconsistent with the act, as may be necessary, and to 
prescribe required uniform rules, regulations and forms for the filing 
by tax authorities of applications for payments authorized by the 
act, the examination of such application and the conduct of hearings 
thereof, and the determination of action to be taken upon such ap- 
plications. 

Subsections (e) and (f) authorize the Board, subject to civil service 
laws and the Classification Act of 1949, to appoint and fix the com- 
pensation of such personnel as may be necessary for the performance 
of its functions and to procure services of consultants at rates not 
exceeding $50 per day. 

Subsection (g) authorizes the Board to secure from any Federal 
agency any information necessary to carry out its functions, subject 
to provisions of law and regulations relating to the classification of 
information in the interest of national security. In addition Federal 
agencies are authorized to furnish such information to the Board 
upon the request of the Chairman. 
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Section 6. Surveys and investigations 


Subsection (a) requires the Board to conduc omprehensive surveys 
with respect to (1) all existing law within the S... es relative to taxation 
of real property by the States or by taxing authorities thereof; (2) all 
existing Federal law authorizing payments by the Federal Govern- 
ment to States or tax authorities thereof (a) of taxes on real or personal 
property or special assessments on real property, (5) in lieu of taxes or 
special assessments with respect to such property, or (c) in the form 
of grants-in-aid, sharing of revenues derived from Federal property, 
or for assistance rendered by the furnishing of services or facilities 
by any Federal agency. 

Subsection (b) requires the Board to conduct a comprehensive 
survey of the extent to which States and tax authorities thereof derive 
benefits directly or indirectly through payments made to them (a) 
under existing programs established by Federal law, (6) by persons 
residing or employed upon Federal property, or (c) in connection with 
any property, trade, business, etc., situated or occurring on Federal 
property. 

Subsection (c) requires the Board to conduct a comprehensive 
investigation of the extent, if any, to which there is a need for addi- 
tional legislation by the Congress to provide continuing financial 
assistance for States or tax authorities thereof to relieve hardship 
incident to the tax exempt status of Federal property. Included in 
this latter study would be an inquiry to determine such matters as 
the classes of Federal property with respect to which additional 
continuing assistance should be granted, the nature and extent of 
such continuing assistance and the conditions under which such 
assistance should be granted. The annual cost to the United States 
of continuing financial assistance with respect to such property; and 
ways and means whereby States and tax authorities thereof may be 
accorded effective right to apply personal property taxes in effect 
within their jurisdiction to industrial plant equipment, materials, 
supplies, and inventories owned by private parties and used by them 
for commercial purposes within plant facilities owned or controlled 
by departments and agencies of the U.S. Government. 

Subsection (d) requires the Board to transmit to the President and 
the Congress a comprehensive report containing (1) the text of all 
provisions of law within the States relative to the taxation of real 
property by the States or by taxing authorities thereof; (2) the text 
of all provisions of Federal Jaw authorizing payments by the Federal 
Government to State or local taxing authorities of payments of taxes, 
in lieu of taxes or special assessments, or under revenue-sharing ar- 
rangements and grants-in-aid; the findings of the Board resulting from 
all of the studies and surveys which the Board is required to make; 
the Board’s recommendations concerning any additional legislation 
which its investigations indicated are necessary; a detailed analysis of 
the relationship between any such recommendations and the provi- 
sions of existing law relative to Federal payments to State and local 
taxing authorities; and specific recommendations with respect to the 
future treatment of properties for which payments are temporarily 
authorized under Public Law 388, 84th Congress, as amended (former 
RFC properties). 
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Section 7. Advisory Committee 


Subsection (a) provides for the establishment by the President of 
an Advisory Committee on Payments to Local Governments, com- 
posed of 12 members appointed by the President, of whom 6 would 
be officers or employees of Federal agencies, and 3 each from State 
governments and local tax authorities; 1 member would be designated 
by the President to serve as chairman. 

Subsection (b) provides that this Committee would have the duty 
of (1) studying the administration of the act and all other Federal 
legislation authorizing Federal payment of taxes or in lieu of taxes to 
local tax authorities, and problems arising in connection therewith; 
(2) consult with the Board, upon its request, in an advisory capacity 
in the solution of such problems; and (3) transmit from time to time 
to the Board, and the President for transmittal to the Congress, a 
report summarizing the results of its studies, together with its recom- 
mendations for administrative or legislative changes which it may 
consider necessary or desirable for the efficient, economical, and equi- 
table administration of such provisions of law. 

Subsection (c) provides that committee members who are Federal 
officers or employees would receive no additional compensation for 
services rendered under the act; all others would receive compensation 
not in excess of $50 for each day of service, as the President may pre- 
scribe; and all members would be entitled to reimbursement for neces- 
sary travel and other expenses incurred in the performance of their 
duties under the act. 


Section 8. Temporary authorization for payments to tax authorities 

Subsection (a) establishes three categories under which payments 
may be made under the act and provides that a tax authority may 
claim under one or more of these categories, upon application made 
in conformity with the provisions of section 9 of the act. The first 
of these relates to special assessments levied after the enactment date 
of this act, provided such assessment was also levied on real property 
owned by taxable persons, and payment would be an amount equal to 
the sum payable if such property were owned by private taxable 
persons. The second category relates to real property in the custody 
or control of taxable persons pursuant to a lease, contract, or permit 
executed by a Federal agency, if such property were owned by 4 
taxable person, diminished by the amount of any real property or 
other tax measured by the value of such property payable by the 
taxable person having custody or control thereof to a tax authority 
for or on account of the possession or use thereof. The third category 
relates to real property frst acquired by the Federal Government after 
June 30, 1950, and which is devoted to or held for predominantly 
commercial or industrial use. 

Subsection (b) provides that with respect to property in the third 
category, the amount payable, if any, would be a sum equal to the 
‘nominal Federal liability,” defined as the amount of real property 
tax which would have been payable if the property had been owned 
by a taxable person; increased by the “specific Federal liability,” 
defined as the aggregate amount of the expenditures necessarily in- 
curred by a tax authority during the tax period in furnishing directly 
to or on behalf of such property any facilities or services of kinds not 
customarily furnished by such tax authority to or on behalf of other 
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roperties of like class; and reduced by “the credit against Federal 

fiability,” defined as the aggregate value of governmental services of 
kinds normally furnished within the territorial jurisdiction of such 
tax authority by Federal agencies controlling such property; and 
further reduced by any additional credit against Federal liability 
resulting from any exemption, immunity, or reduction in the tax rate 
or amount, if such are available, with respect to real property under 
State or local law, to private persons as an inducement to engage in 
industrial or commercial activities within the territorial jurisdiction 
of the particular tax authority. 

Subsection (c) provides that no payment determined by the Board 
to be payable to any tax authority with respect to any Federal prop- 
erty shall exceed the amount which would have been payable if such 
property had been developed and used by a taxable person for a 
similar private industrial or commercial use, either within the terri- 
torial jurisdiction of such tax authority or in nearby comparable 
communities, as determined by the Board. 


Section 9. Applications and procedure for determination and payment 


Subsection (a) requires that each application by tax authorities for 
any payment under section 8 of this act shall specify the Federal 
property with respect to which claim for payment is made, and the 
basis upon which such claim is made, and the period of time for which 
such claim is made. 

Subsection (b) provides that each application for any payments 
made by any tax authority under this Act shall be for a period not 
in excess of 12 months, beginning not earlier than January 1, 1960, 
and ending not later than December 31, 1964. It provides further 
that no more than one application may be filed with the Board for 
any period with respect to the same Federal property; and no appli- 
cation for any period may be filed after 6 months following the end 
of such period. 

Subsection (c) provides that when any application is filed by one 
or more tax authorities, the Board shall examine such application to 
determine whether it states a probable basis for the making of any 
such payment, and, if such probable basis is found to exist, to conduct 
a full and fair hearing upon such application. Upon the basis of the 
evidence received at such hearing or obtained by such field investiga- 
tion as the Board may determine to be appropriate, or both, the 
Board is required to prepare its report setting forth its findings of 
fact and conclusions as to the merits of such application; it is then 
required to enter its order thereon, prescribing the amount, if any, 
awarded to each applicant, and the portion thereof to be paid by each 
controlling agency administering real property chargeable in whole or 
in part for such award. 

Subsection (d) provides that upon entry of the Board’s order 
upon any application for payment under this act, the Board shall give 
notice thereof to each tax authority which was a party to such appli- 
cation; each such order shall become final 60 days after its entry, 
unless the Board, during such period, has granted a rehearing upon 
request of any applicant who joined therein; not more than one rehear- 
ing may be granted upon an application; and any order entered by the 
Board after a rehearing shall become final upon its entry. The Board 
is required to transmit a certified copy of each final order to each tax 
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authority joining in the application upon which such order was en- 
tered, and to each Federal agency charged thereby with the payment 
of any part of any award made thereby. 

Subsection (e) requires that upon certification by the Board to any 
Federal controlling agency of any final order awarding any payment 
to any tax authority under this act, with respect to any Federal prop- 
erty controlled by such agency, such agency shall pay to such tax 
authority the amount specified in the award. 

Subsection (f) provides that each final order of the Board shall be 
final and conclusive upon all tax authorities and upon all Federal 
pete, and shall not be questioned by any court or any accountin 
officer of the Government, unless such order is modified or reverse 
by a court of competent jurisdiction or is adjudged invalid in whole 
or in part by the General Accounting Office. 


Section 10. Hearings conducted by the Board 


Subsection (a) authorizes the Board, or any authorized member 
thereof or examiner designated thereby, to conduct any hearing or 
investigation authorized by the act; to administer oaths and affirma- 
tions, examine witnesses, and receive evidence anywhere in the United 
States; and to require by subpena the attendance of witnesses and the 

roduction of documentary evidence relevant to the matter under 
inquiry. Attendance of witoesses and the production of documentary 
evidence may be required from any place in the United States at any 
designated place of hearing; and witnesses summoned shall be paid 
the same fees and mileage paid witnesses in U.S. district courts. 

Subsection (b) authorizes the Board to invoke the aid of any U.S. 
district court in the event of disobedience to a subpena, in requiring 
attendance and testimony of any person or the production of docu- 
mentary evidence by such person, or both; and such U.S. district 
court may, in the event of contumacy or refusal to obey a subpena 
issued to any person, issue an order requiring such person to appear 
and produce documentary evidence, if so ordered, oa to give evidence 
relating to the matter in question. Failure to obey such a court order 
may be punished by such court as a contempt thereof, and for the 
purposes of this subsection, the order or process of the court for any 
judicial district may be served and shall be effective within any other 
judicial district of the United States. 

Subsection (c) requires that hearings conducted by the Board pursu- 
ant to this section shall be public and provides that in any hearing 
upon any application made under section 9 each applicant shall have 
the right to present its case with the assistance of counsel, to offer oral 
or documentary evidence, submit rebuttal evidence and conduct such 
cross-examination as may be required for a full and true disclosure of 
the facts. An accurate stenographic record is required to be taken 
of the testimony of each witness, and a transcript of such testimony 
is required to be filed in the office of the Board. 


Section 11. Limitations and savings provisions 


Subsection (a) prohibits payment under this act with respect to 
any parcel of Federal property for any period for which a tax author- 
ity is eligible to receive Federal payments with respect to the same 
property under any other provision of law authorizing payments of 
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taxes or in lieu thereof on real property or payments under any 
revenue-sharing arrangement. 

Subsection (b) prohibits payment under the act to any tax author- 
ity with respect to any power property owned or controlled by the 
Tennessee Valley Authority, or (2) any portion of any multipurpose 
property owned or controlled by such Authority which is allocated 
to power purposes. With respect to these properties and parts of 
properties, the Authority is required to continue to make payments 
to States and to tax authorities as a charge against its power opera- 
tions, in accordance with section 13 of the Tennessee Valley Authority 
Act of 1933 (48 Stat. 66, as amended). With respect to other prop- 
erties and parts of properties owned or controlled by the TVA, the 
authority is required to make payments in accordance with the pro- 
visions of this act in addition to the payments required to be made 
under section 13 of the TVA Act of 1933. 

Subsection (c) provides that nothing contained in the act shall bar 
the making of any payment under any provision of law or revenue- 
sharing arrangement referred to in subsection (a) or (b) of this section. 

Subsection (d) provides that the failure of any Federal agency to 
make timely payments authorized with respect to any Federal prop- 
erty would not subject such agency or any purchaser of property from 
such agency to the payment of any tax, penalty, or penalty interest 
or other charges. Likewise, it would not subject the Federal property 
to any lien, attachment, foreclosure, or other proceeding not specifi- 
cally authorized by the act. 

Subsection (e) provides that nothing contained in the act shall 
limit or impair any power which any tax authority may have under 
any other provision or principle of law to levy upon or collect from 
any taxable person any tax upon any interest in Federal property 
possessed by such person, or with respect to the possession or use by 
such person of any Federal property. 


Section 12. Appropriations 


This section authorizes appropriations to each Federal controlling 
agency of such sums as may be required for the discharge of its duties 
and obligations under this act, and any sum determined to be payable 
under section 8 of the act by any Federal agency shall be considered 
to be a necessary expense of such agency. 


AGENCY COMMENTS 


In general, the executive branch expressed opposition to the enact- 
ment of S. 910 at this time for reasons set forth in a letter from the 
Director of the Bureau of the Budget, dated July 8, 1959. The 
Treasury Department, in a letter dated August 1, 1959, advised that 
it favored enactment of the bill. However, in a subsequent letter, 
dated August 25, 1959, the Treasury Department advised that the 
administration’s position was reflected in the attached letter of July 8, 
1959. Other departments and agencies followed the Bureau’s posi- 
tion, for the most part, but, as previously indicated, some of them 
submitted comments on technical aspects of the measure. 

The letters from the Director of the Bureau of the Budget and the 
Treasury Department follow: 
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EXeEcuTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE Bupcet, 


Washington, D.C., July 8, 1959. H 
Hon. Joun L. McCie.ran, 
Chairman, Government Operations Committee, V 
U.S. Senate, Washington, D.C. 

My Dear Senator McCuiecian: This is in further response to the tl 
request for our views on S. 910, a bill to authorize the payment to gC 
local governments of sums in lieu of taxes and special assessment with re 
respect to certain Federal real property, and other purposes. 

For more than 20 years, efforts have been made to develop an ec 
equitable basis for making payments in lieu of taxes. In 1956 the th 
administration recommended legislation which would authorize pay- in 
ments in lieu of taxes only on commercial and industrial real property in 
acquired by the Federal Government after June 30, 1950, but only G 
upon a showing by local governments of “demonstrable hardship.” to 

The proposal also provided for a 2-year intensive study of the entire as 
problem in order to develop a permanent national policy covering such al 
payments. The proposal was presented again by the President in his al 
budget message for fiscal year 1958, but it was not acted upon by the W 
Congress. Since that time, additional ingredients have been intro- in 
duced into this problem that demand our careful attention. F 

This entire field of study is one characterized by diverse and con- se 
flicting considerations with complications frequently difficult to ap- be 
praise. It seems to have become one of the most sensitive areas of pl 
intergovernmental fiscal relations. or 

The most recent development has been the decisions of the U.S. 
Supreme Court involving Michigan and Wisconsin statutes which 01 
have established the principle that State or local governments may tax re 
the possession and use of Federal property in the hands of private G 
persons without impairing the Federal Government’s sovereign im- 80 
munity. 

Although it is impossible to predict with accuracy the total fiscal te 
impact of these new court decisions, currently sizable tax bills are pr 
being presented to Government contractors. Defense advises that x 
such demands have arisen in 15 states totaling $103.9 million. The ec 
Atomic Energy Commission has 11 similar cases pending, the total er 
of which is $25 million. The administration believes that legislative th 
action may be necessary to eliminate the statutory basis upon which su 
such claims are made. m 

An additional problem has to do with the interpretation of specific 
language in the proposed legislation that would determine the eligi- li 
bility of certain Federal properties that were originally outside the th 
scope of administration policy as set forth in 1956. The possibility re 
of interpreting S. 910 to include public lands and “inundated areas” fo 
removes the safeguards of more restrictive legislation originally he 
contemplated. by 

Furthermore, we are still having great difficulty in developing reli- or 
able cost estimates of legislation of this character, since it is subject to pe 
so many variables in terms of local tax practices, the specific language 
of the bills, and the characteristics of the Federal properties. th 

However, in view of the numerous difficulties as yet unresolved by ru 
S. 910, we must oppose its enactment. to 

Sincerely, th 


Maurice H. Srans, Director. 
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OFFICE OF THE SECRETARY OF THE TREASURY, 
Washington, D.C., August 11, 1989. 
Hon. Joan L. McCuieuan, 
Chairman, Senate Committee on Government Operations, 
Washington, D.C. 


My Dear Mr. Cnrarrman: This is in response to your request for 
the Department’s views on S. 910, to authorize the payment to local 
governments of sums in lieu of taxes and special assessments with 
respect to certain Federal real property, and for other purposes. 

The bill, S. 910, is identical with S. 4183 reported favorably by your 
committee during the 86th Congress and with S. 967 introduced in 
the 85th Congress. It would authorize a limited program of payments 
in lieu of taxes for a 5-year period beginning January 1, 1960, on 
industrial and commercial real property acquired by the Federal 
Government after June 30, 1950. These payments would be limited 
to jurisdictions which have suffered a demonstrable financial hardship 
as a result of the removal of the property from their tax rolls. The 
amount of such payments would be determined on the basis of the 
amount of local taxes which would have been payable if the property 
were privately owned, increased by any additional expenditures 
incurred by the local taxing jurisdiction in furnishing services to the 
Federal agency, and reduced by the value of local-type government 
services furnished by the Federal agency. Adjustment would also 
be made for any special tax benefits for which the Government’s 
property would be eligible under State or local law if it were privately 
owned. 

The bill would also authorize the payment of special assessments 
on Federal property in urban and suburban areas if levied also against 
real property owned by taxable persons and of taxes on the Federal 
Government’s interest in real property leased or sold to private per- 
sons under conditional sales contracts. 

The payments program authorized by the bill would be adminis- 
tered by a Federal Board for Payments to Local Governments com- 
posed of five members to be appointed by the President, subject to 
Senate confirmation. Said Board would be required, in addition, to 
conduct a comprehensive study of the problems arising out of Fed- 
eral immunity from local real and personal property taxes, including 
the operation of existing payment programs, and within 2 years to 
submit recommendations for the future treatment of the Govern- 
ment’s real and personal properties with respect to local tax laws. 
_The provisions of the bill generally accord with the program out- 
lined to your committee by the Assistant to the Director, Bureau of 
the Budget, on April 19, 1956. On that occasion the administration 
recommended legislation ‘‘to provide the authority and mechanism 
for payments, during a period of 4 or 5 years, in cases of demonstrable 
hardship involving the recent removal of real estate from the tax rolls 
by reason of its acquisition by the National Government for industrial 
or commercial purposes, and including provision that during that 
period there should be detailed field studies of specific local situations.” 

Since the submission of these recommendations to your committee, 
the U.S. Supreme Court, in four separate decisions rendered last year, 
ruled that the Government’s contractors and leaseholders are required 
to pay the local taxes on the possession or use of Federal real or per- 
sonal property in their custody. In at least some of these situations, 
the economic burden of the local taxes is on the Federal Government. 
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The 1958 Court decisions have altered fundamentally the constitu- 
tional and fiscal relationships existing between the Federal Govern- 
ment and the States and may require congressional consideration of 
legislation defining the status of the Government’s properties under 
State and local tax laws. The subject matter is currently under study 
by the Federal agencies concerned. Pending completion of this evalu- 
ation, it is not clear what additional legislation will be required. 
Nonetheless, since the bill, S. 910, embodies principles the Department 
regards sound for a temporary program of payments in lieu of taxes 
on real properties in the possession of the Government, and would 
provide machinery for the ultimate development of permanent legisla- 
tion in an area of vital interest to local governments, the Department 
does not counsel that its enactment be further delayed. It therefore 
supports enactment of S. 910, reserving the right to recommend such 
additional legislation as is deemed necessary with respect to the tax 
wee of the Government’s properties in the hands of contractors and 
essees. 

The Bureau of the Budget has advised the Treasury Department 
that there is no objection to the presentation of this report. 

Sincerely yours, 
Davin A. Linpsay, 
Assistant to the Secretary: 


Treasury DEPARTMENT, 
Washington, D.C., August 25, 1959. 


Hon. Joun L. McCue.yan, 
Chairman, Senate Committee on Government Operations, 


U.S. Senate, Washington, D.C. 
My Dear Mr. Cuarrman: This will confirm the information given 
ou this morning by telephone that the administration’s position on 
g 910 is reflected in the letter to you dated July 8, 1959, from the 
Director of the Bureau of the Budget, rather than in my letter to 
you, dated August 11, 1959. 
Sincerely yours, 
Davin A. Linpsay, 
Assistant to the Secretary. 





MINORITY VIEWS 


This bill, S. 910, opens up a vast, unrestricted, undefined new 
program of annual expenditures by the Federal taxpayers. It seeks 
to provide Federal payments “‘in lieu of taxes” to certain urban 
communities whose problems have developed since 1950, and to 
initiate a type of Federal expenditure which is certain to expand 
rapidly and widely, without first measuring and defining the potential 
costs involved or the final destination to which this new fiscal path 
will inevitably lead. It proposes an uncharted flight into fiscal 
orbitry which this Nation can ill afford to undertake prior to a careful 
analysis of its full impact and authoritative estimate of its annual costs. 

Passage of S. 910 at this time under these circumstances and in the 
almost total absence of authentic financial estimates of either its 
annual or total cost to the Federal Government would place the stamp 
of “fiscal irresponsibility” upon this Congress to a degree entirely 
unprecedented in our history. 

I therefore feel compelled to file minority views on S. 910 for 
reasons which I sincerely believe are most compelling. 

At the outset, I desire to make it perfectly clear that, with the 
majority, I am convinced that there is a legitimate need for legislative 
action to relieve local taxing authorities from certain types of un- 
justified and inequitable burdens and hardships imposed upon them 
as the result of large-scale Federal ownership of various types of 
property, which acquisition has operated to remove such property 
rom the local tax rolls. The need for a comprehensive program of 
uniform action in this field has long been apparent and it has been 
pointed up and documented by the excellent report and supporting 
studies of the Commission on Intergovernmental Relations. 

It is my considered judgment, however, that the subject bill, 
S. 910, fails to accomplish this objective, and would serve only to 
complicate further an already complex situation, without granting 
appropriate relief to many of the hard-pressed local taxing authorities 
now suffering from precisely the same problems this legislation 
proposes to correct for only a favored few. 

For the reasons set forth below, I am firmly of the opinion that I 
would be derelict in my duties and obligations to the American people 
as a legislator serving on the committee which reported this legislation 
if I were to lend my support to the pending measure: 

1. The Congress simply does not have the requisite information 
upon which to act at this time. 

S. 910 provides for a 5-year program of (1) payments in lieu of 
taxes on certain industrial and commercial property acquired by the 
Federal Government since June 30, 1950, provided the local taxing 
authority can show that Federal acquisition has resulted in demon- 
strable hardship; (2) for payments of special assessments levied in 
urban communities after the date of enactment of the act; and (3) for 
payments in lieu of taxes on the interest of the Federal Government 
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in real property in the custody or control of taxable persons under a 
lease, contract or permit to the extent that taxes on that property 
are not paid by such taxable persons. 

Although it would commit the Federal Government to making 
payments to local taxing authorities in the cases listed above, the 
Senate has no reliable information before it with respect to either the 
properties which would be covered by the subject bill or the potential 
cost of the program. 

I recognize, of course, that it is difficult to determine the precise cost 
to the Federal Government of special assessments which local taxing 
authorities may levy on Federal real property in the future; I realize 
also that the potential cost of payments on the interest of the Federal 
Government in real property in custody or control of taxable persons 
under a lease, contract or permit may also be difficult to obtain. The 
majority states that no reliable cost estimates are provided because 
it is impossible at this time to obtain such estimates. I know, how- 
ever, that cost estimates with respect to industrial and commercial 
property covered by S. 910 can be obtained once these properties are 
identified; and I know that this information is presently available end 
can be ascertained by a proper study of these reports and analyses 
already available from studies which could be undertaken by GSA. 

I, therefore, strongly disagree with the majority. It is my firm con- 
viction that cost estimates can be obtained only if a proper study is 
made of the coverage and scope of the pending bill. Such a study 
would enable the Congress to determine whether the costs of the pro- 
gram proposed would impose an unconscionable or impossible burden 
upon Federal taxpayers and to effect adjustments which would keep 
the costs at a reasonable level, in order to insure that the Federal 
Treasury would be properly and adequately protected. 

To take action now on a bill which could cost the Federal Govern- 
ment many hundreds of millions of dollars during the next 5 years, 
without any firm indication of the precise extent of this obligation, 
would, in my judgment, demonstrate a lack of responsibility on our 
part and an irresponsible dereliction of our solemn obligation to the 
Federal taxpayers. 

Until such time as the Senate has before it the necessary information 
to enable members of the Senate to assess the full scope and coverage 
of the program proposed by the subject bill, as well as reasonably 
accurate cost estimates, the Congress is not in a position to legislate 
on any general payments “in lieu’? system. Certainly, no private 
enterprise in the world would undertake even a 5-year program with- 
out full knowledge of its extent and its costs. I know of no oe 
reason why the Federal Government should depart from the soun 
practices of private business in this respect. 

It should be emphasized that the passage of this legislation would 
establish a precedent for new Federal payments to communities from 
which it would be difficult if not impossible to retreat. Once started, 
the pressure would all be for the almost endless expansion of this 
concept of Federal payments to local communities with similar con- 
ditions or to other communities with different problems of like in- 
tensity and need. Once the Congress starts out on this uncharted 
sea of Federal expenditures we shall soon founder on the jagged fiscal 
rocks which are hidden from our view. The majority members of 
the committee who voted to report this bill are unable to designate 
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figure naming the potential annual payments by the Federal Govern- 
ment which would be required if this legislation were adopted. It 
is in essence an “open ended” appropriation bill. Before the Senate 
enters upon such a voyage into the great unknown, we believe Congress 
should insist on establishing some points of reference and a chart 
clearly depicting to the Congress and the country whither we are 
actually bound. 

2. This is a discriminatory measure which will benefit certain urban 
communities without affording any relief whatever to the large major- 
ity of hard-pressed local taxing authorities, especially in rural com- 
munities. It would in fact increase the taxes of some communities to 
reduce the taxes of others. 

As previously pointed out, the subject bill would provide payments 
in a very limited class of cases and to a very limited number of com- 
munities. Payments are limited, for the most part, to industrial or 
commercial properties acquired by the Federal Government after 
June 30, 1950. Payments for special assessments are limited to 
“urban and suburban areas,” thus completely ignoring similar prob- 
lems in rural areas and the many serious problems created by vast 
Government holdings in our so-called public land States. 

In justification of this formula, the majority states that the limi- 
tation as to coverage is necessary to keep the costs down. It is my 
position that if this dill is designed to remove inequities, this limitation 
on coverage and date of Feder al acquisition is completely unacceptable. 
Not only does it discriminate, without justification, against com- 
munities in which other types of Federal tax-exempt holdings are 
located, but it sets a completely arbitrary date limitation. 

The Senate has not been furnished with any information which 
would justify making payments on a limited class of real property 
acquired by the F ederal Government after June 30, 1950. I know of 
no reason why those communities which have Federal tax-exempt 
personal property, inventories, and other types of real property 
acquired prior to 1950 should not be given the same treatment and 
consideration, if they are able to demonstrate that the presence 
of Federal holdings and activities has resulted in serious fiscal and 
financial burdens for which they could be entitled to some relief, 
as provided for properties covered by the bill. 

I believe that the Congress would be violating its public trust if it 
were to enact legislation which would, in effect, increase the taxes 
of communities ‘suffering economic hardships created by Federal 
installations established in 1948 or 1938 or 1928, or in some other 
year, in order to enable the Federal Government to make cash pay- 
ments in lieu of taxes to certain other favored communities suffering 
identically the same economic hardships created by Federal installa- 
tions established in 1952 or 1954 or in some other year after the arbi- 
trary date of June 30, 1950. What right have we as the peoples’ 
representatives to use the Federal Treasury, which belongs to all the 
people of this Nation, as a device for penalizing some so that others 
might profit? 

It is my conviction that like circumstances should be treated with 
like remedies when they are caused by identical activities of the Fed- 
eral Government. I reject the argument that “1950 should be used 
as a cutoff date so that the initial charges against the Federal Govern- 
ment will not be too great.” To me, that indicates clearly that 
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eventually it is expected that the act will be expanded. I wonder, 
how far? And at what great cost? And if communities with prob- 
lems created prior to 1950 have equal claim against the Government 
for succor with those included in the convenient “after June 30, 1950” 
demarcation, why are not their problems considered at the same time? 

Perhaps legally, Congress has the right to “pick and choose” by the 
selection of a calendar date, but morally I believe we have the respon- 
sibility to meet like problems with like correctives, especially in a 
matter which by involving the Federal Treasury in an unmeasured 
and immeasurable program of expenditures is tantamount to adding 
indirectly to the tax burdens of all our people. 

Finally, this bill gives no consideration to rural needs as against 
urban needs. Industries are usually located in urban areas. Other 
types of Federal activities, which are not covered under this bill, such 
as Indian reservations; game refuges; airbases; Army camps, posts 
and stations; and Federal grazing lands, are usually located in rural 
areas. Yet this bill would afford payments in lieu of taxes to certain 
cities without affording any relief to hard-pressed rural communities. 
For example this bill would permit urban and suburban communities 
to make assessments against Federal property for sewer improvements, 
curbs and gutters, etc., but would not permit assessments against 
public land held by the Government for weed control, road mainte- 
nance and other services. Why this discrimination? 

It is my firm opinion that any legislative action which may be 
taken with respect to this problem must give the same consideration 
to both urban and rural needs and should not be limited to one small 
class of properties which are usually located in urban areas. In short, 
what is needed is a long-range, comprehensive program, designed to 


treat all areas alike. Such a ‘program, however, is only possible if we 


have the necessary facts and statistics upon which to base it. As 
noted previously, this information can be made available. All that 
is required is an accurate and complete study as to the extent of cover- 
age that is necessary to provide equitable and essential legislation, and 
the cost factors involved, which I believe can be completed within 
the next 6 to 8 months. We would then be able to produce legislation 
which would be comprehensive in coverage and scope and would give 
relief to all distressed communities alike, regardless of the type of 
Federal property located within their respective areas, without regard 
to any artificial date of Federal acquisition, and without discrimination 
against rival areas. 

It is my firm belief that additional exploration, study, and analysis 
of all statistical information available is required before Congress can 
act prudently or properly in writing and approving legislation on this 
very complicated subject. I propose later in this report a substitute 
measure providing for the compilation and submission of this in- 
formation. 

What is needed, I believe, is not a quick step into the dark in 4 
generous but injudicious effort to be of help to some, but a completely 
worked out piece of legislation which will meet all facets of this prob- 
lem in an effort to bring equity to all. Our laws in this area should 
rest on concepts of uniform treatment for like problems rather than 
on the capricious selection of a calendar date which divides “those who 
will have to pay more” from “those who will receive more from the 
Government,” even though they confront identical problems created 
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by spon | the same activities of the Federal Government of which 
they are all a part. 

The legislation required to meet this problem should be based on 
concepts of equity rather than on any plan which would evade major 
aspects of the problem. What we need is legislation based on full 
study of all phases of all problems in this area which will fairly and 
properly relate urban and rural problems, old problems, and new 
problems, and all aspects of the longstanding question of the extent to 
which the Federal Government should permit itself to be billed for 
payments in lieu of taxes on the vast and growing body of public 
property, public domain, and public holdings. This, I believe, can 
and should be done. But passage of S. 910, as reported to the Senate, 
as a part-time, part-help measure for some of the problems could well 
delay the enactment of the type of overall legislation required to bring 
together in one place for all to see and understand the relationships of 
the Federal Government in this field to the State and local govern- 
ments. Before establishing firm precedents which would permanently 
commit us, we should first see and understand the full size and nature 
of the problem. 

3. This bill fails to provide for effective congressional review. 

S. 910 provides for the establishment of a five-member Federal 
board which would exercise quasi-judicial functions. It would require 
that the Board shall receive applications for payments in lieu of taxes 
from local taxing authorities and issue orders directing the Federal 
owning agencies to make payments in amounts to be determined by 
the Board. The Board’s decisions would be final and compelling, sub- 
ject only to judicial review, and examination by the General Account- 
ing Office. 

The effect of such a provision is to give a five-member Federal board 
the authority vested by the Constitution of the United States in the 
Congress, since once the Board ordered a payment to be made, the 
Congress would be obligated to comply and to appropriate the funds 
unless the order was modified or revised by a court or adjudged invalid 
by the General Accounting Office. Thus, the Congress and its Appro- 
priations Committees would, in effect, be relegated to a position of 
“rubber stamps,” and deprived of their control over the resulting 
expenditures. 

Such an abrogation of congressional responsibility is completely 
unjustified. To deprive the Congress of the United States of its consti- 
tutional responsibility for the protection of the Federal Treasury can 
never be justified, and no bill which would permit a Federal board to 
make final determinations with respect to the amounts of Federal 
funds which should be paid out, without any opportunity on the part 
of the Congress to review such determinations, should be permitted 
to become law. 

An abrogation by Congress—The attention of all Senators, espe- 
cially those on the Committees on Finance and on Appropriations, is 
called to the fact that, not only once but several times, the proposed 
legislation makes it clear that there is to be no congressional review 
of the decisions of the Board which the bill proposes to create. Once 
Congress has set this costly machine in motion, it completely loses 
control over the speed with which it moves or the expenditures which 
it creates. 
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There is not even the customary budgetary control by the Bureau 
of the Budget. There are no further determinations to be made by 
the Committee on Finance or by the Committee on Appropriations, 
All they can do is to provide the money that the Board orders to be 
paid by the Federal agencies involved. The bill is so drawn, that the 
agencies are ordered to make the payments from funds already ap- 
propriated, where possible, so that henceforth Congress stands by 
helplessly while the Board decides which communities participate and 
which are excluded. The Board will make what in effect are these 
great potential appropriations which under our Constitution it was 
expected only the Congress had authority to make and for which Con- 
gress should assume the responsibility. Review by the General Ac- 
counting Office is in the nature of a fidelity postaudit and takes place 
after the money has been spent. 

4. S. 910, in effect, constitutes a finding by the Congress that hard- 
ship exists in certain situations without any evidence to support such 
finding. 

In authorizing payments in lieu of taxes in the three situations pro- 
vided for in S. 910, Congress has, in effect, made a finding that local 
taxing authorities claiming payments under these provisions have 
suffered hardship. Nowhere does it appear, however, that this 
hardship is supported by facts. All a claimant need do is to present 
its claim. If the Board finds that the claim falls into one of the three 
categories in which payments are authorized, then it need only make 
a determination with respect to the amount. Thus, the Board has no 
discretion in the matter and must enter an order directing the ap- 
propriate agency to make payment in each and every instance in 
which the provisions of the act by their terms are applicable. The 
net result of this is that even though a community has actually become 
prosperous as a result of the presence of a federally owned facility and 
has in fact suffered no hardship, the Board has no discretion and must 
direct payment. Although some discretion exists with respect to the 
amount involved, this in no way constitutes an appropriate finding 
that hardship exists. 

5. S. 910 would enable communities which exerted much effort and 

ressure to obtain Federal installations to obtain payments from the 
Federal Government because of the presence within their boundaries 
of such installations. 

It is a well-established practice of many communities to exert much 
pressure and effort to induce the Government to construct various 
types of Federal installations within their boundaries, and many com- 
munities devote much time and effort to this practice. The advantages 
to a community of the presence of a large Federal defense or industrial 
installation are, of course, well recognized. Not only do they add 
materally to the prosperity and the general economy of the area, but 
they also constitute new sources of revenue in the form if oncome, 
personal property, and real property taxes received from increased 
income earned by residents of the community and from large numbers 
of new taxpayers who are brought into the community as employees 
of the installation. Although the presence of such plants often re- 
quires communities to furnish additional services in the form of 
schools, police and fire protection, and water and sanitation facilities, 
the costs involved are usually more than offset by the increased in- 
come and by the taxes which are paid to the State and community as 
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a direct result of the locations of the plants in the selected area. In 
addition, the Federal Government does make school aid and other 
types of grants under existing programs where the so-called Federal 
impact upon a community is considerable. Nevertheless, under the 
pending bill if their claims fall within one or more of the three cate- 
gories established in the bill they would be entitled to payments as an 
additional cash dividend added to the other economic advantages and 
benefits brought to the community for being chosen as the site for an 
important Federal installation. 

jt is my firm conviction that when a community outbids other com- 
munities by making all sorts of concessions and offering a variety of 
inducements to the Federal Government to locate an industrial in- 
stallation in its midst, that community should not be permitted to 
come to the Federal Government for payments in lieu of taxes to 
compensate for alleged financial hardships which they should have 
fully anticipated but now assert have resulted from the presence of 
the very Federal installation they worked so hard to procure. Further- 
more, these installations often replace a vacant warehouse or empty 
lot from which the community has previously received little or no 
revenue. In effect, the bill thus establishes a precedent which would 
likely plague the Government in the future since such communities 
would become convinced that they would be relieved of any necessary 
costs to the community in supplying services to the installation upon 
the showing of entitlement regardless of the economic benefits that 
accrue to the State and the community. 

It would seem a simple matter of justice and equity that legislation 
of this type should not make it possible to reward the successful com- 
munity bidding for a Federal installation by then giving it payments 
in lieu of taxes after the novelty of the new development wears off and 
the problems begin to appear, and to further injure the nonsuccessful 
community bidder by causing it to pay higher Federal taxes so that 
some of the income from its citizens could be syphoned off through 
the Federal Treasury to the community that successfully outbid it 
when invitations were extended for the Federal installation. But this 
legislation, as proposed stands mute on this matter. Should it be 
enacted, communities could well promise the moon when urging 
Federal officials to locate a Federal installation in their environs and 
then return to the Federal Government a few years later to seek their 
Federal bonus in lieu of taxes to pay for the services so enthusiasti- 
cally promised while competing for the new development. 

I want to acknowledge the existence of some community problems 
created by Federal installations which were not invited in but which 
were caused because the Federal Government insisted on locating a 
certain installation in some specified area. Clearly in these cases 
equity rests with the local community and certain compensatory 
Federal payments are merited in lieu of taxes to meet the problems 
created by this Federal action. I believe legislation should be 
enacted to meet these specific problems directly. But in simple candor 
I must meet my responsibilities as a legislator by pointing out that the 
pending legislation is not limited to situations of this type nor to hard- 
ships which are caused by Federal intrusion into a contented com- 
munity as against those which come as easily anticipated difficulties 
along with the constructive and helpful effects envisioned when com- 
munities send delegations to Washington seeking Federal installa- 
tions in their areas. 
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6. The executive branch of the Government has expressed strong 
opposition to S. 910. 

Although the Bureau of the Budget in 1956 supported a bill similar 
to S. 910 (H.R. 4183), it is now strongly opposed to any legislation 
providing for payments in lieu of taxes. The Bureau’s present 
position is based partly on the fact that no reliable cost estimates of S, 
910 have been developed and partly due to the threatening impact of 
several recent decisions of the U.S. Supreme Court which have 
resulted in demands for taxpayments running into hundreds of millions 
of dollars. 

In a letter to the chairman of this committee, dated July 8, 1959, the 
Director advised as follows: 


This entire field of study is one characterized by diverse 
and conflicting considerations with complications frequently 
difficult to appraise. It seems to have become one of the 
most sensitive areas of intergovernmental fiscal relations. 

The most recent development has been the decisions of the 
U.S. Supreme Court involving Michigan and Wisconsin 
Statutes which have established the principle that State or 
local governments may tax the possession and use of Federal 
property in the hands of private persons without impairing 
the Federal Government’s sovereign immunity. 

Although it is impossible to predict with accuracy the total 
fiscal impact of these new Court decisions, currently sizable 
tax bills are being presented to Government contractors. 
Defense advises that such demands have arisen in 15 States, 
totaling $103.9 million. The Atomic Energy Commission 
has 11 similar cases pending, the total of which is $25 million. 
The administration believes that legislative action may be 
necessary to eliminate the statutory basis upon which such 
claims are made. 

Furthermore, we are still having great difficulty in develop- 
ing reliable cost estimates of legislation of this character 
since it is subject to so many variables in terms of local tax 
practices, the specific language of the bills, and the character- 
istics of the Federal properties. 


Subsequently, in a letter dated July 22, 1959, commenting on S. 
1417, which provides for a comprehensive study of the entire field with- 
out authorizing payments and which in an amended form I shall offer 
as a substitute amendment for S. 910, the Bureau of the Budget wrote: 


The principal difficulty which has arisen in this area stems 
from a series of recent Supreme Court decisions involving 
Michigan and Wisconsin statutes in which the Court held 
that the possession or use of Federal real or personal property 
by a contractor or leaseholder was subject to State and local 
taxation without impairment of the Federal Government’s 
constitutional immunity from such taxation. The Court 
took the view that the tax, in reality, was imposed upon the 
contractor or leaseholder even though the economic burden 
fell upon the Federal Government. As a consequence, the 
Government is now receiving tax demands running into the 
hundreds of millions of dollars. Enactment of any new pay- 
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ments in lieu of taxes, therefore, would seem to be most un- 
wise in the circumstances. 

You will be interested to know that the Defense Depart- 
ment is in the process of developing remedial! legislation to 
deal with this problem. This proposed legislation will be 
designed to benefit State and local governments and at the 
same time protect the financial position of the Federal Gov- 
ernment, on a basis equitable to both. We are cooperating 
with the Defense Department and will give prompt considera- 
tion to the proposal of that Department. 


Basically, aside from the serious lack of information relating to the 
cost of S. 910, the recent decisions of the U.S. Supreme Court have 
cast serious doubt upon the wisdom of any further legislation on this 
subject at this time. The Supreme Court ruled that the Govern- 
ment’s contractors and leaseholders are required to pay the local taxes 
on the possession or use of Federal real or veal property in their 
custody. In most of these situations, the economic burden of taxes 
has fallen on the Federal Government. The executive branch ad- 
vised further that the 1958 court decisions have altered fundamentally 
the constitutional and fiscal relationships existing between the Federal 
Government and the States and may require congressional considera- 
tion of legislation defining the status of the Government’s properties 
under State and local tax laws. I am advised that the subject matter 
is currently under study by the Federal agencies concerned and 
pending the completion of this evaluation, it is not clear what addi- 
tional legislation will be required. 

7. Amendment in the nature of a substitute proposed by the minor- 
ity (S. 1417). 

I desire to reemphasize and reiterate my serious concern over the 
financial plight of local taxing authorities which are suffering actual 
financial hardships as the result of Federal acquisition of various 
types of property, which acquisition or ownership was not solicited 
locally and has operated to remove such property from the local tax 
rolls. I am convinced, however, that much-needed relief can only 
be furnished by the establishment of a comprehensive program which 
will equitably provide for payments to all communities which can 
show that the presence of Federal property within their boundaries 
has caused them to suffer financial hardships. Such a program must 
be equitable and nondiscriminatory; it must be based on uniformity 
of treatment and not upon artificially established categories of prop- 
erty or cutoff dates which bear no relationship to the situation. It 
must treat problems of the same cause and nature with the same 
remedies regardless of calendar date and regardless of whether the 
problem is created in an urban or rural community. 

The Commission on Intergovernmental Relations found that at the 
present time the great majority of Federal agencies have no general 
authority to make payments in lieu of taxes on their properties; that 
existing provisions of law are quite diverse and result in different 
treatment for similar properties of various agencies. Thus, on some 
classes of property, some agencies pay taxes; others make payments 
in lieu of taxes; and still others make no payments at all. 

According to the latest available information, there are presently 
on the books at least 55 laws dealing with Federal payment of taxes 
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or in lieu of taxes, or shared revenue arrangements. Of this number, 
some 20 provide for a sharing of revenue between Federal and State 
and local governments; 18 authorize payments in lieu of taxes; and 
17 authorize the payment of direct taxes. The situation is clearly a 
patchwork or crazy quilt which requires synchronization if the Federal 
Government is to administer the program intelligently and assume 
its proper responsibility in these matters. The pending bill would 
merely add another patch, a 56th law to the present hodgepodge of 
unrelated laws on this complicated problem. 

The amendment which I propose and which is contained in S. 1417, 
would lay the foundation for the development and establishment of 
an organized, comprehensive program, designed to treat in like manner 
all communities, whether rural or urban, which have like problems. 
Because of the clear lack of adequate information upon which to base 
such a program, it is my judgment that a study must be made, making 
use of all of the valuable materials and studies which are now available. 

The substitute amendment which I propose, would establish a 
commission composed of five members appointed by the President, 
selected from among individuals of public stature who have had 
experience in governmental and fiscal affairs and who are representa- 
tive of the general public interest. This Commission would be re- 
quired to make a comprehensive study of ail of existing legislation 
dealing with payments by the Federal Government of taxes, or in 
lieu of taxes, and special assessments, as well as payments made 
pursuant to revenue-sharing agreements, grants-in-aid, and other 
related programs where some Federal responsibility may exist, in 
either rural areas or in urban communities. 

The Commission would be required to submit to the President, for 
transmittal to the Congress, on or before March 1, 1960, an interim 
report, and on or before December 1, 1960, a complete and thorough 
final report, detailing its findings with respect to the nature and effect 
of previous enactments and its recommendations concerning the extent, 
if any, to which there is need for new legislation to provide additional 
financial assistance uniformly and under like circumstances to State 
and local governments to relieve hardship incident to the tax-exempt 
status of Federal property, with specified formulas and criteria for 
application of the program. The Commission would place before 
Congress the exact and measured dimensions of the whole problem 
created by Federal ownership or operation, as it pertains to the tax 
income of States and local communities. It would include a recapitu- 
lation of problems, for example, caused by Federal Indian reservations, 
by the land utilization program in many Western States, by forest 
lands, game preserves, inundated acres resulting from Federal water 
projects, and similar Federal holdings, along with any needed proposals 
for adjusting and providing payments in heu of taxes which would be 
related equitably and fairly with proposals for such payments on 
Federal holdings in city areas. 

In short, it would provide Congress and the country with the whole 

icture at one time, and place proposals to meet any Federal responsi- 
bilities in this area in one reconcilable pattern of payments, rather 


than simply adding one additional and unprecedented payment pro- 

sal of unpredictable size and cost to an already far too complicated 
abyrinth of legislation in this field. Finally, this Commission would 
not only define the problems to be met, but it would provide figures 
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showing the annual cost to the Federal Government of any program 
which a fully informed Congress might then decide to enact. The 
Commission would cease to exist upon transmission of its report to 
the Congress. 

CONCLUSION 


It is my sincere judgment that such a study as that proposed by 
my amendment would furnish the Congress with the vital information 
so absolutely needed to enable it to legislate promptly, intelligently, 
and comprehensively. It would occasion no delay, so far as commu- 
nities are concerned, since any legislation considered by the Congress 
in the next session could provide a retroactive date for the program 
to begin January 1, 1960, should it be considered appropriate. Even 
though Congress in the closing and crowded days of the present 
session were to rush through a hastily and inadequately considered 
bill such as S. 910 in its present form, payments to the favored, selected 
communities could not begin before next year at the earliest. 

My proposed substitute would afford an opportunity for a realistic 
approach to a most complex problem and would not merely add an 
additional patch to the existing crazy quilt. 

The advantages to be gained by the adoption of the substitute 
amendment are of such great importance that I urge its adoption. 
It would enable the Congress to have from an official and fully re- 
sponsible commission all of the essential facts and cost factors avail- 
able upon which to base an equitable program for payments in lieu 
of taxes, after the development of accurate and completely related 
information. This procedure would be clearly preferable to the adop- 
tion of a restricted program admittedly based on theory and on im- 
ponderables which have not yet been adequately evaluated. I believe 
this proposal to create a responsible official fact-finding commission 
is also preferable to trying to present and consider during the crowded 
closing days of this session all of the needed amendments required 
by the committee bill if it is to provide equity for rural as well as 
urban problems and for all communities confronted by like problems, 
whether originating before or after June 30, 1950. 

For these reasons, I urge the rejection of S. 910 and the adoption 
of the substitute proposal in lieu thereof which has been offered as a 
prudent, constructive, and positive approach to the problems which 
I recognize, even though none of us today is able either to enumerate 
their quantity or to estimate the cost of their correction. No time 
need be lost by first getting the facts to which we are entitled, and 
much expensive embarrassment may be avoided if we get the essential 
figures and appropriate recommendations from this Commission re- 
port before we venture out beyond the point of no return. 

Senator John L. McClellan, Chairman of the Senate Committee on 
Government Operations, and Senator Homer E. Capehart joined me 
in voting against approval of S. 910 by our committee, but this minor- 
ity report is submitted by the signer individually. 

Kari E. Munpr. 
AMENDMENT 


Amendments intended to be proposed by Mr. Mundt to the bill 
(S. 910) to authorize the payment to local governments of sums in 
lieu of taxes and special assessments with respect to certain Federal 
teal property, and for other purposes, viz: 
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Strike out all after the enacting clause and insert in lieu thereof the 
following: 


That this Act may be cited as the Federal Contributions to State and Local 
Governments Act. 
DECLARATION OF PURPOSE 


Sec. 2. (a) Although the United States is under no constitutional obligation 
to pay taxes, or to make financial contributions in lieu of taxes, to any State or 
to any a8 subdivision or instrumentality thereof with respect to any property 
of the Federal Government, the Congress has recognized that the exemption of 
Federal property from taxation by State and local governments has worked 
hardship upon such governments in a number of instances, and heretofore has 
enacted a number of legislative measures providing relief in varying forms for 
such governments. 

(b) It is the purpose of this Act to provide for a comprehensive study of the 
nature and effect of such previous enactments, and for an investigation to deter- 
mine the nature and effect of any further legislation which may be required for the 
relief of State and local governments from such hardship. 

(c) It is hereby declared to be the policy of the Congress that no such additional 
relief shall be made to any State or local government with respect to any Federal 
property devoted to any Federal activity the establishment or rentention of which 
within the territorial jurisdiction of such State or local government at any time 
has been solicited by such State or local government. 


COMMISSION ESTABLISHED 


Src. 3. (a) There is hereby established within the executive branch of the 
Government a Commission on Federal Contributions to State and Loca! Govern- 
ments (referred to hereinafter as the ‘‘Commission’’). 

(b) The Commission shall be composed of five members appointed by the 
President selected from among individuals of public stature who have had wide 
experience in governmental and fiscal affairs and who are representative of the 
general public interest. 

(c) The President shall appoint the Chairman and the Vice Chairman from 
among the members of the Commission. A majority of the members of the Com- 
mission shall constitute a quorum. Any vacancy in the Commission shall not 
affect its powers, but shall be filled in the same manner in which the original 
appointment was made. 

(d) Members of the Commission shall receive compensation at the rate of 
$20,000 per annum, and shall be reimbursed for travel, subsistence, and other 
necessary expenses incurred by them in the performance of the duties of the 
Commission. 

STAFF OF THE COMMISSION 


Sec. 4. (a) The Commission may appoint and fix the compensation of such 
personnel as it deems advisable, without regard to the provisions of the civil 
service laws and the Classification Act of 1949, as amended. 

(b) The Commission may procure, without regard to the civil service laws 
and the classification laws, temporary and intermittent services to the same 
extent as is authorized for the departments by section 15 of the Act of August 
2, 1946 (60 Stat. 810; 5 U.S.C. 55a), but at rates not to exceed $50 per diem for 
individuals. 

DUTIES OF THE COMMISSION 


Sec. 5. (a) The Commission shall conduct a comprehensive study of the nature 
and effect of all previous enactments of the Congress providing for— 
(1) the payment to any State or local government of any tax or special 
assessment with respect to any Federal real or personal property; 
(2) the making of any payment to any such government in lieu of the pay- 
ment of any tax or special assessment with respect to any such property; or 
(3) the rendition of assistance to any State or local government through 
the making of grants-in-aid, the sharing of revenues derived from properties 
of the United States, or through the furnishing of service or facilities by the 
United States. ‘ 
(b) The Commission shall conduct a comprehensive study and investigation 
of the extent to which State and local governments derive benefits directly or 
indirectly through payments made to them (1) by persons residing or employ 
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upon Federal property, and (2) for or in connection with any property, trade, 
business, occupation, or transaction situated or occurring upon Federal property. 

(ec) The Commission shall conduct a comprehensive investigation to determine 
the extent, if any, to which there is need for legislation by the Congress to provide 
additional financial assistance for State and local government to relieve hardship 
incident to the tax-exempt status of Federal property. Such investigation shall 
include inquiry to determine— 

(1) the classes of Federal property, if any, with respect to which any such 
additional assistance should be granted; 

(2) the nature and extent of any such additional assistance; 

(3) the conditions, if any, under which such additional assistance should 
be granted; 

(4) the annual cost to the United States of providing such financial assist- 
ance with respect to each such class of Federal property and with respect to 
all such classes of Federal property; and 

(5) ways and means whereby State and local governments may be accorded 
effective right to apply property taxes in effect within their several jurisdic- 
tions to industrial plant equipment, materials, supplies, and inventories owned 
by private parties and used by them for commercial purposes within plant 
facilities owned or controlled by departments and agencies of the United 
States Government. 

(d) On or before March 1, 1960, the Commission shall submit to the President, 
an interim report for transmittal to the Congress and on or before December 1, 
1960, a comprehensive final report containing— 

(1) the text of all provisions of law referred to in subsection (a), together 
with an analysis of the purpose and effect of each such provision; 

(2) the findings of the Commission as to the facts disclosed by its studies 
and investigations made under subsecticns (b) and (c) of this section; 

(3) its recommendations, consistent with the policy prescribed by section 
2(c), as to any additional legislation the need for which has been disclosed by 
its investigation under subsection (c) of this section; and 

(4) a detailed analysis of the relationship between any recommendations 
so made and the provisions of existing law set forth in compliance with 
paragraph (1) of this subsection. 

(e) Upon the transmittal of such report to the Congress, the Commission shall 
cease to exist. 

POWERS OF THE COMMISSION 


Sec. 6. (a) To carry out the provisions of this Act, the Commission. or any 
duly authorized member or employee thereof, may hold such hearings, sit and act 
at such times and places, administer such oaths, and require, by subpoena or 
otherwise, the attendance and testimony of such witnesses and the production of 
such books, records, correspondence, memoranda, papers, and documents as the 
Commission, or such member or employee, may deem advisable. Subpoenas 
may be issued under the signature of the Chairman of the Commission or any 
duly designated member or employee, and may be served by any person designated 
by such Chairman or member. The provisions of sections 102 to 104, inclusive, 
of the Revised Statutes (2 U.S.C. 192-194) shall apply in the case of any failure 
of any witness to comply with any subpoena or to testify when summoned under 
authority of this section. 

_ (b) The Commission is authorized to request from any department, agency, or 
independent instrumentality of the Government such information or assistance 
as the Commission may deem necessary or desirable to enable it to carry out its 
duties under this title and such department, agency, and independent instrumen- 
tality is authorized to cooperate to the extend permitted by law. 


EXPENSES OF THE COMMISSION 


Sec. 7. There is hereby authorized to be appropriated, out of any money in 
the Treasury not otherwise appropriated, such sums as may be necessary to carry 
out the provisions of this Act. 
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Calendar No. 896 


86TH CONGRESS t SENATE REPORT 
1st Session No. 870 


AMENDMENTS TO THE ATOMIC ENERGY ACT OF 1954, 
AS AMENDED, WITH RESPECT TO COOPERATION WITH 
STATES 


SEPTEMBER 1 (legislative day, AuGUsT 31), 1959.—Ordered to be printed 


Mr. Anperson, from the Joint Committee on Atomic Energy 
submitted the following 


REPORT 
[To accompany S. 2568] 


The Joint Committee on Atomic Energy, having considered S. 2568, 
an original committee bill to amend the Atomic Energy Act of 1954, 
as amended, with respect to cooperation with States, report favorably 
thereon with amendments and recommend that the bill as amended 
do pass. 

The amendments to the bill adopted by the Joint Committee are as 
follows: 

1. On page 3, line 6, strike out the words “and license”. 

2. On page 3, line 17, after the word “production”, strike out the 
word “of” and insert in lieu thereof the word “or”. 

3. On page 5, line 1, strike out the word “three” and insert in lieu 
thereof the word “four”. 

4. On page 5, strike out all of lines 6 through 17, and on line 18 
renumber clause (3) as clause (2). 

5. On page 6, line 10, strike out all after “h.”, strike out: all of limes 
11 through 20, and in line 21, strike out the words “radiation hazards 


and standards” and the period, and insert in lieu thereof the following 
words : 


There is hereby established a Federal Radiation Council, 
consisting of the Secretary of Health, Education, and Wel- 
fare, the Chairman of the Atomic Energy Commission, the 
Secretary of Defense, the Secretary of Commerce, the Secre- 
tary of Labor, or their designees, and such other members as 
shall be appointed by the President. The Council shall con- 
sult qualified scientists and experts in radiation matters, 
including the President of the National Academy of Sciences, 
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the Chairman of the National Committee on Radiation Pro- 
tection and Measurement, and qualified experts in the field 
of biology and medicine and in the field of health physics. 


6. On page 8, line 6, strike out all after “k.”, strike out all of lines 7 
through 138, and in line 14 strike out the word “regulations” and the 
period. 

EXPLANATION OF COMMITTEE AMENDMENTS 


The amendments adopted by the committee are all minor or tech- 
nical in nature, and are not intended to change the basic purposes and 
objectives of the bill as proposed by the Atomic Energy Commission. 

Amendment No. 1, in subsection b., strikes out the words “and 
license” after the word “regulate”. The words “and license” were not 
considered necessary because, as used elsewhere in the bill, the word 
“regulate” includes the licensing function. Thus, for reasons of con- 
sistency, the words “and license” in this subsection were deleted as 
being unnecessary. 

Amendment No. 2 corrects a typographical error in changing the 
word “of” to the word “or”. 

Amendment No. 3, in clause (1) of subsection e., requires that the 
terms of a proposed agreement and proposed exemptions shall be 
published in the Federal Register each week for 4 consecutive weeks, 

rather than 3, in order that all interested persons, including State 
officials and the general public, may be fully informed and have oppor- 
tunity to comment to the Commission. 

Amendment No. 4 deleted clause (2) of subsection e., which would 
have provided a 45-day review period by the Joint Committee on 
Atomic Energy of any proposed agreement or amendment. The 
Commission has the responsibility, under section 202 of the Atomic 
Energy Act, of keeping the Joint Committee “fully and currently 
informed.” Under section 202, it is intended that the Commission 
shall inform the committee of all pending agreements with individual 
States, including the. proposed certifications and findings under sub- 
section d. as to the adequacy of State programs, as well as operations 
under agreements after they may become effective. The Joint Com- 
mittee does not consider it necessary to provide for formal review of 
each individual proposed agreement or amendment, but does believe 
it important that the committee be kept fully informed by the Com- 
mission of the operations under the provisions of this bill. 

Amendment No. 5 in subsection h. amends the composition of the 
Federal Radiation Council in the bill, as introduced, in certain re- 
spects. First, it substitutes the Secretary of Health, Education, and 
Welfare for the Surgeon General as a member of the Council. The 
Department of Health, Education, and Welfare includes both the 
Public Health Service, under the Surgeon General, and the Federal 
Food and Drug Administration, which also has an interest in radiation 
matters. It is intended that the Secretary will receive advice from 
both of these agencies. The Secretary may, of course, if he so desires, 
designate the Surgeon General to serve on the Council as his designee. 

As amended, subsection h. names five members of the Council; 
namely, the Secretary of Health, Education, and Welfare, the Chair- 
man of the Atomic Energy Commission, the Secretary of Defense, 
the Secretary of Commerce, and the Secretary of Labor, or their 
designees, and such other members as shall be appointed by the 
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President. It provides that the Council shall consult qualified scien- 
tists and experts in radiation matters, including the President of the 
National Academy of Sciences, the Chairman of the National Com- 
mittee on Radiation Protection and Measurement, and qualified 
experts in the field of biology and medicine and in the field of health 
physics. In this manner, persons named in the statute are all ap- 
pomntees of the President, and members of the President’s official 
family, and the President may appoint additional members, including 
representatives of the public, and State or local agencies. The bill 
emphasizes that the Council shall consult qualified scientists and 
obtain their advice before advising the President on radiation matters. 

The Joint Committee was informed that subsection h., as amended, 
would meet with no objections by the Director of the Bureau of the 
Budget or the Secretary of the Department of Health, Education, 
and Welfare. 

Amendment No. 6 deletes the first sentence of subsection k. as 
unnecessary. As explained in more detail subsequently in this report, 
the Commission now regulates and licenses the materials covered by 
the Atomic Energy Act (byproduct, source, and special nuclear 
materials) to protect against radiation hazards. With or without 
this sentence, in order for a State to so regulate or license such 
materials, it must first establish an adequate program for this purpose 
and enter into an agreement with the Commission. 


SUMMARY OF BILL 


This bill, including the minor amendments approved by the Joint 
Committee, contains the principal provisions of its predecessor, S. 
1987, as proposed by the Atomic Energy Commission, and introduced 
by Senator Anderson (by request) on May 19, 1959. The objectives 
of the predecessor bill were explained by the letter dated May 13, 
1959, to Chairman Anderson from A. R. Luedecke, General Manager 
of the AEC, as follows: 


Essentially, the objectives of this proposed bill are to pro- 
vide procedures and criteria whereby the Commission may 
“turn over” to individual States, as they become ready, 
certain defined areas of regulatory jurisdiction. Certain 
areas, as to which interstate, “national, or international con- 
siderations may be paramount, would be excluded. In 
addition, certain areas would be excluded because the tech- 
nical safety considerations are of such complexity that it is 
not likely that any State would be prepared to deal with 
them during the foreseeable future. 

To assist the States to prepare themselves for assuming 
independent regulatory jurisdiction, the new bill (like the 
1957 bill) specifically authorizes the Commission to provide 
training and other services to State officials and employees 
and to enter into agreements with the States under which 
the latter may perform inspections and other functions 
cooperatively arith the Commission. 

The bill includes criteria which would need to be met before 
the Commission could turn over any of its responsibilities to 
a State; and provisions pursuant to which the Commission 
might reassert its authority. The bill provides that the 
Yommission may, upon request of the Governor or upon its 
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own initiative, terminate or suspend its agreement with the 
State and reassert its regulatory authority 1 if the Commission 
finds that such termination or suspension is required to pro- 
tect public health and safety. Opportunity for hearing is 
provided. 

The bill also contains specific provisions designed to re- 
move doubt as to the relative responsibilities of the Com- 
mission and the States * * *. 


In summary, the principal provisions of the bill authorize the Com- 
mission to withdraw its responsibility for regulation of certain ma- 
terials—principally radioisotopes—but not over more hazardous 
activities such as the licensing and regulation of reactors. The bill 
requires compatibility of Federal and State radiation standards, and 
authorizes programs to assist the States to assume independent regu- 
latory jurisdiction. 

This bill, as amended by the Joint Committee, contains all the 
principal provisions, and is intended to accomplish the objectives of 
the bill proposed by the Commission. In addition, it contains certain 
revisions made by the Joint Committee as follows: 

First, the bill has been redrafted by the Joint Committee to make it 
clear that it does not attempt to regulate materials which the AEC 
does not now regulate under the Atomic Energy Act of 1954. Such 
other sources such as X-ray machines and radium also present sub- 
stantial radiation hazards, but have been for many years the respon- 
sibility of the States, the Public Health Service, or other agencies. 

Secondly, as a drafting change, subsection b. in the bill as originally 

»roposed by AEC (S. "1987) contained two clauses—-(1) and (2). 
Bec ‘ause of their substantive importance, these clauses were redrafted 
as subsections b. and ¢., and certain other subsections renumbered 
accordingly. 

Thirdly, subsection h., added by this bill, establishes a Federal 
Radiation Council to advise the President on radiation matters, 
similar to the Council recently established by Executive order. It 
does modify the basic functions of the Council, but increases its 
membership from four to five members, including the Secretary of 
Labor, and provides that the Council shall consult qualified scientists 
and experts in radiation matters. 

Fourth, a sentence was added by the Joint Committee in new 
subsection i., pertaining to training and assistance, that in providing 
assistance to the States, the Commission shall take into account the 
additional expenses that may be incurred by the State as a conse- 
quence of the State’s entering into an agreement with the Commission. 

In summary, this bill provides the basic authorization requested 
by the Commission, and also incorporates certain additional features 
considered desirable by the committee, after hearings and careful 
consideration of all the provisions of the bill. 


BACKGROUND 


The need for an amendment to the Atomic Energy Act of 1954 
with respect to Federal-State cooperation, and to yermit increased 
participation by the States, has been a subject of concern to the 
members of the Joint Committee since passage of that act in 1954. 
In 1956 and 1957, bills were introduced by Senator Anderson and 
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Congressman Durham, and the AEC also submitted to the Joint 
Committee in 1957 a proposed bill to amend the Atomic Energy Act 
of 1954 with respect to Federal-State cooperation. S. 4298, 84th 
Congress, 2d session, introduced by Senator Anderson in 1956, would 
have authorized the Commission to enter into compacts or agreements 
“delineating the separate responsibilities” of the AEC and the States 
with respect to the health and safety aspects of activities licensed 
under the act, and to transfer to States such BS ype ld authority as 
it finds them competent to assume. H.R. 8676, 84th Congress, 2d 
session, introduced by Congressman Durham in 1956, would have 
directed the AEC to transfer jurisdiction over health and safety in 
areas in which a Governor certifies that his State has a competent 
agency, within 6 months after receiving such certification. 

The AEC-proposed bill, forwarded to the Joint Committee in late 
June 1957, would have authorized concurrent radiation safety stand- 
ards to be enforced by the States “not in conflict” with those of the 
AEC. It provided that the States might adopt, inspect against, and 
enforce radiation standards for the protection of health and safety in 
areas regulated by AEC. Thus, the bill proposed by the AEC in 1957 
would have permitted dual regulation by both Federal and State 
Governments of byproduct, source, and special nuclear materials for 
protection against radiation hazards. 

At the conclusion of the 85th Congress, the chairman and the vice 
chairman of the Joint Committee instructed the staff to make a study 
of existing laws and regulations, at the Federal, State, and local level 
in the atomic energy field in preparation for hearings by the Joint 
Committee on Federal-State Cooperation in the spring of 1959. 
Accordingly, the Joint Committee staff, with the assistance of an 
informal advisory panel, studied the matter thoroughly and collected 
materials published in March 1959 as a 520-page Joint Committee 
print entitled “Selected Materials on Federal-State Cooperation in the 
Atomic Energy Field.” The committee print included special reports 
requested by Senator Anderson from various Federal agencies, sum- 
maries of the activities of State and local governments, and certain 
nongovernmental organizations. It also reprinted excerpts from 
articles and materials on Federal-State relationships in the atomic 
energy field, including a report prepared by the Council of State 
Governments entitled “Intergovernmental Relationships in the Fields 
Other Than Atomic Energy. 

As background for the hearings on Federal-State cooperation, the 
Joint Committee held two prior sets of hearings as follows: 

1. From January 28 to February 3, 1959, the Special Subcommittee 
on Radiation of the Joint Committee held public hearings on indus- 
trial radioactive waste disposal. Representatives from both Federal 
and State agencies presented statements on their activities in regulat- 
ing or handling radioactive waste materials. 

2. From March 10 to 18, 1959, the Subcommittee on Research and 
Development held public hearings on employee radiation hazards and 
workmen’s compensation. Witnesses from Federal and State agen- 
cies, as well as nongovernmental organizations, testified during these 
hearings. 

In order to inform all State Governors of the plans of the Joint 
Committee and the hearings which led to this bill, Chairman Anderson 
and Vice Chairman Durham, and three other ranking members of the 
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committee (Senator Hickenlooper, Congressman Van Zandt, and 
Congressman Holifield as chairman of the Subcommittee on Legisla- 
tion) sent a letter on February 11, 1959, to each Governor of the 
then 49 States. Subsequently, copies of the Joint Committee print 
on “Selected Materials on Federal-State Cooperation in the Atomic 
Energy Field” and “Selected Materials on Employee Radiation 
Hazards and Workmen's C ompensation” were also sent to each Gov- 
ernor, as well as to all other persons on the Joint Committee mailing 
list, and other interested persons. 

At the request of the Joint Committee, the Commission, on March 
5, 1959, forwarded to the Joint Committee a proposed bill for the 
purposes of inclusion in the Joint Committee print, and the co 
Committee scheduled hearings to be held in May 1959. On May 1 
1959, the Commission for mally transmitted its proposal to amend a 
Atomic Energy Act with respect to cooperation with States, which 
was identical to the March 5 version, except for minor revisions, 
This bill was introduced (by request) by Senator Anderson as S. 1987 
and by Congressman Durham as H.R. 7214. 

From May 19 to 22, 1959, the Joint Committee held hearings, as 
summarized below in the next section of this report. Thereafter, 
it was announced that the Bureau of the Budget was coordinating 
a study within the executive branch concerning allocation of radiation 
control responsibilities among Federal agencies and transfer of func- 
tions to States, and the committee deemed it advisable to take no fur- 
ther action on the bills until the results of such study were announced. 
On August 14, the White House issued a press release announcing 
establishment of a Federal Radiation Council, and stating, in addi- 
tion, as follows: 


In addition, the President approved a series of recom- 
mendations to be carried out upon enactment of proposed 
legislation endorsed by the administration (S. 1987 and H.R. 
7214) under which certain regulatory responsibilities of the 
Atomic Energy Commission will be transferred to the States 
by agreement with the Commission as the States equip 
themselves to assume them. The recommendations were 
that— 

(a) The Atomic Energy Commission have the principal 
Federal responsibility for preparing the States for the 
proposed transfer of certain of its regulatory responsibilities. 

(6) The training programs necessary for such transfer 
be financed and planned by the Commission, and in order to 
make maximum use of existing facilities and competence, 
such programs be conducted ‘under cooperative arrange- 
ments between the Atomic Energy Commission and the 
Department of Health, Education, and Welfare. 

(c) At the termination of this special training program any 
training of State personnel be conducted within the con- 
tinuing programs of the Department of Health, Education, 
and Welfare and other Federal agencies. 

(2) The Department of Health, Education, and Welfare 
continue as the Federal focal point for guidance and assistance 
to the States with respect to contamination by and biological 
effects from radiation sources not now under control of the 
Commission. 
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After announcement of the August 14, 1959, Executive order which 
established the Federal Radiation Council, and reaffirmed the ad- 
ministration’s support of S. 1987 and H.R. 7214, Senator Anderson 
introduced on August 19, 1959, this bill as S. 2568, to incorporate 
the principal provisions of S. 1987, plus certain other provisions, 
including recognition of the Federal Radiation Council. On the next 
day, August 20, 1959, Congressman Durham introduced an identical 
bill as ILR. 8755. On August 26, 1959, the committee received 
comments from the AEC on S. 2568 and H.R. 8755. The committee 
met to consider the bills in executive meetings on August 26 and 31 

1959, and voted to report the bills out, with certain minor amendme nts 
as summarized in this renort. 


IIEA 





RINGS 


From May 19 to 22, 1959, the Joint Committee held public hearings 
on the bills proposed by AEC, and on the subject of Federal-State 
cooperation in the atomic energy field. Testimony was received from 
the following persons and organizations: 
May 19,1959 

Dr. G. Hoyt Whipple, University of Michigan 

Dr. Lauriston Taylor, chairman, National Committee on Radiation 

Protection and Measurement 

Commissioner John 8S. Graham, U.S. Atomic Energy Commission 

Dr. Charles H. Dunham, U.S. Atomic Energy Commission 

Dr. Joseph Lieberman, U.S. Atomic Energy Commission 

Mr. Osear S. Smith, U.S. Atomic Energy Commission 

Mr. Curtis A. Nelson, U.S. Atomic Energy C ommission 

Mr. Harold Price, U.S. Atomic Energy Commission 

Dr. Clifford Beck, U.S. Atomic Energy Commission 

Dr. David Price, U.S. Public Health Service 

Dr. Francis J. Weber, U.S. Public Health Service 
May 20.1959 

Gov. Robert E. Smylie of Idaho 

Mr. Lee Hydeman, University of Michigan Law School 

Dr. W. L. Wilson, State of Texas 

Dr. Morris Kleinfeld, State of New York 

Mr. P. W. Jacoe, State of Colorado 

Dr. Maurice B. Visscher, State of Minnesota 

Mr. Harold Sandbank, American Municipal Association 
May 21,1959 

Commissioner John S$. Graham, U.S. Atomic Energy Commission 

Mr. Robert Lowenstein, U. - Atomic Energy Commission 

Dr. John D. Porterfield, = S. Public Health Ser vice 

Dr. Francis J. Weber, U. S; Public Health Service 

Mr. Jo M. Ferguson, ‘Association of Attorneys General 

Mr. Charles F. Schwan, Council of State Governments 

Mr. Frank Norton, Southern Governors Conference 

Mr. Raymond I. Rigney, representing the Governor of Massa- 

chusetts 
Mr. Clement R. Bassett, representing the Governor of West Virginia 


Mr. Karl R. Allen and Mr. George Kinsman, representing the 
Governor of the State of Florida 
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May 22,1959 
Mr. John Curran, AFL-CIO 
Mr. Leonard English, Firefighters Union 
Mr. Frank Norton, Southern Governors Conference 
Mr. William McAdams, U.S. Chamber of Commerce 
Mr. Oliver Townsend, Atomic Energy Coordinator, State of New 
York 
Mr. William Berman and Mr. Lee Hydeman, University of Michigan 
Mr. Otto Christenson, Conference of State Manufacturers Asso- 
ciation 
Prof. George Frampton, University of Illinois Law School 
Dr. Roy Cleere, Colorado Department of Health 
Mr. Leo Goodman, United Automobile Workers 
In addition the Joint Committee received comments from the AEC 
concerning possible revisions to the bill at a hearing on August 26, 
1959. 
COMMENTS BY THE JOINT COMMITTEE 


1. This proposed legislation is intended to clarify the responsibilities 
of the Federal Government, on the one hand, and State and local 
governments, on the other, with respect to the regulation of byproduct, 
source, and special nuclear materials, as defined in the Atomic Energy 
Act, in order to protect the public health and safety from radiation 
hazards. It is also intended to increase programs of assistance and 
cooperation between the Commission and the States so as to make it 
possible for the States to participate in regulating the hazards asso- 
ciated with such materials. 

2. The approach of the bill is considered appropriate, in the opinion 
of the Joint Committee, for several reasons: 

(a) The approach is on a State-by-State basis. It authorizes the 
Commission to enter into agreements with Governors of individual 
States, after proper certifications and findings by both the Governor 
and the Commission as to the adequacy of the State’s program. A 
few States have indicated they will be ready in the near future to 
begin discussions leading to an agreement to assume regulatory re- 
sponsibility for such materials. Others will not be ready without 
more effort, more assistance, and more experience for several, or per- 
haps many, years. The bill does not authorize a wholesale relinquish- 
ment or abdication by the Commission of its regulatory responsibilities 
but only a gradual, carefully considered turnover, on a State-by-State 
basis, as individual States may become qualified. 

(5) The bill applies to some, but not all, atomic energy activities 
now regulated exclusively by AEC. It applies principally to radio- 
isotopes, whose use and present licensing by AEC is widespread, but 
whose hazard is local and limited. Moreover, the radiation hazard 
from radioisotopes has similarities to that from other radiation sources 
already regulated by States—such as X-ray machines and radium. 
Licensing and regulation of more dangerous activities—such as nuclear 
reactors—will remain the exclusive responsibility of the Commission. 
Thus a line is drawn between types of activities deemed appropriate 
for regulation by individual States at this time, and other activities 
where continued AEC regulation is necessary. 

(c) The bill authorizes increased training and assistance to States, 
and thus enhances the protection of the public health and safety, be- 























AMEND THE ATOMIC ENERGY ACT—COOPERATION WITH STATES YQ 


cause most citizens look to their local health officers for advice and pro- 
tection against hazardous materials used in the community. The 
capacity of such officials to control hazards from byproduct, source, 
and special nuclear materials would be increased by the training and 
programs of assistance authorized under this bill. Presumably the 
capacity of such officials to deal with other materials already under 

their responsibility—such as X-ray machines and radium—would also 
be i inc ‘reased, thus further protecting the public health and safety. 

It is not intended to leave any room for the exercise of dual or 
conounvent jurisdiction by States to control radiation hazards by regu- 
lating byproduct, source, or special nuclear materials. The intent is 
to have the material regulated and licensed either by the Commission, 
or by the State and local governments, but not by both. The bill is 
intended to encourage States to increase their knowledge and capaci- 
ties, and to enter into agreements to assume regulatory responsibilities 
over such materials. 

The bill authorizes the Commission to provide training and other 
services to State officials and employees and to enter into agreements 
with the State under which the latter may perform inspections and 
other functions cooperatively with the Commission. By these means, 
it is intended to assist the States to prepare themselves for assuming 
independent regulatory jurisdiction. 

The Joint Committee believes it important to emphasize that 
the radiation standards adopted by States under the agreements of 
this bill should either be identical or compatible with those of the 
Federal Government. For this reason the committee removed the 
language “to the extent feasible” in subsection g. of the original AEC 
bill considered at hearings from May 19 to 22, 1959. The committee 
recognizes the importance of the testimony before it by numerous 
witnesses of the dangers of conflicting, overlapping, and inconsistent 
standards in different jurisdictions, to the hindrance of industry 
" jeopardy of public safety. 

The bill establishes, in subsection h., a Federal Radiation Council 
to ad ise the President with respect to radiation matters. It is hoped 
that this Council will assist in obtaining uniformity of basic standards 
among Federal agencies, as well as in programs of cooperation with 
States. The Council, as established in the bill, increases the member- 
ship from four to five, including the original four members and the 
Secretary of Labor, or their designees, ‘and such other members as 
shall be appointed by the President. The President, if he deems it 
+ ar gabon may appoint representatives of the public, or State or 

‘al agencies. The bill provides that the Council shall consult 
qualified scientists and experts in radiation matters, including the 
President of the National Academy of Sciences, the Chairman of the 
National Committee on Radiation Protection and Measurement, and 
qualified experts in the field of biology and medicine, and in the field 
of ae physics. 

The bill recognizes that this is interim legislation. The com- 
mittee believes that the uses of atomic energy will be so widespread 
in future years that States should continue to prepare themselves for 
increased responsibilities. 
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SECTION-BY-SECTION ANALYSIS 


Section 1 of this bill adds a new section 274 to the Atomic Energy 
Act of 1954, as amended, with respect to cooperation with States, 
The recommended new section 274 consists of subsections a. through 
n., each of which will be briefly summarized below. 

Subsection a. sets forth the purpose of the new section 274. As 
redrafted by the committee, the purpose is clearly limited to the 
materials already regulated by the Commission under the Atomic 
Energy Act of 1954; namely, byproduct, source, and special nuclear 
materials. The purpose, as redrafted by the committee, also provides 
for coordination of the development of radiation standards for the 
guidance of Federal agencies and cooperation with States, and ree- 
ognizes that this is interim legislation in that, as the States improve 
their capabilities, additional legislation may be needed, perhaps in 
approximately 5 years. 

Subsection b. is the principal substantive section of the bill. It 
authorizes the Commission to enter into agreements with Governors of 
individual States providing for discontinuance of the regulatory 
source material, and special nuclear materials, in quantities not sufli- 
cient to form a critical mass. During the duration of such an agree- 
ment, it is recognized that the State shall have the authority to regulate 
such materials for the protection of the public health and si afety from 
radiation hazards. Prior to such an agreement, the Commission has 
the responsibility for the regulation of such materials. Subsection b. 
permits the Commission to discontinue its authority and encourages 
States, when qualified, to assume the responsibility. The hazards from 
the types of materials encompass by far the greatest part of the 
Commission’s present licensing and regul: atory activities. They are 
areas which are susceptible to regulation by the States, after the 
State has established a program for the control of radiation hazards. 
Subsection b. provides that so long as the agreement is in effect the 
State shall have regulatory authority over these materials. 

Subsection c. of the bill excludes certain areas from an agreement 
under subsection b. between the Commission and the Governor of a 
State. These are areas which, because of their special hazards, or 
for reasons of Federal responsibility, are believed desirable for con- 
tinued responsibility by the Commission. They include the con- 
struction and operation of production or utilization facilities, includ- 
ing reactors; the export or import of such materials or facilities: 
the disposal into the ocean or sea of such materials; and the disposal 
of such other materials as the Commission determines because of 
hazards or potential hazards should not be disposed of without a 
license from the Commission. The last sentence of subsection ¢. 
provides that the Commission, notwithstanding any agreement under 
subsection b., is authorized to require that the manufacturer, processor, 
or producer of any equipment device, commodity, or other product 
containing such materials shall not transfer possession or control of 
such products, except pursuant to an AEC license. The Commission, 
in its section-by-section analysis of the bill, forwarded by the May 13, 
1959 letter, explained the purpose of this sentence as follows: 


The controls which would be exercised by the Commission 


under this provision would apply only to “transfer of posses- 
sion or control” by the “manufacturer, processor, or pro- 
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ducer.” The Commission would not be authorized under 
this provision to regulate any radiation hazards which might 
arise during manufacture, tr ansportation, or use of a product. 

Under the provision, the Commission will be in a position 
to assure that articles containing byproduct, source, or 
special nuclear material will not be distributed unless they 
meet the Commission’s minimum safety requirements, in- 
cluding appropriate manufacturing and processing specifica- 
tions and labeling requirements. Manufacturers of such 
devices as gages, Juminous markers, radiograph and _tele- 
therapy devices, electronic tubes, and so forth sell their 
products throughout the United States and in many foreign 
countries. It is important to assure that controls with 
respect to such products should be uniform and should be 
uniformly applied. 

There is an additional reason why it is important for the 
Commission to continue the exercise of control over the dis- 
tribution of articles containing source, byproduct, or special 
nuclear material. As the supply of such radioactive ma- 
terials, particularly byproduct materials, increases, there 
may be increasing proposals by manufacturers and processors 
to incorporate such materials in articles (such as consumer 
products) that receive widespread distribution. Although 
it is not a present problem, the extent to which the wide- 
spread distribution of radioactive materials should be per- 
mitted in this country may in the foreseeable future present 
questions of publie policy which can be resolved, and the 
hazards controlled, only at the Federal level. 


Subsection d. provides for certification by the Governor, and a 
finding by the Commission, before any agreement may be entered into. 
It is intended to protect the public health and safety by assuring that 
the State program is adequate before the Commission may withdraw 
its regulatory responsibilities. 

Subsection e. provides for publication in the Federal Register of 
such proposed agreements or exemptions, and provides an opportunity 
for comment by interested persons. 

Subsection f. authorizes the Commission to grant exemptions from 
the licensing requirements. 

Subsection g. provides that the Commission is authorized and di- 
rected to cooperate with the States in the formulation of standards 
for the protection of public health and safety from radiation hazards 
and to assure that State and Commission programs for protection 
against radiation hazards will be coordinated and compatible. In 
most cases, it is intended that State and local standards should be 
the same as Federal standards in order to avoid conflict, duplication, 
or gaps. 

Subsection h. establishes a Federal Radiation Council, consisting 
of nine members. The first seven are identified in the bill. By the 
use of the words “or their designees,” it is indicated that qualified 
subordinates, particularly those with technical competence, may serve 
on the Council. The Federal Radiation Council was recently estab- 
lished by Executive order of the President. It is not intended to 
interfere with the functions of the Council as established, but to 
recognize it by statute, add the Secretary of Labor, provide for con- 








12 AMEND THE ATOMIC ENERGY ACT—COOPERATION WITH STATES 





sultation with scientific experts, and authorize it to advise as to pie 
grams of cooperation with States. As in the Executive order, 
provides that the Council shall advise the President with respect to 
certain radiation matters, including guidance for all Federal agencies 
in the formulation of basic radiation standards and in the establish- 
ment and execution of programs of cooperation with States. It is 
provided that the Council shall also perform such other functions as 
the President may assign to it by Executive order. 

Subsection i. provides that the Commission is authorized to provide 
training with or without charge, and such other assistance to employees 
of any State or political subdivision thereof, or groups of States, as 
the Commission deems appropriate. The Saat intel se added by the 
Joint Committee, after hearings, provides that any such assistance 
shall take into account the additional expenses that may be incurred 
by the State as the consequence of the State entering into an agreement 
with the Commission. It is not intended that a cash grant shall be 
provided to pay for the administration of State regulatory programs. 
It is anticipated that training, consulting, and similar arrangements 
may be made by the Commission to reimburse State or State employ- 
ees for expenses, or pay salaries of such employees while associated 
with the AEC. 

Subsection j. of the bill provides that the Commission, upon its own 
initiative after reasonable notice and opportunity for hearings, or upon 
request of the Governor of a State, may terminate or suspend its 
agreement with the State and reassert the licensing and regulatory 
authority vested in the Commission under the Atomic E nergy Act, if 
the Commission finds that such termination or suspension is ‘required 
to protect the public health and safety. This provision represents a 
reserve power, to be exercised only under extraordinary circumstances. 

Subsection k. provides that nothing in the new section 274 shall be 
construed to affect the authority of any State or local agency to regu- 
late activities for purposes other than protection against radiation 
hazards. This subsection is intended to make it clear that the bill 
does not impair the State authority to regulate activities of AEC 
licensees for the manifold health, safety, and economic purposes other 
than radiation protection. As indicated elsewhere, the Commission 
has exclusive authority to regulate for protection against radiation 
hazards until such time as the State enters into an agreement with 
the Commission to assume such responsibility. 

Subsection 1. provides appropriate recognition of the interest of 
the States in activities which are continued under Commission author- 
ity. Thus, the Commission is required to give prompt notice to the 
States of the filing of license applications “and to afford reasonable 
opportunity for State representatives to offer evidence, interrogate 
witnesses, and advise the Commission as to the application. 

Subsection m. of the bill is the same as subsection c. of the original 
AEC bill and is designed to make it clear that the bill does not affect 
the Commission’s authority under the Atomic Energy Act to issue 
appropriate rules, regulations, or orders to protect the common 
defense and security, to protect restricted data, and to guard against 
the loss or diversion of special nuclear materials. 

Subsection n. defines the term “State” as meaning any State, 
Territory, or possession of the United States, the Canal Zone, Puerto 
Rico, and the District of Columbia. In addition, it is understood that 
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the term “Governor” means the chief executive officer of any such 
entity. 

Section 2 of the bill amends section 108 of the Atomic Energy Act 
of 1954, by deleting the phrase “distributed under the provisions of 
subsection 53a.” from the second sentence. The purpose of this 
amendment is to assure that the authority of the Commission to recap- 
ture special nuclear material whenever the Congress declares that a 
state of war or national emergency exists, shall not be impaired by 


reason of the Commission’s having entered into an agreement with 
the Governor of any State. 


CHANGES IN EXISTING LAW 


In accordance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law recommended by the bill 
accompanying this report are shown as follows (deleted matter is 
shown in black brackets and new matter is printed in italic) : 


Pusuic Law 83-703 


Tue Aromic Enercy Act or 1954, as AMENDED 
* * ea a ok me * 


“Sec. 108. War or Nationa Emercency.—W henever the Congress 
declares that a state of war or national emergency exists, the Com- 
mission is authorized to suspend any licenses granted under this 
Act if in its judgment such action is necessary to the common defense 
and security. The Commission is authorized during such period, if 
the Commission finds it necessary to the common defense and security, 
to order the recapture of any special nuclear material [distributed 
under the provisions of subsection 53a.,] or to order the operation of 
any facility licensed under section 103 or 104, and is authorized to 
order the entry into any plant or facility in order to recapture such 
material, or to operate such facility. Just compensation shall be paid 
for any damages caused by the recapture of any special nuclear mate- 
rial or by the operation of any such facility. 

* x * * * * * 

a 274. Cooperation Wirn Strates.— 

Itis the purpose of this section— 

“(1) to recognize the interests of the States in the peaceful uses 
of atomic energy, and to clarify the respective responsibilities 
under this Act of the States and the Commission with respect to 
the regulation of byproduct, source, and special nuclear materials ; 

“(2) to recognize the need, and establish programs for, coopera- 
tion between the States and the Commission with respect to con- 
trol of radiation hazards associated with use of such materials ; 

“(3) to promote an orderly regulatory pattern between the 
Commission and State governments with respect to nuclear de- 
velopment and use and regulation of byproduct, source, and spe- 
cial nuclear materials ; 

(4) to establish procedures and criteria for discontinuance of 
certain of the Commission's regulatory responsibilities with re- 
spect to byproduct, source, and special nuclear materials, and the 
assumption thereof by the States; 
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“(5) to provide for coordination of the development of radia- 
tion standards for the guidance of Federal agencies and coopera- 
tion with the States ; and 

“(6) to recognize that, as the States improve their capabilities 
to regulate effectively such materials, additional legislation may 
be desirable. 

“bh. Except as provided in subsection c., the Commission is author- 
ized to enter into agreements with the Governor of any State providing 
for discontinuance of the regulatory authority of the Commission 
under chapters 6,7, and 8, and section 161 of this Act, with respect to 
any one or more of the following materials within the State— 

“(1) byproduct materials; 

“(2) source materials; 

“(3) special nuclear materials in quantities not sufficient to 
form a critical mass. 

During the duration of such an agreement it is recognized that the 

State shall have authority to regulate the materials covered by the 

agreement for the protection of the public health and safety from 

radiation hazards. 

“e. No agreement entered into pursuant to subsection b. shall pro- 
vide for discontinuance of any authority and the Commission shall 
retain authority and responsibility with respect to regulation of— 

“(1) the construction and operation of any production or utili- 
zation facility; 

“(2) the export from or import into the United States of by- 
product, source, or special nuclear material, or of any production 
or utilization facility ; 

“(3) the disposal into the ocean or sea of byproduct, source, or 
special nuclear waste materials as defined in regulations or orders 
of the Commission; 

“(4) the disposal of such other byproduct, source, or special 
nuclear material as the Commission determines by regulation or 
order should, because of the hazards or potential hazards thereof, 
not be so disposed of without a license from the Commission. 
Notwithstanding any agreement between the Commission and any 
State pursuant to subsection b., the Commission is authorized by 
rule, regulation, or order to require that the manufacturer, proc- 
essor, or producer of any equipment, device, commodity, or other 
product containing source, byproduct, or special nuclear material 
shall not transfer possession or control of such product except 
pursuant to a license issued by the Commission. 

“d. The Commission shall enter into an agreement under subsection 
b. of this section with any State if— 

“(1) the Governor of that State certifies that the State has a 
program for the control of radiation hazards adequate to protect 
the public health and safety with respect to the materials within 
the State covered by the proposed agreement, and that the State 
desires to assume regulatory responsibility for such materials; and 

“(2) the Commission finds that the State program is compati- 
ble with the Commission’s program for the regulation of such 
materials, and that the State program is adequate to protect the 

public health and safety with respect to the materials covered by 

the proposed agreement. 
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(1) Before any agreement under subsection b. is signed by the 
Commission, the terms of the proposed agreement and of proposed 
exemptions pursuant to subsection f. shall be published once each week 
for four consec utive weeks in the Federal Register; and such opportu- 
nity for comment by interested persons on the proposed agreeme nt and 
exemptions shall be allowed as the Commission determines by regula- 
tion or order to be appropriate. 

“(2) Each proposed agreement shall include the proposed effective 
date of such proposed agreement or exemptions. The agreement and 
exemptions shall be published in the Federal Register within thirty 
days after signature by the Commission and the Governor. 

“f. The Commission is authorized and directed, by regulation or 
order, to grant such exemptions from the licensing requirements con- 
tained in chapters 6,7, and 8, and from its regulations applicable to 
licensees as the Commission finds necessary or appropriate to carry 
out any agreement entered into pursuant to subsection b. of this 
section. 

“g. The Commission is authorized and directed to cooperate with 
the States in the formulation of standards for protection against 
hazards of radiation to assure that State and Commission programs for 
protection against hazards of radiation will be coordinated and 
compatible. 

“h. There is hereby established a Federal Radiation Council, con- 
sisting of the Secretary of Health, Education, and Welfare, the Chair- 
man of the Atomic Energy Commission, the Secretary of Defense, the 
Secretary of Commerce, the Secretary of Labor, or their designees, 
and such other members as shall be appointe od by the President. The 
Council shall consult qualified scientists and experts in radiation 
matters, including the President of the National Academy of Sciences, 
the Chairman of the National Committee on Radiation Protection and 
Measurement, and qualified experts in the field of biology and medicine 
and in the field of health physics. The Special Assistant to the Presi- 
dent for Science and Technology, or his designee, is authorized to 
attend meetings, participate in the deliberations of, and to advise the 
Council. The Chairman of the Council shall be designated by the 
President, from time to time, from among the members of the Council. 
The Council shall advise the President with respect to radiation mat- 
ters, directly or indirectly affecting health, including guidance for all 
Federal agencies in the formulation of radiation standards and in the 
establishment and execution of programs of cooperation with States. 
The Council shall also perform such other functions as the President 
may assign to it by Executive order. 

The Commission in carrying out its licensing and regulatory 
responsibilities under this Act is authorized to enter into agreements 
with any State, or group of States, to perform inspections or other 
functions ona cooperatw e basis as the Commission deems appropriate. 
The Commission is also authorized to provide training, with or without 
charge, to employees of, and such other assistance to, any State or 
political subdivision thereof or group of States as the Commission 
deems appropriate. Any such provision or assistance by the Com- 
mission shall take into account the additional expenses that may be 
incurred by a State as a consequence of the State’s entering into an 
agreement with the Commission pursuant to subsection b. 
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. The Commission, upon its own initiative after reasonable notice 
at op portunity for hearing to the State with which an agreement 
under subsection b. has become effective, or upon request of the Gover- 
nor of such State, may terminate or suspend its agreement with the 
State and reassert the licensing and regulatory authority vested in it 
under this Act, if the Commission finds that such termination or 
suspe nsion is required to protect the public health and safety. 

“hk. Nothing in this section shall be construed to affect the authority 
of any State or local agency to regulate activities for purposes other 
than protection against radiation hazards. 

6c] With Te & pe ct foe ach application for Commission lice iS€ author- 
izing an activity as to which the Commission's authority is continued 
pursuant to subsection c., the Commission shall give prompt notice to 
the State or States in whic h the activity will be conducted of the filing 
of the license ap ypli cationc and shall afford reasonable oppor tunity tor 
State represe ntatives to one r evidence, inte rrogate w itnesses, and 
advise the Commission as to the applic ation without requiring such 
re prese ntatives to take a saasblciis jor or against the granting of the 
application. 

” No agreement entered into under subsection b.. and no exemp- 
tion granted pursuant to subsection f., shall affect the authority of the 
Commission unde r subse ction 161 db. or . to ISSUE rule Sa ve gulations, or 
orders to pi otect the common de fe nse and se curity, to prote ct restricted 
data or to quard against the loss or diversion of Spe cial nuclear mate- 
rial. For Pur pose S of subse ction 1672.. activitie S COvVeTrE d by CLE mptions 
granted pursuant to subsection f. shall be deemed to constitute activi- 
ties authorized pursuant to this Act; and spe cial nuclear material 


ac quire d by anY pe rson pur suant to suc h an ere mption shall be de Cine d 


to ae e been ac quire d pursuant to section 5. 
As used in this section. the term ‘State’ means any State, Terr- 
ae or possession of the United States, the Canal Zone, Puerto Rico, 
and the District of Columdia.” 
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Mr. Anperson, from the Joint Committee on Atomic Energy, sub- 
mitted the following 


REPORT 





l 

é [To accompany §. 2569] 

x 

i The Joint Committee on Atomic Energy, having considered S. 2569, 

] an original committee bill to amend the Atomic Energy Act of 1954, 

1 as amended, report favorably thereon with an amendment, and recom- 
mend that the bill, as amended, do pass. 

. The amendment to the bill adopted by the Joint Committee is as 

Ds follows: 


On page 1, line 3, strike out all after the word “That”, and strike 
out all of lines 4 through 11; and on page 2, strike out all of lines 1 


through 6, and on line 7, strike out the words “Src 


. 2.”; and on page 2, 
line 11, renumber “Sec. 3.” as “Src. 2 









EXPLANATION OF 





COMMITTEE AMENDMENT 










The committee amendment deletes section 1 of the bill which would 
have amended section 91 of the Atomic Energy Act of 1954, as 
amended, by adding a new subsection d. Former section 2 of the bill 
thus becomes the first section and section 3 is renumbered as section 2. 


SUMMARY OF BILL 










This bill, as reported out by the Joint Committee on Atomic Energy, 
amends sections 161 and 163 of the Atomic Ener gy Act of 1954, as 
amended. 

Section 1 of the bill amends subsection 161m. of the Atomic Energy 
Act of 1954, as amended, to authorize the Commission to enter into 
agreements for the per formance of certain services by the Com- 
mission, including the reprocessing of irradiated fuel elements with 
material licensees (reactor manufacturers and fuel suppliers), as well 
as facility licensees (reactor operators or utilities), as presently au- 
thorized by the act 


2 AMENDMENTS TO THE ATOMIC ENERGY ACT OF 1954, AS AMENDED 


Section 2 of the bill amends section 163 of the act to provide, in 
substance, that the members of the General Advisory Committee 
and other AEC advisory committees will not be subject to certain 
conflict-of-interest statutes solely because of compensation received 
from nonprofit educational institutions. 


COMMENTS BY THE JOINT COMMITTEE 


The Joint Committee, after carefully considering several alternatives 
to the language to section 1 of the bill, concluded that more con- 
sideration is needed by the Atomic Energy Commission and the 
Department of Defense on the subject of respective responsibilities 
for safety of nuclear materials, atomic weapons, and military reactors 
under the control of the Department of Defense. The committee 
has therefore requested the AEC and the Department of Defense to 
review this subject thoroughly and to present reports to the Joint 
Committee for further consideration during the next session of the 
( ongr ess. 

Sach year the Joint Committee reviews the provisions of the 
Atomic Energy Act of 1954, as amended, in order to make sure that 
the act is up to date and capable of dealing with new problems emerg- 
ing in the developing atomic energy field. The two amendments 
incorporated into this bill are those which the committee recom- 
mends that the Congress consider and enact this session. Certain 
other proposed amendments to the act which are now pending before 
the Joint Committee are considered less urgent and will be considered 
further during the next session of the Congress. 

Certain amendments to chapter 13 of the Atomic Energy Act 
pertaining to patents and inventions were proposed by the AEC 
this year. The Joint Committee held hearings on this subject in 
April, 1959. Subsequently, in Public Law 86-50, the committee 
incorporated the proposed amendment to section 153 of the act, to 
extend the so-called “compulsory licensing” section of the act for 
another 5 years, because of the proximity of the expiration date of 
September 1, 1959. The committee has been informed that the Com- 
mission 1S still reviewing atomic energy patent matters, particularly 
in the international field, and the committee will therefore review 
this subject again next year. 


SECTION-BY-SECTION ANALYSIS 


Section 1 of the bill amends subsection 161 m. by making it appli- 
cable to licensees under subsections 53 a. (4) and 63 a. (4) as well as 
sections 103 and 104. As indicated in the AEC statement in appendix 
I, this amendment would facilitate development of the atomic energy 
industry in some cases, and might result in lower charges to the 
industry in certain instances. 

Section 2 of the bill, as amended, amends section 163 of the Atomic 
Energy Act of 1954, as amended, so as to enable certain members of 
AEC advisor y committees who might receive compensation from non- 
profit educational institutions to serve without regard to certain of 
the conflict-of-interest statutes if the conflict arises out of compensa- 
tion received from such an institution. 
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It is intended that the Commission shall exercise judgment in the 
selection of persons for its advisory committees, and would not, for 
example, select to the General Advisory Committee persons having 
direct responsibility for phases of the program, such as directors of 
national laboratories. 


CHANGES IN EXISTING LAW 


In accordance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law recommended by the 
bill accompanying this report are shown as follows (deleted matter is 
shown in black brackets, and new matter is printed in italic): 


Pusiic Law 83-703 
Tue Aromic Enerey Act or 1954, as AMENDED 


Sec. 161. GeneraL Provistons.—In the performance of its func- 
tions the Commission is authorized to * * * 

“m. enter into agreements with persons licensed under [section 103 
or 104] Section 103. 104, 53a. (4), or 63a. (4) for such periods of time 
as the Commission may deem necessary or desirable (1) to provide for 
the proc essing, fabric ating, separating, or refining in facilities owned 
by the Commission of source, byproduct, or other material or special 
nuclear material owned by or made available to such licensees and 
which is utilized or produced in the conduct of the licensed activity, 
and (2) to sell, lease, or otherwise make available to such licensees 
such quantities of source or byproduct material, and other material 
not defined as special nuclear material pursuant to this Act, as may 
be necessary for the conduct of the licensed activity: Provided, how- 
ever, That any such agreement may be canceled by the licensee at any 
time upon payment of such reasonable cancellation charges as may be 
agreed upon by the licensee and the Commission : And provided fur- 
ther, That the Commission shall establish prices to be paid by licensees 
for material or services to be furnished by the Commission pursuant to 
this subsection, which prices shall be established on such a nondis- 
criminatory basis as, in the opinion of the Commission, will provide 
reasonable compensation to the Government for such material or serv- 
ices and will not discourage the development of sources of supply 
independent of the Commission.” 

* * * * * * * 


“Sec. 163. Apvisory Commrrreres.—The members of the General 
Advisory Committee established pursuant to section 26 and the mem- 
bers of advisory boards established pursuant to section 161 a. may 
serve as such without regard to the provisions of sections 281, 283, or 
984 of Title 18 of the United States Code, except insofar as such sec- 
tions may prohibit any such member from receiving compensation 
from a source other than a nonprofit educational institution in respect 
of any particular matter which directly involves the Commission or in 
which the Commission is directly interested.” 





APPENDIX I 


Excerpt From Strarement oF AEC Cuarrman McCone Berore 
Joint Commitree Durtne Hearing on Avcust 26, 1959 


Section 2 (sec. 1 inamended bill) 


This section of the proposed bill is directed toward another problem 
which we would like to have solved by this session of Congress. 

At present we are authorized to contract only with lic ensed ret actor 
owners to perform services for them, such as chemical processing of 
their irradiated fuels. These services are not available from com- 
mercial suppliers. 

This limited authority is interfering with the pattern of doing 
business preferred by reactor operators. For example, one large 
utility has told us that they prefer to contract with a fuel supplier who 
would not only furnish fuel ready to insert into their reactor but who 
would also cart away the irradiated fuel, and arrange for having it 
processed. The utility cannot do this at present because the authority 
we now have in section 161 m. of the act disenables the Commission 
from contracting with such a fuel supplier to perform the necessary 
reprocessing. It would be a convenience to both the utility and to the 
Commission if we could do business with such a fuel supplier. There- 
fore, we ask that section 161 m. be amended to give us the long-term 
authority to make such contracts. 

Another example of where a change in this section of the law would 
help is in the area of handling fuel for research reactors. These 
reactors use such a small amount of fuel that they run up against our 
minimum charge for processing. The result 1s a relatively high 
charge. This charge could be lowered for an individual reactor 
operator if he could turn his irradiated fuel over to a fuel company 
which would collect fuel from several such small reactors and offer 
all of it to us to reprocess as a single batch. The result could be a 
substantially lower charge to each reactor operator and thus a direct 
benefit to research. 

Several companies are exploring the field and at least one fuel 
element manufacturer is eager to provide a complete fuel service. 

Section 2 of the bill contains language which will accomplish these 
purposes and I urge passage of this amendment at this session of 
Congress. 


Section 3 (sec. 2 of amended bill) 

Section 3 of S. 2569 and H.R. 8754 would amend 163 of the Atomic 
Energy Act so as to enable GAC members who are from the university 
world to serve without regard to certain of the conflict of interests 
statutes. The bill also covers members of other advisory boards 
established by the Commission under section 161(a) of the act 

Members of the GAC are presently subject to al al conflict of 
interest problems under a possible construction of the statutes (18 
U.S.C. 281, 283, and 284) from which section 163 provides a partial 


4 
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exemption. Most troublesome of the statutes is 18 U.S.C. 281 which, 
as modified by section 163, prohibits an AEC employee from receiving 
compensation for any services rendered in relation to any matter 
which is before the agency and in which the AEC is directly involved 
or interested. The crime is the receipt of compensation, regardless 
of the type of services rendered. 

The Commission’s interest in a broadened exemption is occasioned 
not so much by the fear of any actual prosecution of a GAC member 
for these technical conflicts than by a desire to clarify what is un- 
doubtedly a hazy area. We want to be able to assure men from 
private life that they are violating neither the letter nor the spirit 
of these laws. 

In reference to the specific proposal contained in section 3 of your 
bill, we feel that it is extremely salutary and we support it fully. We 
have no doubt that the receipt of compensation from nonprofit edu- 
cational institutions, whose basic motivation is the public interest, is 
not incompatible with service on the General Advisory Committee 
and other advisory boards. 

O 
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Calendar No. 898 


86TH CONGRESS t SENATE Report 
1st Session No. 872 


AUTHORIZING THE SECRETARY OF THE INTERIOR TO 
CONSTRUCT, OPERATE, AND MAINTAIN THE NORMAN 
PROJECT, OKLAHOMA 


SEPTEMBER 2 (legislative day, Aucust 31), 1959.—Ordered to be printed 


Mr. ANDERSON, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 1892] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 1892) to authorize the Secretary of the Interior 
to construct, operate, and maintain the Norman project, Oklahoma, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill as amended do pass. 

The amendments are as follows: 

(1) At the end of section 1, in line 7, page 2, add a new sentence 
reading as follows: 


The Secretary may enter into suitable contracts with munic- 
ipal organizations, or other organizations as defined in section 
2, Reclamation Project Act of 1939 (38 Stat. 1187), to under- 
take with non-Federal financing the construction of pumping 
plants, pipelines, and other conduits, or of any of such works, 
for furnishing water for municipal, domestic, and industrial 
use, and to advance to such organizations during the con- 
struction period funds to cover an appropriate share of the 
costs thereof attributable to furnishing water to Tinker Air 
Force Base. 


(2) Strike all language appearing in lines 10 through 14, inclusive, 
on page 2 and insert therefor the words ‘‘thereof in accordance with 
the following conditions:”. 

(3) In line 24, page 2, strike the words “and title III of the Flood 
Control Act of 1958” and insert therefor ‘‘under the provisions of the 
Federal reclamation laws, and to the extent appropriate, under the 
Water Supply Act of 1958”. 
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(4) In line 5, page 3, after the word “and’’, add a comma and insert 
the phrase “notwithstanding the provision in the Water Supply Act 
of 1958 relating to the rate of interest,”’. 

(5) Strike all language appearing in lines 17 and 18, page 5, and 
insert ‘‘for minimum basic recreational facilities as determined by the 
Secretary.” 

(6) In lines 2 and 16, page 2, strike “‘preservation and propagation” 
and insert ‘conservation and development”’. 

(7) On page 6, line 22, insert a new section 9 reading as follows: 


Sec. 9. The second sentence of section 5(f) of the Act 
entitled ‘An Act to authorize the Secretary of the Interior 
to construct, operate, and maintain the Colorado River 
storage project and participating projects, and for other 
purposes’, approved April 11, 1956 (70 Stat. 109) is amended 
to read as follows: “‘Such interest rate shall not exceed the 
average rate of interest, computed as of the end of the 
calendar month next preceding the date on which such 
advance is made, borne by all outstanding interest-bearing 
marketable public debt obligations of the United States 
which mature fifteen or more years from the date of their 
issuance, and by adjusting such average rate of interest to 
the nearest one-eighth of 1 per centum.” 


(8) Amend the title so as to read: 


To authorize the Secretary of the Interior to construct, 
operate, and maintain the Norman project, Oklahoma, and 
for other purposes. 


PURPOSE OF THE BILL AS AMENDED 


The bill as amended, authorizes the Norman project, on Little River 
(a tributary of the Canadian River), in Oklahoma, and provides for 
recognition of certain interest costs on the Upper Colorado River 

roject. 
: The Norman project consists of a dam and reservoir, pipelines, and 
pumping facilities to deliver municipal and industrial water to the 
= cities of Norman, Midwest City, Del City, and to Tinker Air 
orce Base. 

Other major uses of the project works are flood control, fish and wild- 
life conservation and development, and recreation. 

The bill also provides for allocation of costs, and sets out that the 
reimbursable costs will be repaid in 50 years with interest to the Fed- 
eral Government. The Federal costs allocated to the Tinker Air 
Force Base for its proportionate share of the costs allocated to munici- 
pal water supply, and to fish and wildlife benefits, to basic recreational 
facilities, and to flood control, will be nonreimbursable. 

The bill provides that the water users’ organization of the Norman 
project may sell any surplus water but are required to use such reve- 
nues to apply on “retirement of project debt payment, payment of 
interest, and payment of operation and maintenance costs.” 

It also provides that, upon full repayment, the water users will have 
permanent right to use of the facilities for municipal water supply 
purposes. 

Construction may be accomplished in units or stages if the Secretary 
believes the best interests of the project are thus served. 
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Provision is made for agreements with ‘‘suitable political subdivi- 
sions” for park and recreational development on Federal lands ad- 
jacent to the reservoir, providing such development is not inconsistent 
with State health and safety laws. 

The usual authority to appropriate money to carry out the purposes 
of the act is provided. 


PROJECT DESCRIPTION 


The proposed multiple-purpose Norman project would be located 
in central Oklahoma in and adjoining the Little River Basin in Cleve- 
land and Oklahoma Counties. The planning report on the project 
was submitted to the President of the Senate and Speaker of the 
House of Representatives on July 1, 1958, and was printed as House 
Document 420, 85th Congress. This report was based upon studies 
which were completed in 1954. 

Norman, Midwest City, Del City, Okla., and Tinker Air Force Base 
now derive their water by ground water pumping. Their water re- 
quirements are continuing to grow and forecasts of future requirements 
indicate that continued reliance upon ground water alone will result 
in serious difficulties unless some such development as the proposed 
Norman project is built. 

The planning report proposed a Norman Reservoir with a conserva- 
tion storage capacity of 107,300 acre-feet, which it was believed would 
furnish adequate water to meet the estimated requirements of the 
three project municipalities and the military installation through the 
year 2010. 

Because the report was based on studies which were completed in 
1954, the Bureau of Reclamation has recently completed a reappraisal 
of the proposed Norman project, taking into account the effect of the 
severe drought of 1951-57 on the estimated firm reservoir yield, sig- 
nificant increases in land acquisition and relocation costs, general in- 
creases in construction costs, all-Federal as well as joint development, 
and other factors which will affect the project plan. 


EFFECTS OF DROUGHT RECOGNIZED 





As the effect of the recent drought was to decrease significantly the 
firm yield of Norman Reservoir, as previously reported, the reappraisal 
involved studies of Norman Reservoir with the original conservation 
storage capacity of 107,300 acre-feet and with 140, 900 acre-feet of 
conservation storage capacity. Either reservoir, operated in con- 
junction with occasional use of existing ground water pumping facili- 
ties, could meet the project requirements for 50 years. The larger 
reser voir, which will increase the annual firm yield about 20 percent 
at an increase in cost of about $1,140,000, is now favored for the project 
plan. Increasing the annual firm yield will reduce the quantity and 
frequency of ground water pumping. In addition, arrangements may 
be concluded between the Central Oklahoma Water Users’ Associa- 
tion and Oklahoma City for the city to purchase the entire yield of the 
reservoir surplus to project needs. 

Based on October 1958 prices, the cost of constructing the project is 
now estimated at $19,042,000. The Federal cost under joint develop- 
ment would amount to about $12,920,000, consisting of $11,511,000 
for Norman Dam and Reservoir, $315,000 for minimum basic recrea- 
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tional facilities, and $1,094,000 for that portion of the cost of the 
aqueduct system which would be allocable to furnishing water to 
Tinker Air Force Base. The remaining cost of the aqueduct system, 
which would be constructed by the project water users under joint 
development, or by the Federal Government under the all-Federal 
plan, would amount to $6,122,000. In either case, local interests 
would construct the necessary water treatment works at an estimated 
cost of $3,227,000. 


FLOOD CONTROL BENEFITS RECOGNIZED 


Norman Reservoir would also provide flood control benefits through 
controlling all floods of record at the damsite, thus protecting valuable 
farmland and property. There would be minor flood benefits in the 
Canadian River Basin downstream from the mouth of the Little River. 

The U.S. Fish and Wildlife Service has found that the existing 
stream fishery of low value would be replaced by a good reservoir 
fishing opportunity. Responsibility for the conservation and de- 
velopment of fish and wildlife values will rest with the Oklahoma 
Game and Fish Department in cooperation with the Fish and Wild- 
life Service. 

Since almost one-fourth of Oklahoma’s population lives within 50 
miles of the Norman Reservoir site, the project could provide recrea- 
tional opportunities for a population concentration which is currently 
without adequate facilities of the nature which the project would 
make available. The project plan proposes Federal construction of 
those minimum basic facilities required for the protection of the health 
and safety of the visiting public. Additional recreational facilities, 
not appropriate for Federal construction, would be provided by local 
interests and the State of Oklahoma. 


ALLOCATION OF FEDERAL COSTS 


The Federal costs of the Norman project have been allocated as 
follows: 


Construc- Interest 
Purpose tion cost during 
construction 


Municipal and industrial water supply: 
Joint development , 970, $274, 
All Federal development , 092, 416, 
Flood control 3, 275, 129, 
Fish and wildlife \ 91, 
Recreation 


Annual benefits from all purposes would exceed the annual economic 
costs in the ratio of over 2 to 1 for either plan and for either a 100-year 
or 50-year period of analysis. 


RESPONSIBILITY OF OKLAHOMA MUNICIPALITIES 


Under the terms of S. 1892, the Oklahoma municipalities would be 
required to enter into contracts, prior to construction, for repayment 
with interest of the capital costs of the project works allocated to 
municipal water supply. Allocations of costs to flood control, recrea- 
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tion, conservation and development of fish and wildlife, and water 
supply for Tinker Air Force Base would be nonreimbursable and non- 
returnable. The disposal and sale of surplus water would be the 
responsibility of the water user’s organization representing the munici- 
palities, and the revenues from such disposal and sale would be required 
to be used for retirement of the capital cost repayment obligation, 
payment of interest thereon, and payment of operation and main- 
tenance costs. 

The bill further provides that upon completion of payment of the 
amount of the capital costs allocated to municipal and industrial water 
supply, with interest, the municipalities would have a permanent right 
to the use of that portion of the project works allocated to municipal 
water supply purposes. The cities’ repayment obligation under the 
joint development plan would be $4,851,000 and under the all-Federal 
plan $11,115,100, which would be repaid with interest within 50 years, 
as the bill provides. This obligation would be reduced by $374,400 
to compensate the cities for the capitalized value of operation, main- 
tenance, and replacement costs allocated to nonreimbursable purposes. 






















OPERATION AND MAINTENANCE 







The bill provides that the project may be operated and maintained 
by the water users organization that assumes the obligation for repay- 
ing reimbursable costs. The annual cost of project operation and 
maintenance properly allocable to Tinker Air Force Base, including 
the base’s share of the cost of operating the water treatment plant, 
requires that the Air Force base pay the water users organization 
annually for its share of such costs. The share of capital cost of the 
water treatment plant which will be built by the water users organ- 
ization that is properly allocable to Tinker Air Force Base may be 
paid by (1) prepayment to the water users organization at the time 
of water treatment plant construction or (2) annual payments to the 
water users organization in amounts to cover debt service charges 
adequate to cover the base’s share of the capital cost. 

Testimony before the committee, by local interests, indicates that 
the project cities probably cannot finance the pipelines and pumping 
stations, in addition to the filtration and treating plants necessary to 
utilize the waters from the Norman project. Due to limitations on 
bonded indebtedness and increasing interest rates, the financing abil- 
ity of these rapidly growing cities is already severely taxed. The 
committee, therefore, believes that the fiscal solvency of the project 
is better served by including the pipelines and pumping facilities as 
apart of the Federal project. Todo otherwise would impose an undue 
burden upon them. 


























POPULATION GROWTH OF CITIES 





From the transcript of the hearing is the following quotation: 


The three cities in question have experienced a very rapid 
growth during the past 20 years which is at least partially 
due to close proximity of military bases. The following table 
is furnished by the University of Oklahoma Bureau of 
Business Research: 
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Population 


Norman 
OS eee: 
DN OD < is sh cicbntighindcoeadinn 


1 None listed. 


As can readily be visualized, this rapid growth has created 
a demand for the services of city government to capacity for 
the three municipalities. We are using every possible 
method to make the facilities of the cities available to this 
ballooning population. To add a quick payout for a facility, 
the ultimate benefit of which will extend over a hundred 
years, would create a burdensome hardship on present users, 
and an unjust gratuitous benefit to those who use the 
facility in the future. 

In addition, we have assumed the obligation of the fil- 
tration plant. Estimates for this added service approach, or 
exceed, the $3 million mark. There is constant demand for 
the extension of our distribution systems. Enlargement in 
the sewage systems of the communities is a need that arises 
at increasingly frequent intervals. All this, in a sense, is in 
keeping with the philosophy of the partnership approach to 
our problems and in attitude toward Federal financing. The 
communities are confronted with a choice of solving the water 

roblem on a hand-to-mouth basis or seeking some form of 
ong-term financing and solving their water problems with an 
eye to the future. The only source presently available for 
financing this type of project is through the Federal Govern- 
ment. 
COSTS AND ALLOCATIONS 


Project costs of the Norman project are based on a reservoir with a 
total controlled capacity of 230,140 acre-feet, of which 140,900 acre- 
feet are for water supply as recommended by the Department of the 
Interior. The estimated construction cost of the various features 
and the total project at current price is: 


Construc- 
Feature: 


Dam and reservoir 
Specific minimum basic recreational facilities 
Aqueduct system (pump and pipelines) 


1 Construction costs do not include interest during construction. 


? Not a part of the project to be constructed by the Federal Government under any plan. To be con 
structed by project interests under all plans considered. 


Norman project construction costs are allocated in accordance with 
S. 1892. This bill provides that the dam and reservoir, pumping 
lants and pipelines, and the basic recreational facilities may be 
anced and constructed by the Federal Government. The water 
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treatment plant will be constructed by the project water users through 
private financing such as the issuance of bonds. 


ALLOCATION OF COSTS 


Construction costs 





Federal Non-Federal Total 
expenditure | expenditure 








Bn I I co :itha nrsiasacth cilniniatiahin hah bepintonaicicaiaaradiicageiartonamieae ie | ae $11, 511, 000 
DROBO. 66 i500 cn cs vawesecusccecssecccccosspunascsumnccniee FS ee Neiccigetichnticcn 7, 216, 000 
ae Ea Se I isin wrnieninin 315, 000 
I IUGR 5 ic anschnininn cactinnedaddladghnaecacinne temcenaca aan GUL ED Encasaceoceccas 

i ndicccrines vaiesinn nibs dew inaiettabaibeieteaadandadiniaiamassnisaatie 19, 042, 000 3, 227, 000 22, 269, 000 


Federal construction cost allocation 


Reimbursable} Nonreim- 
Federal cost by water bursable Total 
users 


Dam and reservoir: 





$4, 654, 600 $1, 221, 400 $5, 867, 000 

Sp Sacnncusewawceossrenteesacauss crasasesninelaséscescensess 3, 275, 000 3, 275, 000 
Sbdvendudinnbeddhetbodinsedlhéuets bedemidetasqpaie 2, 360, 000 2, 360, 000 

oa Racpheeasaie need 315, 000 315, 000 

6, 122, 000 1 1, 094, 000 7, 216, 000 

10, 776, 600 8, 265, 400 19, 042, 000 


1 Equitable share of cost for Tinker Air Force Base supply totals $2,315,400. 


Overall cost sharing 
penn CAOVOIAONG <i oe Eee Ss i de $8, 265, 400 


OD POUR ca cn cdvbiaideasuseelicke eto et bs 14, 003, 600 
ab sab ee telat nea oles cadens, tac cea ciao ere 22, 269, 000 


COLORADO STORAGE PROJECT INTEREST RATES 


With reference to proposed section 9 of S. 1892, the following ex- 
planation is submitted: 

Section 5(f) of Public Law 485 of the 84th Congress provides, with 
respect to the upper Colorado River storage project, that— 


the interest rate shall be determined by calculating the 
average yield to maturity on the basis of daily closing market 
bid quotations during the month of June next preceding the 
fiscal year in which said advance is made, on all interest-bear- 
ing marketable public debt obligations of the United States 
having a maturity date of fifteen or more years from the first 
day of said month, and by adjusting such average yield to the 
nearest one-eighth of 1 per centum. 


This provision of the act was included with the aim of charging the 
‘me what it costs the Government to borrow money. 
owever, it frequently happens that long-term bonds bearing 2% 
percent interest actually vial percent to maturity. That, essen- 
tially, is the market situation today. 
The effect of this difference between interest and yield upon the 
various projects and units of the Colorado River storage project could 





8 CONSTRUCT, OPERATE, AND MAINTAIN NORMAN PROJECT, OKLA. 


be ruinous. Most, if not all, of the individual works cannot bear 
money costs in excess of 3 percent and still pay out within the 50-year 
limit set by reclamation law. In some cases the interest payments 
each year would exceed revenues. In other cases the amounts avail- 
able after interest for payment on principal would be so small that 
the principal could not be repaid. 

The committee has found that the Colorado River storage project is 
the only reclamation project bearing this kind of money charge with 
the exception of the Small Projects Act of 1956 (Public Law 984, 
84th Cong.). 

It would appear that since no other projects have been required to 
adopt the same formula, the formula should be amended with respect 
to this project in view of its possible very adverse effects on this de- 
velopment. 

The Treasury Department has opposed the change in the interest 
rate formula, contending the rate fluctuates over the years and that 
in some cases the Government would not be reimbursed for the full 
cost of the money it makes available to the upper Colorado project. 

That objection would not be valid if the cost of money to the project 
is the same as the cost of that money to the Government. Therefore, 
the actual cost of the money at the time of borrowing is the important 
factor. 

The committee believes it desirable that the Colorado River storage 
project be assessed money charges at the average rate of interest the 
Government obligated itself to pay at the time the money was set 
aside for construction. If the interest rate is averaged rather than 
the yield, the Government will be lending money at the price it must 
pay for money and the project will be able to pay out as intended. 

The amendment embodied in the bill as section 9 would accomplish 
that purpose and the committee recommends that it be adopted. 


EXECUTIVE AGENCY REPORTS 


The reports on this measure from the Bureau of the Budget and 
the Department of the Interior are set forth below. 


Executive OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupDGET, 
Washington, D.C., August 11, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 


My Dear Mr. Cuarrman: This is in reply to your letter of May 12, 
1959, requesting the views of the Bureau of the Budget on S. 1892, 4 
bill to authorize the Secretary of the Interior to construct, operate, 
and maintain the Norman project, Oklahoma. 

The project report of the Secretary of the Interior on the Norman 
project was submitted to the Congress on July 1, 1958. As described 
in this report, the proposed improvements would consist of a dam and 
reservoir on the Little River in Oklahoma, together with pumping 
plants and pipelines for water supply. The project would provide & 
municipal and industrial water supply for a number of communities 10 
central Oklahoma and for Tinker Air Force Base. It would also pro- 
vide flood control, fish and wildlife, and recreation benefits. 
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On the basis of a recent reappraisal of the project, the Department 
now favors a larger reservoir than that originally proposed in order to 
provide additional water conservation storage at an increased cost of 
about $1,140,000. The overall cost of constructing the enlarged 
Norman Dam and Reservoir, pumping plants, and pipelines is esti- 
mated at $19,042,000, using October 1958 prices. 

Under the joint development favored by the Department of the 
Interior in a report being submitted to your committee, the Federal 
participation would be about $12,920,000, representing the costs of the 
Norman Dam and Reservoir, minimum basic recreational facilities, 
and that portion of the cost of the aqueduct system allocable to fur- 
nishing water to Tinker Air Force Base. The remaining costs of 
$6,122,000 for distribution facilities would be the responsibility of the 
project water users. 

The views of the Bureau of the Budget on the Norman project report 
are contained in our letter to the Secretary of the Interior of September 
10, 1957, a copy of which is enclosed for your information. Our 
recommendations in that letter with respect to cost allocations for fish 
and wildlife and recreation, the nature of Federal participation in the 
costs of the project, and the execution of repaymeit contracts are 
unchanged. 

With respect to flood control, however, the President recommended 
to the Congress in his January budget message that legislation be 
enacted to establish uniform cost sharing standards for flood protection 
projects. A draft bill to accomplish this purpose was transmitted to 
the Speaker of the House of Representatives and the President of the 
Senate by the Director of the Bureau of the Budget on May 5, 1959 
and has since been introduced in the Senate as S. 2060. In general, 
it proposes that non-Federal interests bear at least 30 percent of 
project first costs allocated to flood prevention as well as all operation 
and maintenance costs allocated to flood prevention for all projects 
not yet under construction. In the case of reservoirs pruducing wide- 
spreed benefits, non-Federal interests would participate only to the 
extent that flood prevention benefits are significant and accrue to 
identifiable groups. 

The provisions of section 2(b) of S. 1892 with respect to the computa- 
tion of interest rates vary slightly from the provisions of the Water 
Supply Act of 1958. We believe interest rates for water supply repay- 
ments for all projects should be determined on the basis of a uniform 
and consistent standard. Accordingly, we recommend that the bill 
be amended to conform to the interest rate provisions of the Water 
Supply Act of 1958 

We believe that S. 1892, in permitting full Federal development of 
the Norman project, raises a basic question of public policy with re- 
spect to the appropriate division of responsibilities between the Federal 
Government and the concerned local communities for municipal and 
Industrial water supply. The Bureau of the Budget considers that 
Federal participation by the Department of the Interior should be 
limited to construction of the dam and reservoir, and that the benefit- 
ing local communities should be responsible for the pipelines and re- 
lated facilities required to transport the water to consuming areas. 
State and local governments throughout the Nation have tradi- 
tionally undertaken the construction of distribution facilities for local 
water supply without the kind of Federal assistance which would be 
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authorized under S. 1892. The Bureau of the Budget considers that a 
departure from this established practice in the case of the Norman 
project is not justified. 

Accordingly, the Bureau of the Budget would recommend against 
enactment of S. 1892 unless amended (1) to limit Federal participa- 
tion by the Department of the Interior in the project to the construc- 
tion to the dam and reservoir, (2) to provide for reallocation of costs 
with respect to fish and wildlife and recreation, as recommended in 
of interest rates in accordance with the provisions of the Water Supply 
Act of 1958. Furthermore, it is recommended that anv action on the 
bill be deferred until the Congress has had an opportunity to consider 
and act upon S. 2060, the flood-control-cost sharing legislation 
referred to above. 

Sincerely yours, 
Puitur S. HuGuHes, 
Assistant Director for Legislative Reference. 


EXEcuTIVE OFFICE OF THE PRESIDENT, 
Bureau OF THE BupGet, 
Washington, D.C., September 10, 1987. 
The Honorable the SecrRETARY OF THE INTERIOR. 


My DearSecretary: Thisisin reply to your letter of June 20, 1957, 
transmitting your report on the proposed Norman project, Oklahoma, 
and requesting advice as to its relationship to the program of the 
President. 

The proposed improvement would provide municipal and industrial 
water for the cities of Norman, Midwest City, and Del City and for 
the Tinker Air Force Base. Pending completion of long-range plans 
for additional water supply works, the proposed project could provide 
a supplementary water supply to Oklahoma City, at least until such 
time as the needs of the project cities preclude such service. Pro- 
vision would also be made for flood control, fish and wildlife preser- 
vation and propagation, and recreation. Physical features would 
include an earth fill dam on Little River forming a reservoir of 363,000 
acre-feet total capacity, pumping plants, and pipelines. Total esti- 
mated cost based on 1954 prices and a partnership arrangement is 
about $15 million which is tentatively allocated as follows: 


Federal 


Reimburs- Nonreim- 
able bursable 


Municipal and industrial water 

Water supply for Tinker Air Force Base 
Flood control 

Fish and wildlife 

Recreation 
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Based on a 50-year period of analysis, annual costs are estimated 
at $628,000, annual benefits at $1,072,100, and the benefit-cost ratio 
isstated to be 1.71. 

It is noted that a partnership arrangement comprising Federal con- 
struction of the reservoir and local construction of the facilities neces- 
sary to deliver water to the project cities has been explored with local 
interests. ‘The water users have expressed a preference for an all- 
Federal project, but have indicated their willingness to participate in 
the partnership plan recommended by the Commissioner of Reclama- 
tion. The Bureau of the Budget concurs in this plan and believes 
that authorization of the proposed Norman project should limit Fed- 
eral participation by the Department of the Interior to construction 
of the dam and reservoir. The Bureau of the Budget further recom- 
mends that initiation of construction be made contingent upon the 
execution of satisfactory contracts with responsible local interests for 
full repayment of the reimbursable costs, including interest, within a 
period of 50 years. 

As noted above, the tentative allocation of costs includes a non- 
reimbursable amount of $2,360,000 for fish and wildlife. The report 
of the regional director states that “estimated fish and wildlife benefits 
would be realized incidental to operation of the reservoir for its domi- 
nant purposes, and therefore, no specific facilities or specific costs for 
fish and wildlife conservation are included in the plan.” In view of 
this statement and other related information contained in the report 
the Bureau of the Budget recommends that the total costs be re- 
allocated to eliminate fish and wildlife conservation as a project pur- 

ose. It is recognized that such action would increase the amount to 
be repaid by the beneficiaries of the project. 

The tentative allocation of costs also includes a nonreimbursable 
item of $280,000 for minimum basic recreational facilities. The 
Bureau of the Budget recommends that the cost of such facilities be 
classified as part of the joint costs of the project and be reallocated to 
the dominant project purposes. 

It is noted that approximately one-third of the total annual flood- 
control benefits are attributed to increased land utilization. The 
Bureau of the Budget recommends that authorization of the project 
be subject to an appropriate cash contribution by local interests to 
reflect the magnitude of this change in land utilization. Such action 
would be in accord with current Federal policies on cost sharing. On 
the basis of information contained in the report, it would appear that 
the appropriate contribution might approximate $350,000. 

Subject to consideration being given to the above-stated recom- 
mendations, there would be no objection to submission of your pro- 
posed report to the Congress. No commitment, however, can be made 
at this time as to when any estimate of appropriation would be sub- 
mitted for construction of the project, if authorized by the Congress, 
since this would be governed by the President’s budgetary objectives 
as determined by the then prevailing fiscal situation. 

Sincerely yours, 
Rorert E. Merriam, Assistant Director. 
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U.S. DepARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., August 11, 1959, 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 

Dear Senator Murray: This responds to your request for the 
views of this Department on S. 1892, a bill to authorize the Secretary 
of the Interior to construct, operate, and maintain the Norman 
project, Oklahoma. 

We recommend that the bill be enacted and that it be amended in 
the manner hereinafter proposed. 

The proposed multiple-purpose Norman project would be located in 
central Oklahoma in and adjoining the Little River Basin in Cleveland 
and Oklahoma Counties. Our planning report on the project was 
submitted to the President of the Senate and Speaker of the House of 
Representatives on July 1, 1958, and was printed as House Document 
420, 85th Congress. This report was based upon studies which were 
completed in 1954. 

Norman, Midwest City, Del City, Okla., and Tinker Air Force 
Base now derive their water by ground water pumping. Their 
water requirements are continuing to grow and forecasts of future 
requirements indicate that continued reliance upon ground weter 
alone will result in serious difficulties unless some such development 
as the proposed Norman project is built. 

Our planning report proposed a Norman Reservoir with a conserva- 
tion storage capacity of 107,300 acre-feet, which it was believed would 
furnish adequate water to meet the estimated requirements of the 
three project municipalities and the military installation through the 
year 2010. 

Norman Reservoir would also provide flood control benefits through 
controlling all floods of record at the damsite, thus protecting valuable 
farmland and property. There would be minor flood benefits in 
the Canadian River Basin downstream from the mouth of the Little 
River. 

The U.S. Fish and Wildlife Service has found that the existing 
stream fishery of low value would be replaced by a good reservoir 
fishing opportunity. Responsibility for the conservation and devel- 
opment of fish and wildlife values will rest with the Oklahoma Game 
and Fish Department in cooperation with the Fish and Wildlife 
Service. 

Since almost one-fourth of the State’s population lives within 50 
miles of the Norman Reservoir site, the project could provide recrea- 
tional opportunities for a population concentration which is currently 
without adequate facilities of the nature which the project would make 
available. The project plan proposes Federal construction of those 
minimum basic facilities required for the protection of the health and 
safety of the visiting public. Additional recreational facilities, not 
appropriate for Federal construction, would be provided by local 
interests. , 

‘he cost of construction of Norman Dam and Reservoir, pumping 
plants, and pipelines, on the basis of May 1954 prices, with interest 
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during construction, was estimated at about $15 million. Our plan- 
ning report proposed that the Federal Government undertake the 
construction of the dam and reservoir and related minimum basic 
recreation facilities at a cost of $8,336,000, and Federal participation 
in the costs of construction of pumping plants and pipelines to the 
extent of about $892,000, which represented a pro rata share of the 
cost of the aqueduct system to serve the Tinker Air Force Base. 
Local interests would build the necessary pumping plants, pipelines, 
and additional recreation facilities 

The project cities expressed a strong preference for Federal con- 
struction of the aqueduct system as well as the dam and reservoir at 
the time the report was prepared, but indicated their willingness, if 
necessary, to build the pipelines and pumping facilities and the water 
treatment works. 

The proposed plan of development was found to have engineering 
feasibility and to be economically justified. On 50-year and 100 year 
periods of analysis, the respective benefit-cost ratios were found to be 
about 1.7 to 1 and 1.8 to 1. 

Because the report was based on studies which were completed in 
1954, the Bureau of Reclamation has recently completed a reappraisal 
of the proposed Norman project, taking into account the effect of the 
severe drought of 1951-57 on the estimated firm reservoir yield, 
significant increases in land acquisition and relocation costs, general 
increases in construction costs, all-Federal as well as joint develop- 
ment, and other factors which will affect the project plan. 

As the effect of the recent drought was to decrease significantly the 
firm yield of Norman Reservoir as previously reported, the reappraisal 
involved studies of Norman Reservoir with the original conservation 
storage capacity of 107,300 acre-feet and with 140,900 acre-feet of 
conservation storage capacity. Either reservoir, operated in con- 
junction with occasional use of existing ground water pumping facil- 
ities, could meet the project requirements for 50 years. The larger 
reservoir, which will increase the annual firm yield about 20 percent 
at an increase in cost of about $1,140,000, is now favored for the 
project plan. Increasing the annual firm yield will reduce the quan- 
tity and frequency of ground water pumping. In addition, arrange- 
ments may be concluded between the Central Oklahoma Water Users’ 
Association and Oklahoma City for the city to purchase the entire 
yield of the reservoir surplus to project needs. 

Based on October 1958 prices, the cost of constructing the project is 
how estimated at $19,042,000. The Federal cost under joint develop- 
ment would amount to about $12,920,000, consisting of $11,511,000 
for Norman Dam and Reservoir, $315,000 for minimum basic recrea- 
tional facilities, and $1,094,000 for that portion of the cost of the 
aqueduct system which would be allocable to furnishing water to 
Tinker Air Force Base. The remaining cost of the aqueduct system, 
which would be constructed by the project water users under joint 
development, or by the Federal Government under the all-Federal 
plan, would amount to $6,122,000. In either case, local interests 
would build and pay for the necessary water treatment works at an 
estimated cost of $3,227,000. 
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The Federal costs of the Norman project have been allocated as 
follows: 


Construction | Interest dur- 
Purpose cost ing con- 
struction 


Municipal and industrial water supply: 
Joint development._.._- eacenin $6, 970, 000 $274, 000 
All Federal development on 13, 092, 000 416, 000 
Flood control 3, 275, 000 129, 000 
Fish and wildlife 2, 360, 000 91, 000 
Recreation 315, 000 


Annual benefits from all purposes would exceed the annual economic 
costs in the ratio of over 2 to 1 for either plan and for either a 100-year 
or 50-year period of analysis. 

Under the terms of S. 1892, the municipalities would be required to 
enter into contracts, prior to construction, for repayment with interest 
of the capital costs of the project works allocated to municipal water 
supply. Allocations of costs to flood control, recreation, conservation 
and development of fish and wildlife, and water supply for Tinker 
Air Force Base would be nonreimbursable and nonreturnable. The 
disposal and sale of surplus water would be the responsibility of the 
water users’ organization representing the municipalities, and the 
revenues from such disposal and sale would be required to be used for 
retirement of the capital cost repayment obligation, payment of 
interest thereon, and payment of operation and maintenance costs. 
The bill further provides that upon completion of payment of the 
amount of the capital costs allocated to municipal and industrial 
water supply, with interest, the municipalities would have a perma- 
nent right to the use of that portion of the project works allocated to 
municipal water supply purposes. The cities’ repayment obligation 
under the joint development plan would be $4,851,000 and under the 
all-Federal plan, $11,115,100, which would be repaid with interest 
within 50 years, as the bill provides. This obligation would be 
reduced by $374,400 to compensate the cities for the capitalized value 
of operation, maintenance, and replacement costs allocated to non- 
reimbursable purposes. 

After considering the changes in circumstances, this Department 
still favors joint development if this can be accomplished within the 
bonding authority of the project cities and would not impose an undue 
burden upon them. Whether or not joint development can be accom- 
plished may well depend upon the arrangements that can be worked 
out with Oklahoma City. The provisions of the bill would provide 
authority for Federal construction of all Norman project facilities. 
To make it possible for this Department to attempt to work out 
construction program of joint development or all-Federal develop- 
ment, whichever may be determined to be the more feasible, we 
recommend that the bill be amended by adding at the end of section 
1, in line 7, page 2, a new sentence reading as follows: 

“The Secretary may enter into suitable contracts with municipal 
organizations, or other organizations as defined in section 2, Reclama- 
tion Project Act of 1939 (38 Stat. 1187), to undertake with non-Federal 
financing the construction of pumping plants, pipelines, and other 
conduits, or of any of such works, for furnishing water for municipal, 
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domestic, and industrial use, and to advance to such organizations 
during the construction period funds to cover an appropriate share of 
the costs thereof attributable to furnishing water to Tinker Air Force 
Base.” 

In order to avoid possible ambiguities and conform the provisions 
of the bill to present policies, we recommend the following amend- 
ments: 

1. Delete all language appearing in lines 10 through 14, inclusive, 
on page 2 and substitute thereof the words “‘thereof in accordance with 
the following conditions:’’, 

The separable costs-remaining benefits method of cost allocation 
was used in the economic analysis in our project planning report 
which was published as House Document 420, 85th Congress. The 
Federal agencies concerned with water resources development projects, 
including the Bureau of Reclamation of this Department, have agreed 
upon the use of this method. However, some minor changes in the 
application of the method have been adopted since the Norman 
project planning report was prepared and we believe it would be un- 
desirable to have langauge in the authorizing legislation which might 
throw some doubt on the use of the latest procedures, costs, or price 
bases. 

2. In line 24, page 2, delete the words “and title III of the Flood 
Control Act of 1958” and substitute therefor the words ‘‘under the 
provisions of the Federal reclamation laws, and to the extent appro- 
priate, under the Water Supply Act of 1958.” 

The substitute language we propose will make clear that contracts 
for furnishing municipal water may be made under either or both of 
the two authorities cited and avoid the possibility that the references 
are only for purposes of defining the organizations with which con- 
tracts may be made. It will also make a technical correction in 
referring to the Water Supply Act of 1958 by its statutory title. 
Whether or not contracts will be entered into under the authority of 
this latter act will depend, it now seems, upon the outcome of negotia- 
tions with Oklahoma City for the sale to it of surplus water. 

3. In line 5, page 3, after the word “and” add a comma and the 
phrase “notwithstanding the provision in the Water Supply Act of 
1958 relating to the rate of interest,’’. 

The provision in section 2(b) of the bill relating to the computation 
of the rate of interest varies slightly from that which appears in the 
Water Supply Act of 1958. Since contracts for the sale of water may 
be made under both the Federal reclamation laws, utilizing the 
interest rate formula specified in the bill, and the Water Supply Act 
of 1958, an element of confusion would be avoided if the same interest 
tate formula is used, as our proposed amendment would provide. Of 
the two formulas, that which is specified in the bill is, in our judgment, 
preferable since the rate of interest would be fixed prior to contract 
hegotiations and it could be adjusted to the nearest one-eighth of 1 
percent. 

4. Delete all language appearing in lines 17 and 18, page 5, and 
substitute therefor the words “or minimum basic recreational fa- 
tities as determined by the Secretary.” 

As is indicated heretofore the cost allocations and cost estimates 
tppearing in our project planning report are based upon May 1954 
prices. Since that time there has been a general rise in price levels 
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so that the minimum basic recreational facilities which it is con- 
templated would be constructed by the Federal Government would 
cost more than indicated in House Document 420, 85th Congress. 

5. In lines 2 and 16, page 2, substitute the words ‘conservation 
and development” for the words “preservation and propagation.” 

This minor technical amendment will conform the language of the 
bill to the provisions of the Fish and Wildlife Coordination Act (48 
Stat. 401, as amended; 16 U.S.C. 661 et seq.). 

There are enclosed statements as to additional funds and personnel 
requirements for the Norman project under both plans of develop- 
ment, as required by Public Law 801, 84th Congress. 

The Bureau of the Budget has advised that, while there would be 
no objection to the submission of such report as we deem appropriate, 
it would recommend against enactment of S. 1892 unless amended (1) to 
limit Federal participation by the Department of the Interior in the 
project to the construction of the dam and reservoir, (2) to provide 
for a reallocation of cost with respect to fish and wildlife and recrea- 
tion, as recommended in its letter of September 10, 1957, with respect 
to the project planning report, and (3) to provide for the computation 
of interest rates in accordance with the provisions of the Water 
Supply Act of 1958. Furthermore, the Bureau of the Budget would 
recommended that any action on the bill be deferred until the Con- 
gress has had an opportunity to consider and act upon S. 2060, the 
flood control cost-sharing legislative proposal. 

Sincerely yours, 
Frep G. AANDARL, 
Assistant Secretary of the Interior. 


Norman project, Oklahoma 


ESTIMATED ADDITIONAL MAN-YEARS OF CIVILIAN EMPLOYMENT AND EXPEND- 
ITURES REQUIRED, BASED ON JOINT DEVELOPMENT OF NORMAN PROJECT 


Fiscal year,| Fiscal year, | Fiscal year, | Fiscal year, 
1961 1962 1963 1964 


Estimated additional man-years of civilian employ- 


ment: 
Executive direction: 


Administrative services and support: 
Administrative officer 


Total, administrative services and support... § 
Substantive (program): | 
Engineering aids 

Total, substantive ! 


Total, estimated additional man-years of 
civilian employment 42 


Estimated additional expenditures: 
Personal services , $230, 000 $230, 000 
All other b 3, 470,000 | 5,270, 000 
| eet ree rere Sle lores ts ae. 2 
Total, estimated additional expenditures 300, 000 | 3, 700, 000 | 5, 500, 000 | 3, 420, 000 


ee 


$210, 000 
8, 210, 000 
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ESTIMATED ADDITIONAL MAN-YEARS OF CIVILIAN EMPLOYMENT AND EXPENDI 


TURES REQUIRED, BASED ON ALL-FEDERAL DEVELOPMENT OF NORMAN 
PROJECT 


Estimated additional man-years of civilian employ- 
ment: 
Executive direction: 
Executive 


Administrative services and support: 
Administrative officer 


Property management 
Clerical personnel 


Total, administrative services and support... 
Substantive (program); 
Engineering aids 
Engineers 
Total, substantive 


Total, estimated additional man-years of 
civilian employment 53 


Estimated additional expenditures: 
Personal services $290, 000 


All other 220, 7, 810, 000 
8, 100, 000 








Calendar No. 899 


86TH CONGRESS t SENATE REPORT 
1st Session No. 873 


AMENDING SECTION 17(b) OF THE RECLAMATION 
PROJECT ACT 


SEPTEMBER 2 (legislative day, Aucust 31), 1959.—Ordered to be printed 


Mr. ANDERSON, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 1778] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H.R. 1778) to amend section 17(b) of the Reclamation 
Project Act of 1939, having considered the same, report favorably 
thereon with amendments and recommend that the bill, as amended, 
do pass. 

AMENDMENTS 


The amendments are as follows: 

Page 2, line 18, after the word “‘such” insert the word “amendatory” 
so as to make the bill apply only to amendatory contracts. 

Page 2, line 24, delete the quotation mark and add the following: 


The Secretary shall report to the Congress all deferments 
under this section.” 


PURPOSE OF THE BILL 


The purpose of H.R. 1778 is to make perman nt the Secretary of 
the Interior’s present temporary authority to grant deferments in 
the payment of construction charges on Federal reclamation projects 
in hardship cases and to broaden this authority sufficiently to cover 
other irrigation projects under the jurisdiction of the Bureau of Recla- 
mation and payments due under contracts executed pursuant to the 
Reclamation Project Act of 1939. 

The authority to grant deferments which the Departments of the 
Interior has had during the past 20 years or more has enabled it to 
cope with difficult situations which occasionally arise when water 
users, because of prolonged drought or for other reasons are unable to 
meet their construction charge payments on time. 


34006 
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As the report of the Department of the Interior indicates, enactment 
of this legislation will give it— 


the same leeway in administering contracts in hardship cases 
that a prudent businessman would exercise in dealing with 
his debtors and would expect his creditors to exercise in 
dealing with him. 


Although rarely used, the authority has proven its worth in those 
few cases in which it has been necessary to employ it. Its accepta- 
bility to Congress is indicated by the number of times the original 
temporary grant has been extended since it was first made in 1939— 
that is, in 1945, 1952, 1954, and 1957. It is time, the committee 
believes, to put in on a permanent basis and to broaden its applica- 
bility so that it is peaialts for use in any hardship case which arises 
on a project within the administrative jurisdiction of the Bureau of 
Reclamation. 

Enactment of the bill, H.R. 1778, will require no appropriations 
and will result in no appreciable cost to the Government. The 
deferments which it will permit will be temporary and will involve 
no reduction in the total amount to be pert by the water users and 
no lengthening of the repayment period. 


DEPARTMENTAL RECOMMENDATION 


The Interior Department has recommended enactment of H.R. 
1778. No amendments were suggested or adopted. The Depart- 
ment’s report follows: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., March 19, 1959. 
Hon. Wayne N. ASPINALL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. AspiINnALL: This responds to your request for the views 
of this Department on H.R. 1778, a bill to amend section 17(b) of the 
Reclamation Project Act of 1939. 

We recommend that the bill be enacted. 

H.R. 1778 proposes to make permanent the authority contained in 
subsection (b) of section 17 of the Reclamation Project Act of 1939 
as amended by the act of April 24, 1945 (59 Stat. 75, 76). This 
authority permits the Secretary of the Interior under specified circum- 
stances to grant deferments in the payment of construction charges. 
The act of August 21, 1957 (71 Stat. 390), extended this authority to 
December 31, 1960, at which time it will expire unless made permanent 
by ae such as H.R. 1778 or extended for a further limited 
eriod. 

Section 17(b) of the 1939 act gives this Department the same leeway 
in administering contracts in hardship cases that a prudent business 
man would exercise in dealing with his debtors and would expect bis 
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creditors to exercise in dealing with him. It is particularly important 
in connection with those contracts which have a fixed repayment 
schedule and contain no method of adjusting the annual payments to 
meet varying conditions which are beyond tke ability of the water 
users to control. This authority to grant deferments has enabled the 
Department during the past 20 years to cope with those difficult 
situations which have arisen occasionally when the water users, 
because of prolonged drought and resultant water supply or for 
other reasons, have been placed in difficult financial circumstances 
and therefore are temporarily unable to meet their construction 
charges. In this connection, the importance of having available a 
legal basis for permitting a temporary deferment of construction 
charges must be related to the requirement of section 6 of the 1939 act 
that reclamation project water may not be delivered to irrigators who 
are more than 12 months in arrears in the payment of construction 
charges. In those cases where the water users are unable to make 
payments on project construction charges because of crop failure or 
other causes over which they have no control, the deferment authority 
provides a much more sensible solution and one which will be more 
advantageous to water users and the Government alike than resort 
to the cutting off of project irrigation water. 

In addition to making the deferment authority permanent, H.R. 
1778 would broaden the application of the deferment authority in two 
important respects: (1) It would make section 17(b) applicable to 
projects constructed and contracts executed subsequent to the enact- 
ment of the Reclamation Project Act of 1939, and (2) it would permit 
the Secretary to grant deferments, where otherwise justified, on any 
project under the administrative jurisdiction of the Bureau of Recla- 
mation, even though it was not constructed under the provisions of the 
Federal reclamation laws. There are now 19 projects which have been 
constructed pursuant to the Water Conservation and Utilization Act 
of 1940, as amended, and other special acts of Congress. We believe 
the oe of the coverage as proposed by H.R. 1778 to be fully 
justified. 

In our view the authority of section 17(b) has heretofore been 
exercised judiciously and only in those instances urgently calling for 
the type of action therein prescribed. The proposed legislation con- 
tains requirements which should assure, if it is enacted, that the 
authority will be utilized only in those cases where the local water 
users’ organizations are obviously unable to meet maturing installment 
payments without undue hardship. Ws believe that experience under 
section 17(b) of the 1939 act clearly points to the desirability of the 
enactment of H.R. 1778 to make its provisions a part of the permanent 
body of reclamation laws. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, H.R. 
1778, as reported are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 


RECLAMATION Project Act or 1939 (54 Strat. 1187) as AMENDED 


* * * » * * oo 


Sec. 17. (a) The authority granted in section 8 of this Act for 
modification of existing repayment contracts or other forms of obli- 
gations to pay construction charges shall continue through December 
31, 1960. 

[(b) The Secretary is hereby authorized, subject to the provisions 
of this subsection, to defer the time for the payment of such part of 
any installments of construction charges under any repayment con- 
tract or other form of obligation (exclusive of contracts entered into 
under this Act) that are due and unpaid as of the date of this amend- 
ment or which will become due prior to the expiration of the authority 
under subsection (a) of this section as he deems necessary to adjust 
such installments to amounts within the probable ability of the water 
users to pay. Any such deferment shall be effected only after findings 
by the Secretary that the installments under consideration probably 
cannot be paid on their due dates without undue burden on the water 
users, considering the various factors which in the Secretary’s judg- 
ment bear on the ability of the water users so to pay. 

[The Secretary may effect the deferments hereunder subject to 
such conditions and provisions relating to the operation and mainte- 
nance of the project involved as he deems to be in the interest of the 
United States. If, however, any deferments would affect installments 
to accrue more than twelve months after the action of deferment, 
they shall be effected only by a formal supplemental contract. Such 
a contract shall provide by its terms that, it being only an interim 
solution of the repayment problem dealt with therein, its terms are 
not, in themselves, to be construed as a criterion of the terms of any 
amendatory contract that may be negotiated pursuant to sections 
3 or 7 of this Act.] ; 

The Secretary is hereby authorized, subject to the provisions of this 
subsection, to defer the time for the payment of such part of any install- 
ments of construction charges under any repayment contract or other form 
of obligation as he deems necessary to adjust such installments to amounts 
within the probable ability of the water users to pay. Any such defer- 
ment shall be effected only after findings by the Secretary that the install- 
ments under consideration probably cannot be paid on their due date 
without undue burden on the water users, considering the various factors 
which in the Secretary’s judgment bear on the ability of the water users 
80 to pay. 

The Secretary may effect the deferments hereunder subject to such con- 
ditions and provisions relating to the operation and maintenance of the 
project involved as he deems to be in the interest of the United States. 
If, however, any deferments would affect installments to accrue more than 
twelve months after the action of deferment, they shall be effected only by 
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a formal supplemental contract. Such a contract shall provide by its 
terms that, it being only an interim solution of the repayment problems 
dealt with therein, its terms are not, in themselves, to be construed as a 
criterion of the terms of any amendatory contract that may be negotiated 
and that any such amendatory contract must be approved by the Congress 
unless it does not lengthen the repayment period for the project in question 
beyond that permitted by the laws applicable to that project, involves no 
reduction in the total amount payable by the water users, and is not in 
other respects less advantageous to the Government than the existin g con- 


tract arrangements. The Secretary shall report to the Congress all de- 
ferments granted under this subsection. 





Act or Marcu 6, 1952 (66 Srar. 16), As AMENDED 


The authority vested in the Secretary of the Interior by sections 
3 and 7 of the Reclamation Project Act of 1939 (53 Stat. 1187, 1188) 
[and by section 3 of the Act of April 24, 1945 (59 Stat. 75, 76),] is 
hereby extended through December 31, 1960. 


O 
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CREATING A JOINT COMMITTEE ON A NATIONAL 
FUELS POLICY 


SupremBer 2 (legislative day, Aucusr 31), 1959.—Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs 
submitted the following 


REPORT 


[To accompany 8S. Con. Res. 73] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the resolution (S. Con. Res. 73) to create a Joint Committee on 
a National Fuels Policy, having considered the same report favorably, 
thereon without amendment and recommend that the resolution 
do pass. 

BACKGROUND 


There is widespread and growing concern, both within and without 
the Halls of Congress, in respect to the adequacy of the Nation’s 
fuel and energy resources, from the standpoint of reserves in the 
ground, and the lack of a national policy for the most effective utiliza- 
tion of these resources is the best public interest. 

In view of authoritative forecasts that the population of the United 
States will increase to 250 million in the next 20 years and that the 
annual consumption of fuel and energy will have increased by nearly 
100 percent in the same period of time, it would appear imperative 
that an evaluation of these diverse and interrelated resources be made 
upon which there can be based a national policy of conservation and 
utilization. 

SPONSORSHIP 


It is significant and indicative of the gravity of the problem that 
the Senate concurrent resolution—which provides for a comprehensive 
study of the matter—is sponsored by 43 Senators, almost half of the 
Senate membership. Twenty-four identical resolutions have been 
introduced in the A of Representatives. 





JOINT COMMITTEE ON A NATIONAL FUELS POLICY 


REPORTS 


In view of the fact that the resolution involves only congressional 
studies and functions, no executive agency was asked to report upon it, 


PROVISIONS 


The resolution creates a Joint Committee on a National Fuels 
Policy to be composed of eight Members of the House of Representa- 
tives, to be appointed by the Speaker, and eight Members of the 
Senate, to be appointed by the President of the Senate. 

The Committee on Interior and Insular Affairs makes no recom- 
mendation as to the length of time which shall be allowed the joint 
committee to discharge the duties imposed upon it or as to the amount 
of money which shall be allowed to defray the cost of its expenses, 
feeling this should be left to the judgment of the Senate Committee 
on Rules and Administration. 


RECOMMENDATION 


The committee urgently recommends enactment of Senate Con- 
current Resolution 73 and commends its sponsors for their foresight. 


O 
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EXTENDING TO APRIL 1, 1961, THE EFFECTIVE DATE OF 
CERTAIN PROVISIONS OF THE FEDERAL BOATING ACT 
OF 1958 


SEPTEMBER 2 (legislative day, AUGust 31), 1959.—Ordered to be printed 


Mr. Maenvuson, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


REPORT 


[To accompany S. 2598] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 2598) to amend the Federal Boating Act of 1958 
to extend until January 1, 1961, the period when certain provisions 
of that act will take effect, having considered the same, report favor- 
ably thereon with amendments and recommend that the bill as 
amended do pass. 

AMENDMENTS TO THE BILL 


On page 1, lines 5 and 6, delete “January 1, 1961,” and insert in 
lieu thereof “April 1, 1961,”. 

On page 1, line 9, delete “January 1, 1961.” and insert in lieu 
thereof ‘April 1, 1961.”. 

On page 1, line 12, delete “January 1, 1961.” and insert in lieu 
thereof “April 1, 1961.”. 

Amend title so as to read: 


A bill to amend the Federal Boating Act of 1958 to extend 
until April 1, 1961, the period when certain provisions of that 
Act will take effect. 


PURPOSE OF THE BILL 


The bill would amend the following sections of the Federal Boating 
Act of 1958: paragraph (8) of subsection (c) of section 3, subsection 
(b) of section 11, and section 12, by deleting in each instance the date 
“April 1, 1960” and inserting in place thereof the date ‘April 1, 1961”, 
so as to defer for 1 year the effective date of certain provisions of that 
act. 





EXTEND PROVISIONS OF THE FEDERAL BOATING ACT 


REASONS FOR THE BILL 


The Federal Boating Act of 1958 required that— 


every undocumented vessel propelled by machinery of more 
than 10 horsepower * * * using the navigable waters of the 
United States, its Territories, and the District of Columbia, 
and every such vessel owned in a State using the high seas, 
shall be numbered * * *. 


The individual States were empowered to adopt State numbering 
systems, subject to approval by the Secretary of the Department in 
which the Coast Guard is operating. Where the States fail to take 
action, the statute pequires that the Coast Guard administer the 
licensing procedure, with April 1, 1960, set as the effective date. 

S. 2598 was introduced because, as its sponsor, Senator Ellender, 
pointed out: 


The State of Louisiana is confronted with considerable 
difficulties in its efforts to take advantage of those provisions 
of the Motor Boat Act of 1940, as amended in 1958, author- 
izing the States to initiate a licensing system for motorboats 
within certain categories. * * * this legislation was enacted 
in early September 1958 * * * the 1958 general session * * * 
adjourned prior to the final enactment of the [Federal boat- 
ing] bill * * * the 1959 session was not empowered to enact 
such legislation, since under the Constitution it is able to deal 
solely with fiscal matters * * * the 1960 legislative session 
does not begin until mid-May. Thus, the enactment of legis- 
lation by that session would be too late to take advantage of 
the April 1 [1960] deadline provided in the act. 


Furthermore, the Secretary of the Treasury has advised that the 
Coast Guard was unable to establish the estimates of costs of putting 
into effect and administering the new licensing procedure in time for 
a request to be made by the Treasury Department for the needed 
funds during this session of Congress. 

Thus, additional time is desirable before the effective date of the 
act to permit Louisiana (and other States in similar situation) to 
qualify. Without such additional time the Coast Guard will not 
have sufficient funds to take over administration of the licensing 
program. 

Deferral of the effective date of the act to April 1, 1961, as the 
amended bill proposes, will not interfere with the plans of the States 
which already have acted or will take action by April 1, 1960. 

The Treasury Department and the Commandant, U.S. Coast 
Guard, have testified as to the need for deferring the effective date of 
the 1958 act. 

No objections have been received from any source. 


CHANGES IN EXISTING LAWS 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets; new matter is printed in italic; existing law in which 
no change is proposed is shown in roman): 





























EXTEND PROVISIONS OF THE FEDERAL BOATING ACT 


Public Law 85-911 
85th Congress, H.R. 11078 
September 2, 1958 


AN ACT 


To promote boating safety on the navigable waters of the United States, its 
Territories, and the District of Columbia; to provide coordination and co- 
operation with the States in the interest of uniformity of boating laws; and 
for other purposes. 


PARAGRAPH (8) oF SUBSECTION (c) oF SECTION 3 


owe vs 


(8) In the case of a State having its numbering system approved 

3 after [April 1, 1960,] April 1, 1961, such State shall accept and 

’ recognize any valid certificate of number awarded under subsection 
(d) of this section for so long as such certificate would otherwise be 
valid under such subsection (d), except that where such a certificate 
would remain valid for more than one year after the date when such 
State’s numbering system was approved, the State may accept and 
recognize the validity of such certificate for a lesser period, but such 
period shall not end sooner than one year from the date of approval 
of such system. 

SuBSECTION (b) oF SEcTION 11 


(b) Section 3(d) of this Act shall take effect [April 1, 1960.] 
Apri 1, 1961. 
SECTION 12 


Src. 12. The Act entitled “An Act to require numbering and re- 
cording of undocumented vessels”, approved June 7, 1918, as amended 


18 (46 U.S.C. 288), and section 21 of the Act entitled “An Act to amend 
ig laws for preventing collisions of vessels, to regulate equipment of 
or certain motorboats on the navigable waters of the United States, and 
d for other purposes”, approved April 25, 1940, as amended (46 U.S.C. 

526t), shall not be applicable in any State having a numbering system 
a6 as by the Secretary under section 3(c) of this Act. Such Act 
to of June 7, 1918, and such section 21 of the Act of April 25, 1940, are 
ot repealed effective [April 1, 1960.] April 1, 1961. 


12 
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AUTHORIZING THE LEASING OF LAND ON THE COLORADO 
RIVER INDIAN RESERVATION, ARIZ. AND CALIF, 





SEPTEMBER 2 (legislative day, Aucust 31), 1959.—Ordered to be printed 


Mr. GotpwateEr, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 2286] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 2286) to authorize the leasing of land on the 
Colorado River Indian Reservation, Ariz. and Calif., and for other 
purposes, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass, 


PURPOSE OF THE BILL 


The purpose of S. 2286, introduced by Senator Goldwater, of 
Arizona, is to authorize the See retary of the Interior to lease tribal 
lands and approve leases of assigned lands on the Colorado River 
Indian Reservation. Such leases may be made for the purposes and 
terms as described under the Indian Long-Term Leasing Act of 1955 
(69 Stat. 539) and the Indian Mineral Leasing Act of 1938 (52 Stat. 
347). The authority of the Secretary to lease under this bill will 
— when the ownership of the reservation has been determined. 

y a ruling of the Solicitor in 1954, a question was raised about 
the authority of the Colorado River Indian tribes to lease lands on 
the reservation. In recognition of the unsettled question of owner- 
ship, Congress enacted Public Law 390, 84th Congress, which author- 
ized the Secretary of the Interior to make leases on the reservation 
lands. However, the Secretary’s authority expired in 1957. Enact- 
ment of S. 2286 will renew the Secretary’s authority. 

Lands of the Colorado River Reservation are well suited to devel- 
opment both for recreation and farming purposes. During the period 
in which the Secretary had authority to lease, several thousand acres 
of Indian land were leased and a substantial amount of income ac- 
crued and was distributed to the Indians. Several of the outstanding 
leases are about to expire, and unless S. 2286 is enacted, these leases 
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cannot be renewed, with a consequent substantial reduction in income 
to individual Indians as well as the tribes as a whole. 

The committee wishes to emphasize that the authority extended by 
this bill is intended as an interim authority pending the resolution of 
the ownership of the reservation lands. It is anticipated that in the 
near future the Colorado River Indians, together with the Depart- 
ment of the Interior, will agree upon a legislative proposal that will, 
if enacted, settle this long outstanding problem. In the meantime, 
the committee believes that the enactment of this legislation is de- 
sirable so that orderly development may continue with respect to these 
Indian lands. 

The favorable reports of the Department of the Interior and the 


Bureau of the Budget recommending enactment of S. 2286 are set 
forth below. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., August 7, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 


Dear Senatok Murray: Your committee has requested a report 
on S. 2286, a bill to authorize the leasing of land on the Colorado River 
Indian Reservation, Ariz. and Calif., and for other purposes. 

We recommend that the bill be enacted. 

The bill authorizes the Secretary of the Interior to lease the un- 
assigned lands on the Colorado River Indian Reservation, Ariz. and 
Calif., and to approve leases on assigned lands that are made by the 
holders of the assignments. The leases may be for the uses and terms 
that are authorized by a 1955 act, relating to surface leases of tribal 
lands, and a 1938 act, relating to mineral tae ol tribal lands. The 
authority will continue until a determination has been made of the 
beneficial ownership of the lands. 

The Colorado River Indian Reservation was established by the act 
of March 3, 1865 (13 Stat. 559), for the “Indians of said [Colorado] 
river and its tributaries.”” Whether the Colorado River Indian tribes 
now settled on the reservation are the exclusive owners is a question 
now in litigation. 

The general tribal leasing acts apply to lands owned by a tribe. 
Recognizing that the beneficial ownership of the lands of the Colo- 
rado River Reservation is uncertain, Congress passed the act of Au- 

ust 14, 1955 (69 Stat. 725), which authorized the Secretary of the 
-Interior, for a period of 2 years, to lease the unassigned lands. That 
act also provided, however, that it should not be construed as rec- 
ognizing any ownership in the Colorado River Indian tribes or any 
other Indians or group of Indians. Although the 2-year lease au- 
thority expired on August 14, 1957, Congress has authorized by pro- 
visions in the succeeding appropriation acts the use of the rentals re- 
ceived from leases executed during the 2-year interval, and it has also 
recognized that the ownership of the reservation is still in doubt (see 
73 Stat. 92, 94). 

The absence of authority to lease these lands is hampering the 
orderly development of the reservation. In addition to the loss of 
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potential income from the undeveloped Jands, many leases previously 
granted will be expiring within a relatively short time, and the lessees 
are unable to plan sound programs without assurance of renewal. 

We are informed that the Colorado River Indian tribes have sug- 
gested the introduction of this bill and have requested its enactment. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Roger Ernst, 
Assistant Secretary of the Interior; 





Executive OFFicE OF THE PRESIDENT, 
BurEAU OF THE BupGEtT, 
Washington, D.C., July 31, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
New Senate Office Building, Washington, D.C. 


My Dear Mr. Cuarrman: This is in reply to your letter of July 
1, 1959, requesting the views of the Bureau of the Budget on S. 2286, 
a bill to authorize the leasing of land on the Colorado River Indian 
Reservation, Ariz. and Calif., and for other purposes. 

The purpose of the bill is to authorize the Secretary of the Interior 
to make and approve leases on lands in the Colorado River Indian 
Reservation until a determination has been made of the beneficial 
ownership of the land. 

The Bureau of the Budget would have no objection to enactment 
of S. 2286. 

Sincerely yours, 
Puiturp S. Hueues, 
Assistant Director for Legislative Reference. 


O 
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EXEMPTION FROM ADMISSIONS TAX FOR ATHLETIC 
GAMES BENEFITING CRIPPLED OR RETARDED 
CHILDREN 


SEPTEMBER 2 (legislative day, Aucust 31), 1959.—Ordered to be printed 


Mr. Byrp of Virginia, from the Committee on Finance, submitted the 
following 


REPORT 
[To accompany H.R. 4857] 


The Committee on Finance, to whom was referred the bill (H.R. 
4857) to provide that the exemptions from the admissions tax for 


athletic games benefiting crippled or retarded children shall apply 
where the participants have recently attended designated schools or 
colleges as well as where they are currently students, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


I. SUMMARY OF BILL 


This bill amends two of the exemptions from the admissions tax to 
provide that in determining whether an athletic game is played be- 
tween ‘“‘students’”’ from elementary or secondary schools, or colleges, 
where the proceeds inure to a hospital for crippled children, or an 
exempt organization operated exclusively for the benefit of retarded 
children, the term “‘student”’ is to include anyone who was a student 
at the school or college within the 8 months immediately before the 
athletic game. This will make the exemption available for “‘all-star’’ 
and other similar benefit games even though the game is played 
shortly after the end of the school or college year. This is to be 
effective for amounts paid on or after the date of enactment. The 
bill, which is favored by the Treasury Department, was reported 
unanimously by the committee. 


Il, GENERAL STATEMENT 


Among the exemptions provided by present law in the case of the 
admissions tax are: 
(1) Athletic games and exhibitions where the proceeds inure 
exclusively to the benefit of elementary and secondary schools; 
34006 
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(2) Athletic games between teams composed of students from 
elementary or secondary schools, or colleges, if the gross proceeds 
from the games inure to the benefit of hospitals for crippled 
children; 

(3) Athletic events between educational institutions during 
the regular athletic season if the proceeds inure to the benefit 
of the institutions, hospitals for crippled children, or both; and 

(4) Athletic games between teams composed of students from 
elementary or secondary schools, or colleges, if the proceeds from 
the games inure to the benefit of an exempt educational, chari- 
table, or religious organization operated exclusively for the 
purpose of aiding and advancing retarded children. 

It will be noted that in the second and fourth categories listed above 
the exemption is available only if the athletic game is between teams 
composed of “students” from elementary or secondary schools, or 
colleges. Thus, under present law these exemptions are not available 
if any of the players have just graduated and therefore are no longer 
“students” in the schools they formerly attended. As a result, an 
exemption from the admissions tax presently may not be available 
where the otherwise qualifying benefit game is played after the close 
of the school year. 

The committee believes there is no reason to discriminate against 
some of the “all-star” and similar athletic games by denying admis- 
sions tax exemptions merely because they are playing a short time 
after the close of the school year. Therefore, the committee in this 
bill is amending the Internal Revenue Code (sec. 4233(a)(11)) to 
provide that a ‘‘student” for purposes of the two exemption categories 
referred to above is to include an individual who was a student of a 
school or college at any time in the 8 months immediately prior to the 
athletic game in question. 

This change is to be effective for amounts paid on or after the date 
of enactment of this bill. The revenue effect of the change is believed 
to be relatively small. 

The Treasury Department has indicated that it favors the bill and 
it has been reported unanimously by the committee. 











CHANGES IN EXISTING LAW 






In compliance with subsection 4 of rule X XTX of the Standing Rules 
of the Senate, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italic; existing law in which no 
change is proposed is shown in roman): 


Secrion 4233 or THE INTERNAL REVENUE Cope or 1954 


SEC. 4233. EXEMPTIONS, 
(a) Allowance.—No tax shall be imposed under section 4231 in 
respect of: 
(1) Certain religious, educational, or charitable entertain- 
ments, etc.— 

(A) In general—Except as provided in subpernerten 

(C), any admissions all the proceeds of which inure exclu- 
sively to the benefit of— 
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(i) a church or a convention or association of churches; 

(ii) an educational institution described in section 
501(c)(3) which is exempt from tax under section 501(a) 
or which is an educational institution of a government 
or political subdivision thereof, if such organization 
normally maintains a regular faculty and curriculum 
and normally has a regularly organized body of pupils or 
students in attendance at the place where its educational 
activities are regularly carried on; 

(iii) a corporation or any community chest, fund, or 
foundation organized and operated exclusively for 
charitable purposes, described in section 501(c)(3) 
which is exempt from tax under section 501(a), if such 
corporation or organization is supported, in whole or in 
— by funds contributed by the United States or any 

tate or political subdivision thereof, or is primarily 
supported by contributions from the general public. 

(iv) a society or organization conducted for the sole 
purpose of maintaining symphony orchestras or operas 
and receiving substantial support voluntary con- 
tributions; 

(v) an organization (organized prior to October 1, 
1951) described in section 501(c)(3) which is exempt 
from tax under section 501(a) and which is operated for 
the purpose of conducting an annual chautauqua pro- 
gram of educational, cultural, and religious activities at 
a permanent location; 

(vi) National Guard organizations, Reserve officers’ 
associations or organizations, posts or organizations of 
war veterans, or auxiliary units or societies of any such 
posts or organizations, if such posts, organizations, units, 
or societies are organized in the United States or any 
of its possessions; 

(vii) a trust or organization described in section 
501(c)(3) which is exempt from tax under section 501 (a) 
and which is organized and operated exclusively to pro- 
vide scholarships and fellowships for study above the 
secondary level— 

if no part of net earnings thereof inures to the benefits 
of any private stockholder or individual. 

(B) Policeman's and firemen’s disability funds.—Except 
as provided in subparagraph (C), any admissions all the 
proceeds of which inure exclusively to the benefit of a police 
or fire department of any city, town, village, or any munici- 

ality or exclusively to a retirement, pension, or disability 
und for the sole benefit of members oad a police or fire 
department or to a fund for the heirs of such members. 

(C) Nonexempt admissions.—The exemption provided 
under subparagraph (A) or (B) shall not apply in the case of 
admissions to— 

(i) any athletic game or exhibition unless the proceeds 
inure exclusively to the benefit of an element or 
secondary school or unless in the case of an athletic 
game between teams composed of students from ele- 
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mentary or secondary schools, or colleges, the entire 
gross proceeds from such game inure to the benefits of a 
hospital for crippled children. 

(ii) wrestling matches, prize fights, or boxing, spar- 
ring, or other pugilistic matches or exhibitions, 

(ili) carnivals, rodeos (except as prov ided in para- 
graph (9)), or circuses in which any professional per- 
former or operator participates for compensation, or 

(iv) any motion picture exhibition. 

Clauses (i) and (ii) shall not apply in the case of any 
athletic event between educational institutions held during 
the regular athletic season for such event, if the proceeds 
therefrom inure exclusively to the benefit of such institutions 
or to the benefit of hospitals for crippled children, or both. 

* *~ ~ * * * * 


(11) Athletic games for benefit of retarded children.—Any 
admissions to an athletic game between teams composed of 
students from elementary or secondary schools, or co hen, 2 
the proceeds from such game inure exclusively to the benefit a 
an organization described in section 501(c)(3) which is exempt 
from tax under section 501(a) and which is operated exclusively 
for the purpose of aiding and advancing retarded children. 
In determining whether a team participating vm an athletic game is 
composed of students from elementary or secondary schools or colleges 
for purposes of this paragraph or paragraph (1)(C)( (7), an individual 
who is a member oh such team shall be considered a student from an 
elementary or secondary school or a college if he was a student of 
such school or college at any time during the 8-month period ending 
on the date of the athletic game. 


(b) State Defined.—For purposes of subsection (a), the term 
“State” includes Hawaii, and the District of Columbia. 


O 
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TECHNICAL CHANGES IN CERTAIN EXCISE TAX LAWS 





SEPTEMBER 2 (legislative day, Aucusr 31), 1959.—Ordered to be printed 





Mr. Byrp of Virginia, from the Committee on Finance, submitted the 
following 


REPORT 


[To accompany H.R. 8725] 


The Committee on Finance to whom was referred the bill (H.R. 
8725) to amend the Internal Revenue Code of 1954 to make technical 
changes in certain excise tax laws, and for other purposes, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


I. SUMMARY OF THE BILL 


Last year Congress passed the Excise Tax Technical Changes Act 
of 1958 which constituted the first major revision of the excise tax 
laws. Experience under this act has shown that certain refinements 
and modifications need to be made in that act. ‘This bill provides 
for six such changes: 

(1) It deletes from the tax on jewelry “coral’’ when sold as a 
stone and not as a part of a piece of mounted jewelry. 

(2) It makes it clear that the exemptions from the retailers’, 
manufacturers’, communications, and transportation of persons 
taxes for nonprofit educational organizations include parochial 
schools which are merely an activity of a church as well as those 
which are separate educational organizations. It also makes a 
similar modification in the case of the exemption for nonprofit 
educational organizations in the case of the admissions tax. 

(3) It modifies the exemption from the club dues tax presently 
available in the case of capital improvements. This exemption 
is to be available for payments for capital improvements, whether 
made in connection with the dues tax or the initiation tax, which 
are spent for the construction or reconstruction within the 3 
year period after the club receives the amount from the member. 
In addition, the exemption is to be available with respect to 
furnishings and fixtures for the use of the facility constructed or 
reconstructed. 
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(4) It restores the exemption, in the case of the communications 
taxes, formerly provided for common carriers and communication 
companies in the case of leased wires now classified as general 
telephone service which connect two stations for which a toll 
charge would otherwise be made. 

(5) It modifies the documentary stamp tax applicable to trans- 
fers to make it apply in the case of stock rights or warrants on the 
basis of the value of the rights or warrants rather than on the 
basis of the value of the underlying stock. 

(6) It reduces from $250 to $10 the occupational tax applicable 
to so-called claw, crane, or digger machines used at carnivals or 
fairs where the charge is not in excess of 10 cents, the merchandise 
prizes provided have a value of not more than $1, and the machines 
are activated by a nonelectrical mechanism. 


II. GENERAL EXPLANATION OF BILL 


Last year Congress in passing the Excise Tax Technical Changes 
Act of 1958 (H.R. 7125, 85th Cong., 2d sess.; Public Law 85-859; 
Sept. 2, 1958) undertook a comprehensive revision of the technical 
and administrative provisions of the Federal excise taxes. In a 
technical revision bill of this magnitude almost of necessity there are 
changes made which after experience in actual operations require 
further modifications. This bill is designed to make a series of six 
modifications required as a result of this revision. The changes made 


by ee are discussed below in the order of the various sections of 
the bill. 


1. Deletion of “coral’’ from the list of semiprecious stones subject to the 
10 percent jewelry tax 

Before the enactment of the Excise Tax Technical Changes Act of 
1958 there was included in the base of the 10-percent retailers’ excise 
tax on jewelry and related items (sec. 4001) “pearls, precious and 
semiprecious stones, and imitations thereof.” However uncertainty 
as to what constituted semiprecious stones and imitations presented 

roblems for both the taxpayers and the Internal Revenue Service. 

n view of this, the 1958 act deleted the reference to “precious and 
semiprecious stones, and imitations thereof” and substituted a specific 
list of stones (real or synthetic) which are subject to tax. 

Among these stones specifically listed in the 1958 act was “coral.” 
However, it bas been found that although some coral is sold for use as 
a gem the bulk of it is sold for ornamentation of fish bowls. More- 
over, it is believed that coral has a relatively small value unless com- 
bined with mountings or settings. In view of this your committee 
believes that coral should be omitted from the list of stones subject 
to tax and has so provided in the first section of this bill. 

The deletion of coral from the list of taxable stones will not affect 
the taxable status of necklaces, or other articles of adornment, con- 
training coral. In these cases the items will continue to be taxable 
under another provision of the tax on jewelry which taxes ‘‘all articles 
commonly or commercially known as jewelry.” 

This change is to become effective as of the first day of the first 
ae more than 10 days after the date of enactment of 
this bill. 
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2. Certain nonprofit educational organizations 
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The Excise Tax Technical Changes Act of 1958 provided an exemp- 
tion for “nonprofit educational organizations” in the case of retailers’ 
excises, manufacturers’ excises, the taxes on communications services, 
and the tax on the transportation of persons. These exemptions are 
available for purchases of taxable articles and services by these organi- 
zations. ‘The exemptions were added by the 1958 act on the grounds 
that not to do so would have been discriminatory. It was pointed out 
that prior to that act exemptions were provided from these taxes for 
public schools and colleges but not private nonprofit institutions. 

Under the 1958 act an exempt “nonprofit educational organization” 
was defined as an educational organization described in section 
503(b)(2) of the code which is exempt from income tax under section 
501(a). Section 503(b)(2) of the code refers to 


an educational organization which normally maintains a regu- 
lar faculty and curriculum and normally has a regularly 
enrolled body of pupils or students in attendance at the place 
where its educational activities are regularly carried on. 


Questions have been raised as to whether the reference to “‘educa- 
tional organizations” in this definition covers parochial schools which 
are merely an activity of a church and not separate entities. In 
accord with the clear intent of Congress in enacting this legislation 
last year, the Treasury Department in Treasury Decision 6344 has 
taken the position that the exemption for “nonprofit educational 
organizations” did cover these parochial schools. The committee 
believes it is desirable to amend the code on this point so that it clearly 
reflects this position, 

As a result, section 2 of this bill amends the pertinent sections for 
the retailers’ taxes (sec. 4057), the manufacturers’ taxes (sec. 
4221(d)(5)) and the taxes on communications and transportation of 
persons (sec. 4294(b)), to add in each case a sentence providing that 
the term “nonprofit educational organization” includes a school oper- 
ated as an activity of an exempt religious, educational, charitable, etc. 
organization if it maintains a regular faculty and curriculum and 
normally has a regularly enrolled body of pupils or students in at- 
tendance at the place where its educational activities are regularly 
carried on. 

In addition the code also contains an exemption from the admissions 
taxes for educational institutions described in section 501(c)(3) which 
are exempt from tax under section 501(a). This also contains an 
exemption for educational organizations of governmental units havi 
a regular faculty, curriculum, etc. Although this was not provide 
by the 1958 act, the committee believed that for purposes of con- 
sistency and uniformity in excise tax administration it was desirable 
to add a clause specifically including within the exemption schools 
carried on as an activity of other exempt religious, educational, 
charitable, etc., organizations in the same manner as in the case of 
the other taxes referred to above. No inferences, however, are to be 
drawn from this as to the extent of the existing exemptions. 

The amendments made by this section, to the extent they relate to 
the changes made by the Technical Changes Act of 1958, are made as 
of the general effective date for title I of that act, namely, January 1, 
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1959. This date is provided since these amendments are declaratory 
of existing law. 

The amendment to the admissions tax exemption is to be effective 
as of the beginning of the first month starting more than 10 days after 
the date of enactment of this bill. 


8. Exemption for capital improvements in the case of the club dues tax 


In the case of the 20 percent club dues tax, the Excise Tax Technical 
Changes Act of 1958 provided an exemption for assessments for capital 
improvements. It was indicated that this exemption was granted 
because the construction or reconstruction of capital facilities repre- 
sents especially heavy burdens for many clubs and that it was unfor- 
tunate to add to this already heavy burden by the imposition of a 
tax. 

Experience under this exemption has suggested the desirability of 
several refinements. First, reference to exemptions only for ‘“‘assess- 
ments” for capital improvements has limited the application of the 
exemption to dues since the term “dues” is defined as including any 
assessment. This precludes an exemption for initiation fees even 
through the amounts collected are used for the construction or recon- 
struction of otherwise qualifying capital improvements. 

Second, the exemption is not available in the case of assessments for 
required furnishings and fixtures since such amounts are not for the 
“facility” being constructed or reconstructed. 

Third, there is no indication in the present exemption as to how long 
after the payment of the assessment the construction or reconstruction 
may occur, or how specific the plans must be for this construction or 
reconstruction. 

In view of these problems section 3 of this bill rewrites this exemp- 
tion to provide for the problems referred to above. First, it provides 
an exemption for amounts paid for dues or membership fees or as 
initiation fees (instead of referring only to assessments which relate 
only to dues). 

Second, it provides an exemption not only in the case of the con- 
struction or reconstruction of a social, athletic, or sporting facility or 
for a capital addition or improvement in such a facility, but also for 
certain furnishings or fixtures (including installation charges) for such 
a facility. To qualify the furnishings or fixtures must be required by 
reason of the construction or reconstruction for the use of the facility 
upon the completion of the work. For example, this would include 
required furniture, drapes, carpeting, refrigerators, etc., for a new 
facility, or for any portion of an existing facility which is reconstructed. 

Third, the exemption is limited to amounts spent for construction 
or reconstruction or required furnishings or fixtures within 3 years 
after the date of payment by the club member. The tax on amounts 
not so spent becomes payable immediately after the expiration of the 
3-year period and in this case is payable by the club rather than the 
member. The shift in the incidence of the tax in this case is provided 
because of the problem which would otherwise be presented in attempt- 
ing to trace back to members of the club 3 years earlier. 

These changes are made effective for amounts paid on or after the 
first day of the first month beginning more than 10 days after the 
date of enactment of this bill. In addition, the amounts paid must 
be for construction or reconstruction of a facility begun on or after 
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January 1, 1959, or for furnishing or fixtures for such a facility upon 
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" completion. 


4. Exemption for certain telephone lines or channels used by common 
carriers, or communications companies 


Because the excise taxes on communications services had, to some 
degree, become obsolete in their operation and because of technological 
changes in the industry, the Excise Tax Technical Changes Act of 
1958 made a major revision in the terminology and definitions of the 
taxable types of services 

One of the former taxable categories was “leased wire, teletype- 
writer, or talking circuit special service.” Part of this category was 
separated out into what is now known as teletypewriter exchange 
service. Most of the remainder of the old category is now in what is 
called wire mileage service. However, a portion of the old category 
now appears in ‘the category known as general telephone service. 
Formerly, leased wires were included in local telephone service when 
they were entirely within a local exchange area. The 1958 act, how- 
ever, dropped this distinction based on local exchange area and instead 
included in general telephone service, telephone service “which may 
be connected (directly or indirectly) to an exchange operated by a 
person engaged in the business of furnishing communication service.” 
As a result the category “general telephone service’? now includes 
some of the leased wire services beyond a local exchange area which 
were formerly in the category “leased wire, teletypewriter, or talking 
circuit special service.” They are in this category in some cases 
because they are directly connected through telephone company 
switchboards and sometimes because they are indirectly so connected 
through switchboards the subscribing company may itself have. 

The problem arising from this shift of some of the leased wire 
services to the general telephone service category relates to the exemp- 
tion previously provided for ‘leased wire, teletypewriter, or talking 
circuit special services” in the case of common carriers (such as the 

railroads, airlines, and trucking companies) and telephone, telegraph, 
and radio broadcasting companies. The exemption for these carriers 
or communication companies was continued by the 1958 act for those 
services classified as “wire mileage service.” It is not available, 
however, for the wire services classified as general telephone services. 
The denial of this existing exemption was not intended in the 1958 act 
and your committee in this bill is therefore correcting this oversight. 

The bill in section 4 deals with this problem by expanding “the 
exemption in present law relating to special wire service used in com- 
pany business (sec. 42 53(f)). At present this provides an exemption 
from the tax on wire mileage service and wire and equipment service 
used by a common carrier, “telephone or telegraph company, or radio 
broadcasting station or network in the conduct of its business. The 
bill expands this to include any telephone (or radio telephone) line 
(or channel) constituting general telephone service used by one of 
these companies in the conduct of its business. Howev er, this new 
exemption is available only if the telephone line (or radio telephone 
channel) connects stations between any two of which there would be 
a toll charge in the case of the usual telephone service. This latter 
limitation is in lieu of the former restriction to the effect that not all of 
the leased wire could be in a local exchange area for the exemption to 
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be available. The question as to whether there is a toll charge be- 
tween two points is to be determined on the basis of whether there 
would be such a charge in the case of unlimited telephone service. 

In determining what constitutes one or more lines, for purposes of 
determining whether or not a single line extends beyond a toll area, 
any switchboard connection interposed between two stations, which 
makes it possible to carry on two independent conversations at the 
same time, will result in the lines being considered as two lines In 
a case of this type, if one station and the switchboard just referred to 
were so located that otherwise there would be no toll charge for calls 
between these points, no exemption would be available for this portion 
of the service. On the other hand, if there is interposed between the 
two stations a so-called dropline, which makes it possible to carry on 
a conversation between either one of the stations and the point con- 
nected by the dropline (but it is impossible to carry on two conversa- 
tions at once), then the entire service will be considered as one line. 
As a result if the two stations are so located that generally there would 
be a toll charge for calls between the two stations, the portion of the 
service between the station and the point connected by the dropline, 
even though there would otherwise be no toll charge between these 
points, will not result in this portion of the service being subjected 
to tax. 

These changes are made effective as if they had been enacted as a 
part of the Excise Tax Technical Changes Act of 1958 at the time of 
itsenactment. This will assure continuity of the exemption applicable 
to leased wire services. To accomplish this result this bill permits 
rebilling, or amending of bills, back to January 1, 1959. 


5. Measure for documentary stamp transfer tax in the case of stock rights 
on warrants 


Prior to the passage of the Excise Tax Technical Changes Act of 
1958, the documentary stamp transfer tax in the case of stock was 
based primarily on the par or face value of the certificates or shares. 
The reports on the 1958 act pointed out that using par value as the 
basis for the tax was arbitrary and discriminated against stocks with 
low actual values. Therefore, that act, in general, changed this to a 
tax of 4 cents per $100 based on the actual value of the shares. 

A problem has arisen with this “actual value’ tax, however, in the 
case of stock rights and warrants. The statute imposes a tax not 
only on the sale or transfer of shares or certificates of stock but also 
on the “rights to subscribe for or to receive” such shares or certificates 
However, the only tax base referred to in the statute is the actual 
value of the “certificates (or of the shares where no certificates are 
sold or transferred).” Asa result, the Treasury Department has held 
that in the case of the transfer of rights to subscribe for, or to receive, 
stock, the tax is based, not on the value of the rights sold or trans- 
ferred, but rather on the value of the underlying shares of stock which 
may be acquired upon the exercise of the rights. Thus, the tax im- 
posed in the case of stock rights or warrants may be several times the 
tax which would be imposed if it were imposed with respect to the 
value of the rights or warrants. 

The discrimination referred to can be illustrated by an example. 
Assume a person sells for $1,000 a block of 100 warrants to buy ® 
specific stock at $20 a share. Assume further that the stock is then 
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selling for $29 a share with the result that the 100 shares of stock 
underlying the warrants have a value of $2,900. Under present law 
at a rate of 4 cents per $100 of this value, this means a stamp tax of 
$1.16 on the block of 100 warrants. However, if the tax were based 
on the value of the warrants, namely, the $1,000, rather than the 
value of the stock, the tax would be 40 cents or about a third of the 
tax now imposed. 

The bill in section 5 corrects this inequitable treatment of stock 
rights and warrants by basing the tax in the case of “rights to sub- 
scribe for or to receive”’ shares or certificates on the actual value of the 
“rights” rather than on the actual value of the shares or certificates. 

Under present law the tax on any sale or transfer may not be more 
than 8 cents per share or less than 4 cents on the sale or transaction. 
Under this bill the minimum of 4 cents on the sale or transaction will 
also apply to the sale of stock rights or warrants on a transaction basis. 
The maximum of 8 cents per share, however, is to continue to apply, 
in - case of stock rights or warrants, to the underlying shares of 
stock. 

This change is to be effective as of the first day of the first month 
beginning more than 10 days after the date of enactment of this bill. 


6. Gaming devises commonly known as claw, crane, and digger machines 


Under present law an occupational tax of $10 per year is levied 
with respect to a music or amusement machine or with respect to 
certain 1-cent vending machines dispensing merchandise prizes with 
a retail value of not more than 5 cents. Other slot or gaming ma- 
chines are subject to an occupational tax of $250 per year per machine. 
Included in this latter category are certain some’: claw, crane, and 
digger machines. The particular type of machine referred to here is 
one which is not electrically activated and, therefore, the question of 
whether or not a prize is obtained depends, to a substantial extent, 
upon the skill of the operator in handling the crank operating the 
claw, crane, or digger machine. Moreover, the $250 tax in the case 
of the machines dispensing prizes of relatively small value and pro- 
viding for charges of only 5 cents or 10 cents, constitutes such a heavy 
burden that is is not possible in many cases to operate the machines 
at a profit. Where machines of this type are operated as a part of 
carnivals or county or State fairs, it appears undesirable to in effect 
deny this type of amusement by the imposition of such a tax burden. 

In view oF these considerations, your committee has provided that 
devices commonly known as claw, crane, or digger machines are to 
be subject to a $10 a year tax, instead of the regular $250 gaming 
machine tax, if the following four conditions are met: 

(1) The charge for each operation of the machine is not more 
than 10 cents; 

(2) The prizes dispensed by the machine are merchandise with 
a retail value of not more than $1, there is no advertisement to 
the effect that any prize other than that dispensed by the machine 
is offered, and no such other prize is given; 

(3) The device is activated by a crank and has a nonelectrical 
mechanism; and ; 

(4) The device is not operated other than in connection with 
carnivals or county or State fairs. 
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The reference to carnivals or county or State fairs is intended to 
distinguish between the temporary use of such machines at fairs and 
carnivals from the more permanent use of such machines in arcades 
of amusement parks, etc. 

This reduced rate covers both the coin-operated and the similar 
machines which are operated without the insertion of a coin, token, 
or similar object. Where a machine qualifies for the reduced rate, the 
owner paying only $10 on July 1 of a year, and then subsequently the 
machine is diverted to use requiring the payment of the full $250 tax, 
the higher rate tax is to become applicable but only for the portion of 
the year (computed on a monthly basis) beginning with the month 
in which such new use occurs. 

This amendment is made effective for periods beginning after June 
30, 1960. 

CHANGES IN EXISTING LAW 


In the opinion of the committee, it is necessary to dispense with the 
requirements of subsection 4 of rule XXIX of the Standing Rules of 
the Senate in order to expedite the business of the Senate in connection 
with this report. 
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AUTHORIZING THE ISSUANCE OF PROSPECTING PER- 
MITS FOR PHOSPHATE IN LANDS BELONGING TO THE 
UNITED STATES 


SEPTEMBER 2 (legislative day, AuGusT 31), 1959.—Ordered to be printed 


Mr. Moss, from the Committee on Interior and Insular Affairs, sub- 
mitted the following 


REPORT 


[To accompany 8. 2061] 


































The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 2061) to authorize the issuance of ne per- 
mits for phosphate in lands belonging to the United States, having 
considered the same, report favorably thereon with an amendment in 


the nature of a substitute and recommend that the bill as amended do 
pass. 


COMMITTEE AMENDMENTS 


The committee ecoptas the following amendment: 
All language after the enacting clause is stricken and in lieu thereof 
the following is added: 


That (a) section 9 of the Mineral Leasing Act of February 25, 1920 (41 Stat. 
437,440), as amended (30 U.S.C., sec. 211), is further amended by the insertion 
of an “‘(a)”’ at the beginning of the section and by the addition of the two follow- 
ing subsections: 

“(b) Where prospecting or exploratory work is necessary to determine the 
existence or workability of phosphate deposits in any unclaimed, undeveloped 
area, the Secretary of the Interior is authorized to issue, to any applicant qualified 
under this Act, a prospecting permit which shall give the exclusive right to prospect 
for phosphate deposits, including associated minerals, for a period of two years, 
for not more than two thousand five hundred and sixty acres; and if prior to the 
expiration of the permit the permittee shows to the Secretary that valuable de- 
posits of phosphate have been discovered within the area covered by his permit, 
the permittee shall be entitled to a lease for any or all of the land embraced in the 
prospecting permit. 

“(e) Any phosphate permit issued under this section may be extended by the 
Secretary for such an additional period, not in excess of four years, as he deems 
advisable, if he finds that the permittee has been unable, with reasonable diligence 
to determine the existence or workability of phosphate deposits in the area covered 
by the permit and desires to prosecute further prospecting or exploration, or for 
other reasons warranting such an extension in the opinion of the Secretary.” 
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(b) Section 12 of the Mineral Leasing Act (41 Stat. 437, 441), as amended (30 
U.8.C., sec. 214), is further amended by the insertion of the words “or permit” 
immediately after the word “‘lease’”’ wherever it appears. 

{e) The ninth sentenee of section 27 of the Mineral Leasing Act (41 Stat. 437, 
448), as amended (30 U.S.C., sec. 184), is further amended by the insertion of the 
words “‘or permits” immediately after the words “phosphate leases’’ 

The amendment was proposed by the Department of the Interior 
and does not change in substance the original bill with one exception; 
namely, the provision found in subsection (c), line 25, page 2, and 
lines 1 through 8, page 3, authorizing the extension of a permit for a 
period of “not in excess of four years” if the Secretary of the Interior 
deems such extension advisable. 


SUMMARY OF §. 2061 


S. 2061 provides that the Secretary of the Interior may issue permits 
to prospect and explore for phosphate on not more than 2,560 acres of 
public land of the United States for a period of 2 years with a prefer- 
ence right to a lease for any or all of the land embraced in the permit 
should the permittee prior to the expiration of the term of the permit 
show a discovery of phosphate. In addition, upon application to the 
Secretary, the term of a permit may be extended for an additional 
period of not in excess of 4 years provided the Secretary determines 
that the permittee has exercised due diligence in the search for phos- 
phate and that further prospecting or exploration is warranted. The 
bill requires no payment of rental during the life of the permit, and 
does not change the aggregate acreage, 10,240 acres, Which may be held 
in the United States yy any one permittee or leaseholder. 


PURPOSE 


Prospecting permits are presently authorized by the Mineral Leas- 
ing Act for coal, sodium, sulfur, and potash. The bill would merely 
add phosphate to the above list of minerals. 

At the present time the Mineral Leasing Act provides that only 
leases may be issued with respect to phosphate. As indicated in the 
report of the Department of the Interior, the Secretary is ae cea 
by section 9 of the Mineral Leasing Act, as amended (30 U.S.C. 211), 
to issue leases ‘through advertisement, competitive bidding, or by 
such other methods as he may by general regulations adopt * * *.” 
Pursuant to such authority the Secretary has by regulation provided 
for the issuance of both competitive and noncompetitive leases. 

When it is determined that the need of further exploration prior to 
development is unnecessary, a competitive lease is issued. A non- 
competitive lease issues when further exploration is deemed necessary 
before development could reasonably be undertaken. Since it 1s 
necessary for an applicant for a noncompetitive lease to publish notice 
thereof in a newspaper of general circulation in the county in which 
the land is situate, opportunity exists for third parties to protest the 
issuance of the proposed lease. Should the protest be considered 
valid, a competitive rather than a noncompetitive lease issues. When 
this occurs, an applicant who may have performed certain prospecting 
and exploratory work prior to seeking a noncompetitive lease loses 
the benefits of such work unless he outbids his rivals. If enacted, 
S. 2061, as amended, would correct the situation since a permittee 
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would have a preference right to a lease as in the case of permittees 
seeking coal, sodium, sulfur, and potash. 

Although ‘the Department of the Interior recommended that adop- 
tion of the permit system to phosphate should include a rental pay- 
ment provision of not less than 25 cents per acre during the term of 
the permit, the committee is of the opinion that since there is now no 
such condition governing permits for coal, sodium, sulfur, and potash, 
it would be inequitable to apply rents solely to phosphate. 


NO APPROPRIATION 


The legislation does not call for an appropriation. 


COMMITTEE RECOMMENDATION 


The committee urges enactment of S, 2061. 


DEPARTMENTAL RECOMMENDATION 


The Department of the Interior’s report follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., August 19, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
US. Senate, Washington, D.C. 


Dear Senator Murray: This is in reply to your request for the 
views of this Department on S. 2061, a bill to authorize the issuance 
: prospecting permits for phosphate in lands belonging to the United 

tates. 

We would not object to the enactment of this bill if amended as 
suggested below. 

5. 2061 would amend sections 23, 24, 25, and 27 of the Mineral 
Leasing Act of February 25, 1920, as amended (30 U.S.C. 261, 262, 
263, 184), in order to authorize the issuance of prospecting permits 
for phosphate in lands belonging to the United States. Sections 23, 
24, and 25 all relate at present to sodium and do not refer to phosphate. 
The existing provisions of the Mineral Leasing Act relating to phos- 
phate are found in sections 9, 10, 11, and 12, as amended (30 U.S.C. 
211, 212, 213, 214). Section 27 is a section establishing acreage 
limitations with respect to all the minerals under the Mineral Leasing 
Act. It would be more appropriate for any new provisions estab- 
lishing a permit system for phosphate to be included in the existing 
phosphate sections rather than to be grafted onto the sodium sections. 

Of the various minerals on the public domain subject to the mineral 
leasing laws, prospecting permits are now issued for coal, sodium, 
sulfur, and potash. Permits were at one time issued for oil and gas, 
but this practice has been discontinued. Thus, a permit system has, 
at one time or another, been applied to all of the leasable minerals 
save phosphate and oil shale. With respect to phosphate, only 
leases may be granted. However, the Secretary of the Interior is 
authorized by section 9 of the Mineral Leasing Act, as amended (30 
U.S.C. 211), to issue leases “through advertisement, competitive 
bidding, or such other methods as he may by general regulations 
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adopt * * *,” and pursuant to this authority he has issued regula- 
tions for the issuance of both competitive a noncompetitive leases, 
The former are issued where it is determined by the authorized officer 
upon the report of the Geological Survey that the phosphate deposits 
in question should be subject to lease “‘without the need of further 
suatecttiian before development could reasonably be undertaken 
* * *” (43 CFR 196.10). Where the Secretary determines that 
“further exploration is necessary before development could reasonabl 
be undertaken * * *,” noncompetitive leases may be issued (43 CF 
196.8(a)). Opportunity is given to other parties to protest the 
issuance of a noncompetitive lease, and, if a valid protest is made, 
the Secretary issues a competitive rather than a noncompetitive lease. 
Noncompetitive leases are thus expressly designed for the purpose of 
furthering prospecting for phosphate where there is no competitive 
interest shown. If S. 2061 were adopted as introduced, phosphate 
permits would be issued on the same basis as sodium permits which 
last for a period of not more than 2 years, cover not more than 2,560 
acres, and require the payment of no rental. The noncompetitive 
phosphate leases at present are issued for areas of not more than 
2,560 acres, for 20 years and so long therafter as there is production, 
and subject to the payment of an annual rental. This annual rental 
is set at 25 cents per acre for the first year, 50 cents per acre for the 
second and third years, and $1 per acre for the fourth and succeeding 
years. 

One of the great dangers in a permit system of the type which S. 
2061, as introduced, would set up is that it enables a party to tie up 
acreage and yet to make no effort to develop it. With no requirement 
of development and with no rental, a permittee could hold acreage for 
the term of the permit and do nothing with it except to assign his 
rights under the permit to another party for an overriding royalty. 
The oil and gas permits issued in former years were extended in some 
cases for almost 20 years, and practically all discoveries were made 
after the original permittees had made assignments or operating agree- 
ments under which they retained overriding royalties ranging from 
2% to 5 percent, without having done any geological, geophysical, or 
prospecting work. Our experience with coal, potash, and sodium 
permits has been similar. 

As a result of this experience, it is our belief that for a prospecting 
permit system for phosphate to prove workable it should include re- 
quirements for annual rental and for limited terms. Such require- 
ments would discourage the mere holding of acreage under permit 
with interest not in development but in speculation. We recommend 
that, if a permit system for phosphate is adopted, minimum rentals be 
established. 

The determination of the proper length of term is difficult. Sodium 
permits are for 2 years, and S. 2061, as introduced, would establish a 
similar term for phosphate permits. We do not believe that this 
would prove an adequate length of time in all cases. Potash permits 
have a basic term of 2 years, with a right of extension for a second term 
of 2 years if certain work has been done. Even this has not proved 
sufficient in Utah where terrain is rough and potash deposits lie at 
2,500 feet or even more below the surface. With phosphate the prin- 
cipal limiting factors are the roughness of terrain and the very short 
working seasons which result from the high altitudes at which many 
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deposits are found. More time than 2 years is needed if there is to 
be proper prospecting and evaluation of phosphate deposits. We 
suggest a basic term of 2 years, subject to such extension, not in excess 
of 4 years, as the Secretary of the Interior deems advisable on a 
showing of reasonable diligence. 

Some information on the present status of phosphate leasing on the 
public domain may be helpful to your committee. At the present 
time there are 73 leases covering a total of 48,418 acres. The active 
phosphate leases are those which have acidulation plants or electric 
furnaces in conjunction with the mining operations; lessees without 
such facilities apparently lack an outlet for their ore. In Utah, where 
four of the leases are situated, the phosphate found is of a low grade 
and not subject to acidulation. Consequently, electric furnaces will 
probably be necessary and their installation will be dependent upon 
the availability of economical electric power. Whether a prospecting 
permit system will prove helpful under such circumstances is not 
certain. 

Nevertheless, we would not object to a statutory provision author- 
izing prospecting permits if coupled with the requirements as to 
rentals and terms discussed above. If such a system were adopted, 
we would probably cease the issuance of noncompetitive phosphate 
leases which, as we stated above, are based not on an express statutory 
requirement but upon regulation. 

Therefore, we recommend that all after the enacting clause in S. 2061 
be deleted, and in its place there should be inserted the following: 

“That (a) section 9 of the Mineral Leasing Act of February 25, 1920 
(41 Stat. 437, 440), as amended (30 U.S.C., sec. 211), is further 
amended by the insertion of an ‘(a)’ at the beginning of the section 
and by the addition of the two following subsections: 

‘“‘*(b) Where prospecting or exploratory work is necessary to deter- 
mine the existence or workability of phosphate deposits in any un- 
claimed, undeveloped area, the Secretary of the Interior is authorized 
to issue, to any applicant qualified under this Act, a prospecting 
permit which shall give the exclusive right to prospect for phosphate 
deposits, including associated minerals, for a period of two years, for 
not more than two thousand five hundred and sixty acres and subject 
to the payment of an annual rental of not less than 25 cents per acre; 
and if prior to the expiration of the permit the permittee shows to 
the Secretary that valuable deposits of phosphate have been discovered 
within the area covered by his permit, the permittee shall be entitled 
to a lease for any or all of the land embraced in the prospecting 
permit. 

“*(e) Any phosphate permit issued under this section may be ex- 
tended by the Secretary for such an additional period, not in excess 
of four years, as he deems advisable, if he finds that the permittee 
has been unable, with reasonable diligence, to determine the existence 
or workability of phosphate deposits in the area covered by the permit 
and desires to prosecute further prospecting or exploration, or for 
other reasons warranting such an extension in the opinion of the 
Secretary.’ 

“(b) Section 12 of the Mineral Leasing Act (41 Stat. 437, 441), as 
amended (30 U.S.C., sec. 214), is further amended by the insertion 
of the words ‘or permit’ immediately after the word ‘lease’ wherever 
it appears. 


























6 PROSPECTING PERMITS FOR PHOSPHATE 





“‘(c) The ninth sentence of section 27 of the Mineral Leasing Act 
(41° Stat. 437, 448), as amended (30 U.S.C., sec. 184), is further 
amended by the insertion of the words ‘or permits’ immediately after 
the words ‘phosphate leases’.’”’ 

Since we are informed that there is a particular urgency for the 
submission of the views of the Department, this report has not been 
cleared through the Bureau of the Budget and therefore no commit- 
ment can be made concerning the relationship of the views expressed 
herein to the program of the President. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


CHANGES IN EXISTING LAW 





In compliance with the Cordon rule (subsection (4) of rule XXIX 
of the Standing Rules of the Senate) changes in existing law made by 
the bill, S. 2061, as reported, are shown as follows (new matter to be 
added to the law is printed in italic, existing law in which no change 
is proposed is shown in roman): 


SecTioN 9 oF THE Minprat Leasine Act or Fesruary 25, 1920 
(41 Srat. 437, 440; 30 U.S.C. 211) 


(a) The Secretary of the Interior is authorized to lease to any 
applicant qualified under sections 181-184, 185-188, 189-192, 193, 
194, 201, 202-209, 211-214, 223, 224-226, 226d-229a, 241, 251, and 
261-263 of this title, through advertisement, competitive bidding, or 
such other methods as he may by general regulations adopt, any 
phosphate deposits of the United States, and lands containing such 
deposits, including associated and related minerals, when in his judg- 
ment the public interest will be best served thereby. The lands shall 
be leased under such terms and conditions as are herein specified, in 
units reasonably compact in form of not to exceed two thousand five 
hundred and sixty acres. (As amended June 3, 1948, ch. 379, sec. 2, 
62 Stat. 290.) 

(6) Where prospecting or exploratory work is necessary to determine 
the existence or workability of phosphate deposits in any unclaimed, wn- 
developed area,-the. Secretary of the Interior is authorized to issue, to any 
Seer qualified under this Act, a prospecting permit which shall give 
the exclusive right to prospect for phosphate deposits, including associated 
minerals, for a period of two years, for not more than two thousand five 
hundred and sixty acres; and tf prior to the expiration of the permit the 

ermittee shows to the Secretary that valuable deposits of phosphate have 

een discovered within the area covered by his permit, the permittee shall 
be entitled to a lease for any or all of the land embraced in the prospecting 
permit, 

(c) Any phosphate permit issued under this section may be extended by 
the Secretary for such an additional period, not in excess of four years, 
as he deems advisable, if he finds that the permittee has been unable, with 
reasonable diligence, to determine the existence or workability of phosphate 
deposits in the area covered by the permit and desires to prosecute further 
prospecting or exploration, or for other reasons warranting such an 
extension in the opinion of the Secretary. 
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Section 12 oF THe Minera Leasine Act or Fresruary 25, 1920 
(41 Stat. 437, 441; 30 U.S.C. 214) 


The holder of any lease or permit issued under the provisions of 
sections 211-214 of this title shall have the right to use so much of the 
surface of unappropriated and unentered public lands not a part of 
his lease or permit, not exceeding eighty acres in area, as may be 
determined by the Secretary to be necessary or convenient for the 
extraction, treatment, and removal of the mineral deposits, but this 
provision shall not be applicable to national forest lands. (As 
amended June 3, 1948, ch. 379, sec. 5, 62 Stat. 291.) 


Section 27 oF THE MINERAL Le&AsING Act oF Fesruary 25, 1920 
(41 Stat. 437, 448; 30 U.S.C. 184) 


* * * No person, association, or corporation, except as herein 
provided, shall take or hold at one time oil or gas leases exceeding in 
the aggregate forty-six thousand and eighty acres granted hereunder 
in any one State, except that in the Territory of Alaska no person, 
association, Or corporation, except as herein provided, shall take or 
hold at one time oil or gas leases exceeding in the aggregate one hundred 
thousand acres granted hereunder; and no person, association, or 
corporation shall take or hold at one time phosphate leases or permits 
exceeding in the aggregate ten thousand two hundred and forty acres 
in the United States. * * * 0 
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FOREIGN SERVICE ACT AMENDMENTS OF 1959 
SEPTEMBER 2 (legislative day, Aucust 31), 1959.—Ordered to be printed 


Mr. Fuusricat, from the Committee on Foreign Relations, 
submitted the following 


REPORT 


[To accompany 8. 2633] 


The Committee on Foreign Relations, having had under considera- 
tion S. 443, S. 1243, S. 2232, S. 2233, and S. 1044, to amend the 
Foreign Service Act of 1946, as amended, and for other purposes, 
reports an original bill in lieu thereof and recommends that it pass; 


SUMMARY DESCRIPTION 


S. 2633 would make numerous changes in the administration of the 
Foreign Service of the United States and the Department of State. 
With a few exceptions, the bill consists of amendments to the Foreign 
Service Act of 1946, as amended. A new class structure for Foreign 
Service Staff officers and employees is provided. The Foreign Service 
retirement and disability system is liberalized in conformity with cer- 
tain principles already in eftect with respect to the civil service retire- 
ment system. Improvements are made in the legislation pertaining 
to the recruitment and training of Foreign Service officers. Functional 
and geographic area specialization by such officers is encouraged. An 
increase of $100 million ($50 million in foreign currencies) in the au- 
thorization of appropriations for the Foreign Service buildings fund, 
largely for office space for US. missions overseas, is approved. 

Phose are the frat substantial changes in the Foreign Service Act 
of 1946 since the amendments of 1956 were enacted. It will be re- 
called that the amendments of 1956 added two classes to the Foreign 
Service officer schedule, raised a numerical ceiling on lateral entry into 
the Foreign Service officer category, increased from 30 to 35 the num- 
ber of years of service credit for computing retirement benefits for 
Foreign Service officers, broadened the authority to operate commis- 
saries and mess services, increased medical benefits, and authorized 
the establishment of recreational facilities overseas. 
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COMMITTEE ACTION 


With a few exceptions, all of the provisions of S. 2633 are taken 
from the following bills: 

1. S. 443, Mr. Green (by request), January 17, 1959, to amend the 
Foreign Service Act of 1946, as amended, and for other purposes. 

2. S. 1243, Mr. Saltonstall (for himself and Mr. Mansfield), March 
2, 1959, to amend the Foreign Service Act of 1946, as amended, to 
establish standards of foreign language proficiency 7” the Foreign 
Service of the United States, and for other purposes. 1243 is the 
same as S. 3552 of the 85th Congress altonstall) on ane the Com- 
mittee on Foreign Relations held an executive hearing on May 27, 
1958. 

3. S. 2232, Mr. Fulbright (by request), February 16, 1959, to repeal 
section 12 of the act of June 26, 1884, prohibiting a charge or collection 
of fees by consular officers for official services to American vessels and 
seamen, and to repeal the provision in the act of June 4, 1920, author- 
izing the free issuance of passports to seamen. 

4. S. 2233, Mr. Fulbright (by request), June 23, 1959, to amend the 
Foreign Service Act of 1946, as amended. 

5. S. 1044, Mr. Fulbright (by request), February 16, 1959, to amend 
the Foreign Service Buildings Act of 1926, as amended. 

A public hearing on S. 1243 was held on April 16, 1959, and public 
hearings on the remaining bills were held on July 6 and 15, 1959. 
The committee marked up the bills on August 27 and 28 and on the 
te “a ordered favorably reported an original bill combining the 

ve bills. 


MAIN PROVISIONS OF THE BILL 


A good many provisions of the bill are of a minor technical, clari- 
fying, or perfecting nature. The other provisions make important 
changes or innovations in the law pertaining to the Foreign Service 
and the Department of State. These provisions are summarized, 
explained, and justified below. References to the ‘‘act’’ in the dis- 
ee below mean the Foreign Service Act of 1946, as amended. 

Section 2—New Class Structure for Foreign Service Staff Person- 
Fo pls va 2 of the bill would revise section 415 of the act so as to 
reduce the number of classes of Foreign Service staff personnel from 
22 classes to 10 classes. ‘This change in class structure complements 
the change in the structure of the Foreign Service officer category 
which was made in 1956. Classes 15 through 22 under the old staff 
structure have not been used for some time. A smaller number of 
classes has proved to be adequate in differentiating the duties and 
responsibilities of typical jobs carried out by staff personnel overseas. 
These jobs are primarily in the secretarial, technical, and custodial 
categories. 

The salaries of the top three classes in the new staff schedule are 
the same as the salaries of classes 3, 4, and 5, respectively, of the 
Foreign Service officer salary schedule. Information as to the cost 
and numbers of Foreign Service staff personnel involved in this 
change is shown below in connection with the discussion of the tem- 
porary provisions providing for the conversion of staff employees 
from the old class structure to the new structure (sec. 51). 
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2. Section 2—Employment of Staff Personnel Overseas at Less Than 
the Rates Prescribed for Foreign Service Staff Officers and Employees.— 
Section 2 of the bill would also add a new subsection (b) to section 
415 of the act which would authorize the Secretary of State admin- 
istratively to prescribe salaries less than those given in the statutory 
schedule for Foreign Service staff employees in those cases abroad 
where it is desirable to employ U.S. citizens locally in a foreign 
country who are not available or are not qualified for transfer to 
other posts. 

Two examples may illustrate the occasion for the use of this proposed 
new authority. There are cases where a person living in a foreign 
country may possess U.S. citizenship, for instance by reason of having 
been born in the United States during a visit of his parents here, and 
yet he may in all other respects be a typical native of the foreign 
country. The U.S. mission may wish to employ such a person in a 
minor capacity and would not wish to pay him higher than the prevail- 
ing local rates for the kind of work involved merely because he 
happened technically to be an American citizen and entitled as such to 
the statutory Foreign Service staff salary. A second example concerns 
the frequent instance when a U.S. mission wishes to hire the wife, for 
instance, of a resident U.S. businessman to do clerical work in the 
mission. Such persons may be very useful to the mission yet would 
not be available for entrance into the regular Foreign Service staff 
category and subject to transfer from post to post. In using the 
proposed new authority in this latter category of cases the committee 
cautions against abuse of the authority by paying Americans, who 
would merit a salary at or near the statutory schedule of a regular 
Foreign Service staff officer, at unreasonable rates below the statutory 
schedule. 

3. Section 6—Classification of Foreign Service Officer Positions in the 
Department of State——Section 6 of the bill amends section 441 of the 
act relating to the classification of positions. The existing position 
classification distinction between the categories of Foreign Service 
officer and Foreign Service staff officer is removed. Secondly, the 
Secretary is authorized to classify positions in the Department in 
accordance with Foreign Service standards without regard to the 
Classification Act of 1949, as amended. Up to the present time the 
Secretary has been designating certain positions in the Department 
as Foreign Service positions and classifying them under the Classifi- 
cation Act without clear legislative authority. He has been doing so 
under an arrangement embodied in an exchange of letters between 
the House Committee on Government Operations and the Civil Serv- 
ice Commission (see H. Rept. No. 1673, 83d Cong.). Some 1,500 posi- 
tions in the Department now have a dual designation of ‘Foreign 
Service officer position” together with a grade level established under 
the Classification Act. Under the new language of section 441 of the 
act the Secretary may designate positions, including new positions, 
without such a grade level under the Classification Act. Under the 
new arrangement no grade allocation will be necessary unless the posi- 
tion is to be filled by a non-Foreign Service persen. 

The committee wishes to take this occasion to comment on the 
evidence which has been accumulating for some time that the Depart- 
ment of State has gone too far in carrying out the recommendations 
of the Wriston report calling for additional positions in the Depart- 
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ment of State to be designated as Foreign Service officer positions, 
Evidence has been brought to the attention of the committee regard- 
ing the International Educational Exchange Service (IES), the Bureau 
of Intelligence and Research (INR), and the Policy Planning Staff 
(S/P) constituting three examples of the committee’s concern. 

The work of the International Educational Exchange Service is 
painstaking and specialized. The work of the Bureau of Intelligence 
and Research is scholarly, specialized, and requires long familiarity 
with narrowly defined masses of material. The work of the Policy 
Planning Staff requires senior specialists, for instance officers skilled 
in military planning who must work closely with their opposite 
numbers in the Department of Defense. The characteristic of much 
of the work of these three bureaus in the Department of State is that 
long continuity of service is highly desirable. Typical assignments 
of Ioreign Service officers to these bureaus are for 2-year periods. 
These periods are long enought perhaps for the Foreign Service officer 
to become familiar with the work but not long enough for him to make 
an effective contribution. Moreover, the nature of the work is fre- 
quently so different from that which a Foreign Service officer is ac- 
customed to doing overseas that many officers dislike such assignments 
and fail to put forth their best effort. 

The committee is by no means of the opinion that no Foreign 
Service officer should be assigned to the aforementioned bureaus in 
the Department of State—these bureaus have been given merely as 
examples of the problem. The committee is cf the opinion, however, 
that too many positions in these bureaus and others like them in the 
Department have been designated as Foreign Service officer positions. 
The committee has requested by December 1, 1959, a detailed report 
reviewing the original designation of Foreign Service officer positions 
throughout the Department pursuant to the Wriston program and 
discussing any changes in such designations which may have occurred 
since. The comment of the Department is requested on the views 
of the committee just set forth. 

4. Section 7—Compensation for Alien Employees.—Section 7 of the 
bill would revise section 444 of the act, pertaining to compensation 
for alien employees hired overseas, in two principal respects. First, 
the principle in existing law of compensating alien employees according 
to the rule “equal pay for equal responsibility” is being replaced by 
the policy of paying Last employees in accordance with “prevailing 
wage rates and compensation practices for corresponding types of 

ositions in the locality to the extent consistent to the public interest.” 

he existing language has proved difficult to implement in certain 
countries where, for instance, women are not paid the same wages as 
men for the same work. Although the U.S. missions would prefer to 
follow nondiscriminatory wage policies in these instances, it is some- 
times offensive to foreign governments and upsetting to local condi- 
tions to do so. 

The second change in section 444 is the deletion of the requirement 
that the Board of the Foreign Service advise the Secretary on the 
salary schedules for overseas local (alien) employees. It has proved 
unnecessary and impractical to obtain the advice of the Board on 
such matters. 

5. Section 7—Permission for Other Government Agencies to Use 
Authority Available to the Department of State in Their Employment of 
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Aliens Overseas.—Section 7 of the bill would add new language to 
section 444 of the act which would authorize U.S. Government agen- 
cies performing functions abroad to administer local employee pro- 
grams in accordance with the applicable provisions of the Foreign 
Service Act. The purpose of the provision is to facilitate uniform 
employment practices abroad by all U.S. Government agencies. The 
committee considered designating the Secretary of State as the single 
official of the Government empowered to prescribe wage scales for 
local employees but upon being presented with evidence that volun- 
tary cooperation among the agencies is now working satisfactorily, 
the committee recommends leaving the existing practice the way it is. 

6. Section 8— Extra Pay for Courier Duty—Section 8 of the bill 
would introduce a new section 447 into the act which would permit 
the Secretary to establish rates of extra pay not to exceed 15 percent 
of basic salary for persons assigned to duty as couriers. It appears 
clear to the committee that courier duty is a duty analogous to the 
various kinds of hazardous duty in the armed services and certain 
civilian agencies which is compensated for by extra pay. Depart- 
ment of State couriers spend long hours flying as part of their duties 
and many have sustained injury and some have been killed in this 
service. The proposed maximum of 15 percent extra pay does not 
seem to the committee to be excessive due to the fact that hazardous 
duty pay in the armed services ranges from a minimum of 17 percent 
to a maximum of 64 percent depending upon the rank of the person 
and the duty involved. 

7. Section 9— Policy on Language and Other Qualifications for the 
Assignment of Chiefs of Mission and Foreign Service Officers in Foreign 
Countries. — Section 9 of the bill would add a new section 500 to the 
act stating the policy that chiefs of mission and Foreign Service officers 
shall have to the maximum practical extent a knowledge of the 
language, culture, history , and institutions of the countries in which 
they are to serve. 

Probably the only reason this policy is not now a part of the Foreign 
Service Act is that it was thought to be self-evident. The policy is, 
however, either not self-evident or else implementation of the policy 
has failed in a disturbing number of cases. Such failure is inexcusable 
on the part of the U.S. Government. The richest country in the 
world can afford to employ, train, and send well-qualified Foreign 
Service officers wherever they are needed. The importance of their 
work demands no less. 

The committee continues to be disappointed from time to time 
about nominations for ambassadorial posts. There are too many 
nominees, career and noncareer, who are merely so-so, not bad enough 
to reject but not really first rate. 

Whether or not the policy statement in the proposed section 500 
becomes a part of the law, the Committee on Foreigh Relations in- 
tends to continue its practice of measuring nominees for chiefs of 
mission against the standard expressed in the new section 500 and 
will apply the standard with increasing particularity. 

7. Section 10(b)—Appointments of New Foreign Service Officers 
Directly to Class 7.—Section 10(b) of the bill will add a new subsection 
(b) to section 516 of the act which would permit the appointment of 
Foreign Service officers directly to class 7 when, in the opinion of the 
Secretary, their age, experience, or other qualifications make such an 
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appointment appropriate. This provision will take care of the infre- 
quent instances where graduate students having more than the usual 
amount of training or experience could expect higher starting salaries 
than afforded by class 8 appointments if they accepted jobs in private 
industry or other Government agencies. Under the new section 
516(b) they could be given the higher salaries of class 7. The De- 
partment of State intends to limit these appointments to candidates 
who (1) are at least 28 years old; (2) have a record of graduate training 
or employment which clearly demonstrates extra ability; (3) havea 
modern foreign language competency. The committee endorses these 
standards in the proposed regulations of the Department. 

8. Section 11(6)—Previous Government Service as a Prerequisite to 
Lateral Entry.—Section 11(b) of the bill would revise section 517 of 
the act by removing the existing ceiling on lateral appointments of 
persons to the Foreign Service officer category. Lateral entry refers 
to the appointment of persons at an intermediate class in the Foreign 
Service officer category, depending on the age and experience of the 
appointee. Now that the so-called Wriston personnel integration pro- 
gram has been completed, the number of lateral entrants should de- 
pend simply upon the needs of the Service as determined by the 
Secretary. 

The number of persons entering the Foreign Service officer category 
laterally will not change from current rates in all probability because 
the committee bill retains the requirement of 3 or 4 years, depending 
on age, of previous service in a Government agency as a prerequisite 
to lateral entry. The committee wishes to make sure that additional 
personnel or specialists needed urgently in the Service can be em- 
ployed as the needs of the Service require, but it is convinced that the 
best way to bring such persons into the Service is by giving Foreign 
Service Reserve officer appointments to those coming directly from 
private life or by permitting the lateral entry directly to the Foreign 
Service officer category of those having previous Government ex- 
perience. Thus, under either of these routes the Foreign Service will 
be able to maintain its career nonpartisan features and the Secretary 
of State will not be troubled by outside pressure to insert inexperienced 
persons into the Foreign Service officer group. 

9. Section 12(b)— Reappointment of an Officer Who Has Left the 
Foreign Service-— Section 12(b) of the bill would amend section 520(a) 
of the act by removing the present requirement that Foreign Service 
officers who resign and later ask reinstatement must have served con- 
tinuously in the Government between the time of leaving the Foreign 
Service and the time of reappointment to the Service. It sometimes 
happens that an officer is obliged to resign from the Service through 
no fault of his own. If for instance his wife should become ill and 
unable to accompany him on foreign assignments, the Committee 
believes that the President should have authority to reappoint such 
officers to the Service when they again become able to serve. The 
rationale behind the requirement of previous Government service, 
discussed immediately above in connection with lateral entry, would 
seem to be inapplicable to cases arising under section 520(a) of the 
act because in those cases the persons involved have already been 
Foreign Service officers and have fulfilled all of the requirements for 
such appointment. 
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10. Section 14—Limited and Probationary Appointments for Staff 
Officers.—Section 14 of the bill would revise section 531 of the act 
so as to clarify the authority of the Secretary of State to make tem- 
porary, limited, and other types of appointments of staff officers and 
employees as the needs of the Service require. The new section also 
makes it clear that the Secretary may terminate at any time and 
without regard to the provisions of any other law staff officers ap- 
pointed for temporary or limited service or who occupy probationary 
status. 

The customary probationary period for staff officers is 2 years, and 
the Department will not specify longer periods. The usual reason 
for termination of temporary, limited, or probationary employees is 
that there is not sufficient work for such employees to do or that the 
specific work for which they were employed has ended. The Secre- 
tary’s discretion is, however, not limited to such reasons. In the case 
of persons on probationary status, he may terminate their employment 
if their work is not satisfactory or if for various reasons they appear 
not to be suitable for foreign assignments. If, however, the Depart- 
ment’s reason for terminating a staff officer on temporary, limited, or 
probationary appointment is the person’s supposed misconduct, that 
is, conduct reflecting adversely on the integrity or character of the 
person, then the new version of section 531 requires that such person 
os given a hearing in accordance with the provisions of section 637 of 
the act. 

11. Section 16(a)—Elimination of Salary Differential for a Foreign 
Service Officer Who Is Assigned to a Position in Washington Designated 
as a ‘Foreign Service Officer Position.’’—Section 16(a) of the bill adds 
a new sentence to section 571 of the act which would eliminate any 
salary differential being paid to a Foreign Service officer who occupies 
@ position in the Department which is also designated as a ‘Foreign 
Service officer position” and which carries a higher salary than the 
officer’s Foreign Service salary. The former policy, allowing the 
Foreign Service officer to collect the difference, is inconsistent with the 
Foreign Service theory of appointment to a class and not to a particu- 
lar job. Authority will continue to pay such a differential if an officer 
or employee of the Service is assigned to a position in the Department 
that is not so designated. Thus the salary differential—the differ- 
ence between the officer’s salary and the salary of the position which he 
occupies—would continue to be paid in those cases in which the posi- 
tion is in a Government agency other than the Department of State 
or a position not also designated as a “Foreign Service officer position”’ 
within the Department of State. 

12. Section 16(c)—Housing Allowance for Officers on Assignment in 
Washington.—Section 16(c) of the bill would add a new section 571 (e) 
to the act granting a differential applied to basic salaries of 8 to 13 
percent, according to the number of dependents, in the case of Foreign 
Service officers assigned to duty in the United States between assign- 
ments abroad and Foreign Service officers of class 7 or 8 assigned to 
duty here prior to duty abroad. 

This new provision is designed to give the same kind of financial 
assistance to Foreign Service officers assigned to Washington as has 
long been afforded to military personnel in the same circumstances. 
Foreign Service personnel coming to Washington for a relatively short 
time have many additional expenses, largely relating to housing, than 
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employees who live here all the time. Foreign Service officers are 
now receiving a transfer allowance and hotel expenses while locating 
more permanent housing, but these allowances meet only a small part 
of their extra expenses. The proposed additional allowance is fixed 
at an amount which may be expected to meet about one-half of 
typical housing costs while on duty in the United States. 

13. Section 18—Foreign Language Knowledge a Prerequisite to 
Assignment.—Section 18 of the bill would introduce a new section 578 
in the act which would require the Secretary to designate every Foreign 
Service officer position in a foreign country whose incumbent should 
have a useful knowledge of a language of the country. After a 5-year 
period to allow for increased training in foreign languages, each posi- 
tion so designated would be filled only by a qualified person. The 
Secretary would be able to make exceptions to this requirement for 
individuals or when special or emergency conditions existed. 

One of the most common and justified criticisms of the Foreign 
Service today is the low level of language competency throughout the 
Service. The facts are familiar that 70 percent of new Foreign 
Service officers come into the Service without a knowledge of any 
foreign language. Fifty percent of officers already in the Service lack 
a knowledge of any foreign language. The figure on deficiencies in 
the more difficult languages are not available but the committee has 
no reason to think the figures are any better with respect to them. 

Language competence in the Foreign Service is primarily a function 
of money and people. With adequate appropriations and adequate 
numbers of intelligent officers, any desired level of language com- 
petence can be obtained. The committee intends that foreign lan- 
guage competence be raised substantially—not for its own sake—but 
based on actual needs in U.S. missions overseas. The committee 
expects that the designation of Foreign Service officer positions abroad 
requiring language competence shall be based largely on the recom- 
mendations of the mission chief without regard to current budgetary 
targets. The Department of State estimates that the implementation 
of the proposed new section 578 will cost about $250,000 per year over 
a 5-year period. This would seem to be a small price when measured 
against the urgent need. 

14. Section 19—In-Class Promotions of Foreign Service Officers.— 
Section 19 of the bill would amend section 625 of the act so as to 
eliminate a possible conflict between the policy of that section, relating 
to in-class promotions of Foreign Service officers, and the policy of 
the Government Employees’ Incentive Awards Act (title [1[, Public 
Law 763, 83d Cong.), authorizing cash awards for superior service. 
The committee believes that while the cash awards program is excellent 
the special needs of the Foreign Service make it appropriate to award 
within-class increases for certain kinds of excellence such as the learn- 
ing of unusual foreign languages on an officer’s own initiative. 

15. Section 20—Relationship Between Promotions and Functional 
and Geographic Area Specialization —Section 20 of the bill would add 
a new section 626 to the act expressing the policy that more functional 
and geographic area specialization is needed in the Foreign Service 
and prohibiting such specialization from prejudicing promotions of 
officers up through class 1 in the Service. 

The traditional assignment policy in the Foreign Service has been 
based on the premise that an officer is not fully qualified to be a 
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mission chief unless he has had service in each of four or five main 
geographic areas in the world. It may be as a result of such a policy 
that the Government is short of topnotch specialists in some of these 
great geographic areas. 

Existing assignment policy with regard to functional specialization 
appears to result in an officer having 2 or 3 years’ experience in six 
or eight different types of work. The committee is concerned lest 
this policy result in developing an officer who is a jack of all trades 
and master of none. 

With respect to geographic specialization the committee would 
like to see a situation in which incoming officers would be assured that 
most of their careers would be devoted to one of the larger geographic 
areas. They could then concentrate on the languages, culture, and 
problems of the area and develop outstanding excellence. For exam- 
ple, after an appropriate period of brief orientation assignments, an 
officer might specialize in Arabic and in the problems of the great, 
area lying between Morocco and Pakistan and spend the greater part 
of his career in assignments which would take him alternately to that 
area, to Washington, to some third area country having important 
ties with that area. 

With regard to functional specialization the committee believes 
that it would be better for a Foreign Service officer to concentrate on 
one field of work—say economic matters or administration—for a 
substantial part of his career until he reaches the level of, say deputy 
chief of mission, at which point he would have the choice of finishing 
his career as a senior ssovialie’ or taking on broader executive responsi- 
bilities and look forward to promotion to the levels of career minister 
or career ambassador. 

The committee expects that the precepts given to promotion panels 
and the instructions given to assignment panels will be revised in 
accordance with the policy laid down in the new section 626. 

16. Section 24—Accelerated Selection-Out Benefits Section 24 of 
the bill amends section 634(b)(1) of the act to authorize the Secretary 
in special instances to combine the installments of severance payment 
to which an officer is entitled when he is retired early from the Foreign 
Service in accordance with section 633 of the act. The usual thing 
would be for the selection-out benefits to be paid in three annual 
installments but the change in section 634(b)(1) will permit the Secre- 
tary in his discretion to accelerate the payments where the officer has 
an unusual financial need. These payments will be made from the 
Foreign Service retirement and disability fund. 

17. Section 27—Consolidated Separation for Cause Provision.— 
Section 27 of the bill combines in a revision of section 637(a) of the 
act several provisions of the act relating to separation for unsatisfac- 
tory performance of duty, misconduct and malfeasance. The Secre- 
tary is given complete discretion to separate Foreign Service officers, 
Foreign Service Reserve officers, and Foreign Service staff personnel 
for such ‘‘cause as will promote the efficiency of the Service.” This 
— which is applicable to the Civil Service, is taken from the 
Joyd-La Follette Act of 1912. Although the Secretary has complete 
discretion in defining causes for dismissal which will promote the effi- 
ciency of the Service, the revised section requires that officers separated 
under it shall be given a hearing by the Board of the Foreign Service 
and requires the establishment of such cause at such hearing. An 

4564759 ——2 











10 FOREIGN SERVICE ACT AMENDMENTS OF 1959 





officer may waive his right to a hearing. Foreign Service officers of 
class 8 or other officers in a probationary status or serving under 
limited or temporary appointments have a right to a hearing only in 
cases where the reason for their proposed separation from the Service 
is misconduct. Section 637(a) as it is amended deals with separations 
on a case-by-case basis. The language of the section could not be 
the basis for a general reduction in force. 

18. Section 27—Extension of Deferred Annuity Rights to Persons 
Separated From the Service for Cause.—Section 27 of the bill would 
amend section 637(b) of the act to provide that an officer separated 
from the Service for cause may receive a refund of his contributions 
to the Foreign Service retirement and disability fund, with interest, 
or he may elect to receive a deferred annuity payable when he reaches 
the age of 60. The committee approved this change but inserted a 
clause providing that a deferred annuity would not be available in 
cases ‘‘where the Secretary determines that separation was based in 
whole or in part on the ground of disloyalty to the United States.’’ 

Under the present law certain officers separated for unsatisfactory 
performance of duty may receive an immediate limited annuity. 
Officers separated for misconduct are entitled merely to a refund of 
their contributions to the fund. The committee agrees (except as to 
disloyalty cases) with the view of the Department of State that, even 
though an officer may be separated for cause, after he has served at 
least 5 years he should not be denied the annuity benefit which he 
has earned by reason of his contributions and his period of satisfactory 
service. 

19. Section 28—Termination of Service of Reserve Officers and Staff 
Officers with Limited Appointments.—Section 28 of the bill would 
insert a new section 638 in the act which would permit the Secretary 
notwithstanding any other law to terminate at any time the service 
of any Reserve officer or staff officer serving under a limited appoint- 
ment. This is the same principle as is contained in revised section 
531 of the act discussed above under section 14 of the bill. The 
committee inserted a provision regarding separations for misconduct 
in the proposed new section 638 similar to that contained in revised 
section 531. 

A special problem under the proposed new section 638 arises by 
reason of the concern of a certain group of 45 officers under limited 
Reserve appointments that the new authority may be used to termi- 
nate their employment. They accepted Foreign Service Reserve 
officer status at the encouragement of the Department of State. 
The committee inserted, with the concurrence of the Department, @ 
provision which will insure that these officers will be retired when 
their limited appointments run out but not before. 

20. Section 30—Longevity Increases for Foreign Service Staff Em- 
ployees.—Section 30 of the bill would add a new subsection 642(b) to 
the act which would authorize the Secretary to establish a system of 
longevity increases for staff personnel. The Classification Act m- 
cluded the principle of longevity increases some years ago. 

Work performed by staff personnel is highly essential but its nature 
is such as to contain inherent limitations on opportunities for promo- 
tion in some categories of work. In addition the staff group now 
includes a substantial number of older employees who were unable to 
quality for various reasons under the Wriston program for lateral entry 
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into the Foreign Service officer category. There is therefore somethin 
of a morale problem within this segment of the Foreign Service staff 

oup which can be alleviated by the enactment of the proposed new 
subsection 642(b). 

Longevity increases will not be automatically awarded; they will be 
given in recognition of both longevity and performance. The longevity 
periods will be established by the Secretary by regulation. 

21. Section 31—Orientation and Language Training for Wives of 
U.S. Government Employees in Anticipation of Assignment Overseas.— 
Section 31 of the bill would add a new sentence to section 701 of the 
act giving the Secretary authority to provide orientation and language 
training to wives of Government employees in anticipation of assign- 
ment of such employees abroad. The Department of State has been 
giving such training of a space-available basis for some time but the 
practice ought to be specifically authorized by law. The Department 
asked for authority to train ‘‘dependents’”’ of employees but the com- 
mittee limited the authority to ‘“‘spouses,’’ and inserted the phrase 
“co the extent that space is available” in order to keep such training 
to reasonable numbers. 

22. Section 32(b)—Alien Language Teachers for the Foreign Service 
Institute—Section 32(b) of the bill would add a new subsection 
704(e) to the act permitting the Secretary to employ aliens for the 
Foreign Service Institute either by appointment to the staff on a full or 
part-time basis or by contract for services. This proposed authority 
would apply both in the United States and abroad because the Foreign 
Service Institute operates several language training schools overseas. 
The new authority is essential because, of course, it is sometimes 
difficult to find American citizens sufficiently well qualified to provide 
instruction in esoteric languages and other specialized subjects taught 
at the Foreign Service Institute. The authority to employ by con- 
tract is essential since some language teachers are available in the 
United States for only short periods of time and because some Insti- 
tute courses are given periodically. 

23. Section 32(b)—Monetary Incentives for Proficiency in Esoteric 
Languages.—Section 32(b) of the bill also would add a new subsection 
704(f) to the act which would authorize the Secretary to provide 
special monetary incentives to encourage the acquisition or retention 
of proficiency in esoteric foreign languages or other special abilities 
needed in the Service. The committee believes this new authority 
is necessary but desires that it be employed very cautiously. The 
term “esoteric foreign languages’ certainly does not include such 
languages as French, German, Spanish and Italian which many 
Americans have an opportunity to learn. In the administration of a 
language incentives program language proficiency must be tested 
frequently and standards of competency must be kept high. 

The “special abilities’ which are to be encouraged are not the 
traditional skills expected of Foreign Service officers nor the ordinary 
academic disciplines which reasonably well educated officers bring 
with them into the Service. 

24. Section 33(b)—Transfer of Foreign Service Staff Officers to the 
Foreign Service Retirement System.—Section 33(b) of the bill adds a 
hew subsection 803(c) to the act providing for mandatory participation 
i the Foreign Service retirement and disability system of certain 
staff officers and employees. The proposed subsection 803(c) (1) would 
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provide for the automatic transfer of Foreign Service staff officers 
with at least 10 years service from the civil service retirement system 
to the Foreign Service retirement system. Their contributions to the 
civil service retirement fund would be automatically transferred and 
they would be required to make no additional contribution and they 
would get no refund as a result of the shift from one retirement 
system to the other. 

The new subsection 803(c)(1) recognizes the fact that Foreign 
Service staff personnel serve overseas under the same conditions ag 
Foreign Service officers who, under the Foreign Service retirement and 
disability system, are required to retire at age 60 (rather than age 70 
as under the civil service system) because of the rigors of some foreign 
climates and the burdens of moving periodically to new working and 
living situations. 

The new subsection 803 (c) (2) provides for retirement on a gradual 
scheduled basis over a 5-year period of staff personnel who are above 
the mandatory retirement age at the time they become par ticipants in 
the system. This new early retirement provision will not go into effect 
until 1 year after the other provisions of the bill go into effect. Sub- 
section 803(c)(2) would involuntarily retire a group of some 400 older 
staff officers who would not have been required to retire for periods up 
to 10 years longer it they were permitted to stay under the Civil Serv- 
ice retirement system. ‘The committee understands that most of the 
persons in this group welcome the new provisions but there are some 
who may have failed to make adequate financial Prov isions for such 
involuntary early retirement and who are therefore adversely affected. 

These 400 older staff officers constitute, in the view of the Depart- 
ment, a “hump problem” analogous in many ways to that dealt with 
recently by the Congress in legislation pertaining to the Navy. The 
Department of State believes that it would be in the interest of the 
Service to accelerate the retirement of these 400 staff officers, most of 
whom have been unable to qualify for lateral appointment as Foreign 
Service officers because they were too old. 

Because it is in the interest of the Government that retirement of 
these persons be accelerated the committee decided that their financial 
problems should be eased by the Government. The committee in- 
serted a provision in the bill which would give to such involuntary 
retirees the same kind of financial aid as is given to Foreign Service 
officers who are selected out. Involuntary retirees would receive, in 
addition to their retirement benefits, one-twelfth of a year’s salary for 
each year’s service not exceeding a total of 1 year’s salary. This 
amount would be payable in a lump sum at the time of retirement. 
The Department of State estimates that this temporary provision, 
over the 5 years that it will operate, will cost approximately $676,000, 
which will be paid out of the Foreign Service retirement and disability 
fund, no appropriation being required. 

It appears possible that some members of this group of involuntary 
retirees may not have knowledge of this possibility. The committee 
urges the Department to disseminate information about this matter 
widely so that persons affected can take appropriate steps to minimize 
any adverse financial consequences which can be foreseen. 

25. Section 35—Increase From 5 to 6% Percent in Foreign Servvee 
Personnel Contributions to the Retirement Fund and Matching Contr- 
butions by the Government to the Fund.—Section 35 of the bill would 
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amend section 811 of the act to place the financing of the Foreign 
Service retirement and disability fund on the same basis as the civil 
service retirement system. It would increase the rate of contribution 
to the Foreign Service retirement and disability fund from 5 to 6% 
percent of basic salary. It would also provide a matching contribu- 
tion to the fund from the appropriation for Foreign Service salaries. 

The cost of the proposed matching contribution to the fund will 
be $2.5 million per year. The Department of State has been getting 
annual appropriations for the fund averaging $1.5 million for the last 
4years. There were no payments to the fund out of appropriations 
for several years prior to that. The fund’s potential liabilities there- 
fore exceed its assets and the proposed $2.5 million annual matching 
contribution will enable the fund to restore financial balance. 

26. Section 36(a)— Benefits for Survivors of Foreign Service Officers — 
Section 36(a) of the bill would revise sections 821(b) and 821(c) of 
the act to provide benefits for surviving spouses and children of 
participants in the Foreign Service retirement system like the benefits 
provided for survivors of participants in the crvil service retirement 
system. 

‘The proposed changes in section 821 will increase survivor benefits 
at a reduced cost to the participant. The proposed formula for com- 
puting a joint and survivorship annuity under which the retiring 
officer elects to receive a reduced annuity and, upon death, an annuity 
for a wife or a husband, and the proposed formula for computing annui- 
ties for surviving dependent children are similar to those now in the 


civil service retirement system. The following example from pages 
234-235 of the hearings will illustrate the advantages to the participant 
of the proposed formula over the existing formula. 


Average salary for highest 5 years of service 
Annuity (2 percent times 30 years of service) 


Existing Proposed 


Maximum survivor annuity__.. $2, 500| Maximum survivor annuity___. $3, 000 
Cost to officer Cost to officer (2% percent of 
Officer’s reduced annuity $2,400 equals $60; 10 percent 

Maximum surviving annuity of $3,600 equals $360) 420 

payable to a dependent child_ Officer’s reduced annuity ; 5, 580 
Maximum surviving annuity 
payable to a dependent child: 

With surviving parent. —__ 600 

With no surviving parent__ 720 

The change in section 821(b) also eliminates a so-called gambling 
provision from existing law which now permits the participants to 
accept a further reduction of 5 percent of the spouse’s annuity in order 
o provide for restoration of the full annuity if the spouse predeceases 
the participant. This gambling provision is not based on sound 
actuarial principles. 

Benefits for surviving children of participants in the Foreign Service 
tetirement and disability system are being provided for the first time 
m this bill. They have long been available under the civil service 
Tetirement system. 

27. Section 37(a)—Return to Duty of Person Recovered From Dis- 
Waty.—Section 37(a) of the bill would amend section 831(b) of the 
act relating to disability annuitants. Three principle changes are 
made: First, the provisions on annual examinations of disability an- 
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nuitants are made more strict; second, new authority is given to 
permit the return to active duty in the Service of a disability annuitant 
who recovers sufficiently; third, the Secretary is given authority to 
establish by regulation a board of physicians who will advise him with 
regard to disability annuitants. 

28. Section 839—The Right to a Deferred Annuity of Person Who 
Voluntarily Leaves the Foreign Service After 5 Years.—Section 39 of 
the bill would add a new section 834 to the act which will permit a 
participant in the Foreign Service retirement system, upon voluntary 
separation from the Service after 5 years, to choose either to have his 
contributions to the fund returned to him with interest or to leave his 
contribution in the fund and receive a deferred annuity, based on his 
years of service and salary at the time of his separation, commencing 
at age 60. Similar deferred annuities are provided under the civil 
service retirement system. 

29. Section 46—Amount of Permissible Earnings by Foreign Service 
Annuitants Who Are Reemployed by the Federal Government.—Section 
46 of the bill would add a new section 872 to the act dealing with the 
question of the limit on earnings of an annuitant if he returns toa 
Government job. Under present law a Foreign Service retiree who 
is reemployed in the Federal Government must forfeit his annuity 
during such reemployment. Under the civil service retirement 
system, a retired employee may be reemployed by the Government 
and continue to receive his full annuity, plus the difference, if any, 
between the annuity and the salary of the position to which he 
appointed. 

Unfortunately, in the view of the committee, the provisions of the 
Civil Service Retirement Act place the Federal Government in an un- 
favorable position to compete with private industry in obtaining the 
services of retired Federal personnel whose reemployment would bene- 
fit the Government. This is because such persons when hired in 
private industry may keep their annuities and receive the full amount 
of the salary in private industry. 

The committee recommends the adoption of the new section 872 
which would entitle a retired Foreign Service employee to receive the 
salary of a position to which he may be appointed plus so much of his 
annuity which, when combined with such salary, does not exceed the 
highest salary which such employee was entitled to receive when he 
retired from the Foreign Service. The committee believes that this 
provision will be more fair to retired personnel and will be in the public 
interest. 

30. Section 48—Clarification of Authority to Lend Foreign Servet 
Employees Overseas Household Furniture —Section 48 of the bill would 
amend section 812 of the act so as to make it clear that the Secretary 
of State may lend furniture, such as chairs and tables as distinguis 
from equipment such as refrigerators, to Foreign Service employees 
overseas for use in personally owned or leased residences. The purpose 
of this provision, thus amended, is to save shipping costs. Certaim 
oversea missions have established pools of furniture which can be 
loaned to employees, thus saving the cost of shipping such furniture 
from the United States or from some other distant Foreign Service 
post. ; 

31. Section 49—Clarification of Authority To Ship Foreign Sent 
Employees Vehicles —Section 49 of the bill would amend section 913 
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of the act so as to substitute “motor vehicles or replacement thereof”’ 
for the word ‘‘automobiles.”” The Comptroller General has ruled that 
“automobiles” does not mean motorcycles or motor scooters. Since 
it would be cheaper for the Government to transport motorcycles and 
motor scooters than automobiles, the committee believes that it would 
be advantageous to broaden the scope of section 913. The committee 
expects the Department in administering section 913 to establish by 
regulation some reasonable limit on the number of motor vehicles 
which may be transported for Foreign Service personnel within appro- 
priate periods of time. 

The committee urges the Department of State to give further study 
to the matter of transportation of vehicles overseas for the official use 
of U.S. missions. It suggests, for example, that greater use be made 
of motor vehicles built in the country of the mission since road or 
other conditions are frequently such as to make locally built cars more 
appropriate and, certainly, less expensive than American cars, count- 
ing the transportation costs from the United States. In circumstances 
warranting transportation of American cars overseas for official use, 
the committee believes that small American cars are just as useful 
and less offensive to foreign sensibilities than the larger American 
cars. 

32. Section 51—Conversion Table From the Present Foreign Service 
Staff Class and Salary Schedule to the Schedule Established by Section 2 
of the Pill—Section 51 of the bill contains temporary provisions pro- 
viding for an orderly and equitable/ ransfer of Foreign Service staff 
officers and employees from their present classes and salaries to the 
new classes and salaries prescribed by the revised section 415 of the 
act. Under the conversion scheme no Foreign Service staff person 
will have a reduced salary. The numbers of persons involved in this 
transfer in each class and the average salary adjustment in the various 


classes are shown in the following table taken from page 209 of the 
hearings: 


| 

Number Conversion to new schedule Average per 

Present FSS class on rolls " Mia ai | annum Total 
Dec. 31, | salary cost 
Number adjustment ! 





30 | Fss 30 $155 $4, 666 
SM teens 15 204 3, 060 
SS; 9 67 605 

33 | FSS-! ete: 33 120 3,97 
3s, fFSS- cS 17 222 770 
5 I FSs-3..___- 18 132 380 
50 | Fss : 50 147 360 
ape. stat ---ce- 19 169 210 
50 122 115 

72 | FSs 72 47 415 
164 ' SS-5_... 164 35 705 
; ees 37 100 700 
323 ; 286 95 080 
S8-6___. 171 136 220 
538 |i Fs 367 80 370 
922 | Fs: 922 18 5, 740 
938 | FSS 938 30 | 580 
445 | FSS 445 28 | 12, 355 
a... 1 15 15 


BEEN co cn go. go aap go 


BPRS 














S06 1 3, 644 51 186, 660 





SSS SSS SS SSS SSD 


ie av 
hes been 


th The average salary adjustment has been rounded off to the nearest'dollar. Consequently as 


ge per annum adjustment by the number of individuals does not exactly equal the total cost w 


ich 
n computed on the basis of actual salary adjustments. 
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33. Section 62—Authority to use Taxicabs in Lieu of Government 
Vehicles in Certain Cases. Section 52 of the bill would amend section 
11 of Public Law 885, 84th Congress (70 Stat. 890) by making it 
possible for the chief of a diplomatic mission to approve the use of 
taxicabs, in addition to Government-owned vehicles, for the trans- 
portation of Government employees from their residence to the office 
and return when public transportation facilities other than taxicabs 
are unsafe or not available. The committee understands that the 
use of taxicabs will be authorized typically in those cases where the 
use of Government-owned vehicles necessitates the use of chauffeurs 
and makes this form of transportation more costly than the use of 
taxicabs. 

34. Section 53—Exclusion from Gross Income for Tax Purposes of 
Disability Annuity Payments. Section 53 of the bill would amend 
section 104(a) of the Internal Revenue Code of 1954 to exempt disa- 
bility annuities from Federal income tax. This change is consistent 
with provisions of the Internal Revenue Code relating to disabilities 
annuities payable to other Government employees by the Bureau of 
Employees Compensation. The change is favored by the Treasury. 

35. Section 54—Elimination of Free Official Services and Passports 
for American Vessels and Seamen Respectively. Section 54 of the bill 
would amend section 12 of the act of June 26, 1884 (22 U.S.C. 1186) 
which now prohibits the charging of fees by consular officers for 
official services to American vessels and seamen. The Department 
will establish a reasonable schedule of fees for such services, and give 
reasonable notice to the parties affected, but it will not make a charge 
for services required by law or services which are primarily in the 
public interest. 

Section 54 also amends section 1 of chapter 223 of the act of June 4, 
1920 (22 U.S.C. 214) by eliminating free passports to American 
seamen. No objection was registered with the committee to this 
change and the original reason for the provision has long since passed. 

36. Section 55.—Increase in the Authorization of Appropriations for 
the Foreign Buildings Program of the Department of State.—Section 55 
of the bill would add a new subsection (c) to section 4 of the Foreign 
Service Buildings Act, 1926, as amended (22 U.S.C. 295) which would 
increase by $100 million (of which $50 million represents foreign cur- 
rencies) appropriations authorized for the purpose of erecting office 
buildings and other buildings needed by U.S. missions overseas. 

The Department of State presented to the committee a detailed 
plan for a 5-year building program which was set forth beginning on 
page 125 of the hearings on S. 1044. Some members of the com- 
mittee have seen the architectural plans and models for many of the 
structures which are to be built pursuant to this 5-year plan. The 
committee commends the Department for the excellence of these plans. 
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ESTIMATED COST OF FOREIGN SERVICE ACT AMENDMENTS 
OF 1959 
Section number of bill and subject matter 


f First Year Cost 
Sec. 2: Conversion to the proposed 10 class FSS schedule (sec. 415, (Appropriations) 


Foreign Service Act of 1946, as amended) $186, 660 

The estimated cost is based on salary adjustments of Foreign 
Service staff employees of the Department of State, who are 
paid in accordance with section 415 of the Foreign Service Act 
of 1946, as amended. 

Sec. 8: Hazardous duty pay for diplomatic couriers (sec. 447, For- 
eign Service Act of 1946, as amended) 

The estimated cost is based on an average 10 percent salary 
adjustment for 58 of the 65 couriers on the Department’s rolls 
as of December 31, 1958. 

Sec. 16: Housing allowance for Foreign Service personnel in Wash- 
ington (sec. 571(e) of Foreign Service Act of 1946, as amended) __ 1, 300, 000 

Approximately 1,890 officers and employees would be covered 
by the proposed provision. Of these, there would be approxi- 
mately 460 with no dependents, receiving an average differential 
of $621; 820 with 1 to 3 dependents, receiving an average differ- 
ential of $854; and 315 with 4 or more dependents, receiving $1,009. 

Sec. 18: Improving the Department’s language training facilities 
(sec. 578, Foreign Service Act of 1946, as amended) 

A 5-year language training program designed to meet the 
minimum staffing needs for language officers at all posts (where 
appropriate) will require an annual estimated increase in lan- 
guage training costs. 

Sec. 30: In-class promotion of Foreign Service staff officers and 
employees (sec. 642, Foreign Service Act of 1946, as amended) _- 

It is estimated that 1 percent of FSS employees (36) would 
receive in-class promotions and 1.9 percent (70) would receive 
longevity increases. The estimated cost of $21,730 was com- 
puted by multiplying 106 times $205, the average within class 
increment. 

Sec. 32: Language incentives (sec. 704, Foreign Service Act of 1946, 
amended) 

Special monetary or other incentives for acquiring or retain- 
ing proficiency in esoteric foreign languages or special abilities 
needed in the Service. 

Sec. 35: Matching contribution by Government of 64 percent of 
salaries, to the Foreign Service Retirement and Disability System 
(Sec. 811 of FSA46, as amended) 2, 500, 000 


rll Selle 


Cost to Foreign 
Service Retirement 
and Disability 
Fund (No appro- 
priation required) 
Sec. 33: Early retirement of FSS personnel (Sec. 803, Foreign Serv- 


ice Act of 1946, as amended) $676, 000 
Lump sum payments to FSS personnel retired early under 
mandatory retirement provisions. Estimated 5-year cost: 
Sec. 43: Recomputation of annuities of former participants (Sec. 
855, Foreign Service Act of 1946, as amended). First year cost- 190, 000 
Based on an analysis of officers on the retired rolls at the be- 
ginning of fiscal year 1958, the cost of the provision which 
would credit officers now on the retired rolls with up to 35 years 
(instead of 30 years) service credit would be approximately 
$190,000 during the first year. Thereafter the annual cost 
would decrease and eventually disappear with the death of 
such officers. 

Cost of Foreign 
Service Buildings 
Act Amendment 
(Appropriation) 


Sec. 55: Amendment to the Foreign Service Buildings Act of 1926, 
as amended $100, 000, 000 
It is estimated that the cost of the conduct of the foreign 
buildings program for the 5-year period from 1961 through 
1965, inclusive, will be $100 million. ($50,000,000 of this 
amount represents foreign currencies.) 
*S. Rept. 880, 86-13 
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CONCLUSION 


The changes in the Foreign Service Act described above and the 
increase in the Foreign Service buildings authorization contained in 
S. 2633 will, with wise administration, facilitate the achievement of 
the objective of the Foreign Service Act: the highest quality repre- 
sentation of U.S. interests abroad. The Committee on Foreign Re- 
lations recommends that the Senate approve S. 2633. 





CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Foreign Service Act of 1946, as Amended 


Text of Public Law 724, 79th Cong. [H.R. 6967], 60 Stat 999, approved August 
13, 1946; as amended by P.L. 73, 81st Cong. [S. 1704], 63 Stat. 111, May 26, 
1949; P.L. 160, 81st Cong. (H.R. 5100], 63 Stat. 407, July 6, 1949; P.L. 759, 83d 
Cong. [H.R. 9910], 68 Stat. 1051, August 31, 1954; P.L. 22, 84th Cong. [H.R. 
4941], 69 Stat. 24 April 5, 1955; P.L. 250, 84th Cong. [S. 2237], 69 Stat. 536, 
August 5, 1955; P.L. 726, 84th Cong. [H.R. 11356], 70 Stat. 555, July 18, 1956; 
P.L. 828, 84th Cong. [S. 3481], 70 Stat. 704, July 28, 1956; P. L. 85-462 [S. 734], 
72 Stat. 203, June 20, 1958; and P.L. 85-477 [H.R. 12181], 72 Stat. 261, June 
30, 1958. 


AN ACT To improve, strengthen, and expand the Foreign Service of the United 
States and to consolidate and revise the laws relating to its administration. 


Be it enacted by the Senate and House of Representatives of the 


United States of America in Congress assembled, 


TITLE I—SHORT TITLE, OBJECTIVES, AND 
DEFINITIONS 


Part A—Snort Tite 


Sec. 101. Titles I to X, inclusive, of this Act may be cited as the 
“Foreign Service Act of 1946”. 


Parr B—OBJEcTIVES 


Suc. 111. The Congress hereby declares that the objectives of this 
Act are to develop and strengthen the Foreign Service of the United 
States so as— 

(1) to enable the Foreign Service effectively to serve abroad 
the interests of the United States; 

(2) to insure that the officers and employees of the Foreign 
Service are broadly representative of the American people and 
are aware of and fully informed in respect to current trends 
in American life; 

(3) to enable the Foreign Service adequately to fulfill the 
functions devolving on it by reason of the transfer to the Depart- 
ment of State of functions heretofore performed by other Gov- 
ernment agencies; 

(4) to provide improvements in the recruitment and training 
of the personnel of the Foreign Service; 
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(5) to provide that promotions leading to positions of author- 
ity and responsibility shall be on the basis of merit and to insure 
the selection on an impartial basis of outstanding persons for 
such positions; 

(6) to provide for the temporary appointment or assignment 
to the Foreign Service of representative and outstanding citizens 
of the United States possessing special skills and abilities; 

(7) to provide salaries, allowances, and benefits that will per- 
mit the Foreign Service to draw its personnel from all walks of 
American life and to appoint persons to the highest positions in 
the Service solely on the basis of their demonstrated ability; 

(8) to provide a flexible and comprehensive framework for the 
direction of the Foreign Service in accordance with modern 
practices in public administration; and 

(9) to codify into one Act all provisions of law relating to the 
administration of the Foreign Service. 


Part C—DEFINITIONS 






Sec. 121. When used in this Act, the term— 
“Service” means the Foreign Service of the United States; 
“Secretary”? means the Secretary of State; 

“Department”? means the Department of State; 

(4) “Government agency”’ means any executive department, board, 
bureau, commission, or other agency in the executive branch of the 
Federal Government, or any corporation wholly owned (either directly 
or through one or more corporations) by the United States; 

(5) “Government” means the Government of the United States of 
America; 

(6) “Continental United States” means the States and the District 
of Columbia; 

(7) “Abroad’’ means all areas not included in the continental United 
States as defincd in paragraph (6) of this section; 

(8) “Principal officer’ means the officer in charge of an embassy, 
legation, or oth r diplomatic mission or of a consulate general, con- 
sulate, or vice consulate of the United States; and 

(9) “Chief of mission” means a principal officer appointed by the 
President, by and with the advice and consent of the Senate, to be in 
charge of an embassy or legation or other diplomatic mission of the 
United Stats, or any person assigned under the terms of this Act to 
be minister r:sident, chargé d’affaires, commissioner, or diplomatic 
agent. 


TITLE II—GOVERNING BODIES FOR THE DIRECTION 
OF THE SERVICE 


Part A—OFrFICERS 


DIRECTOR GENERAL 





Src. 201. The Service shall be administered by a Director General 
of the Foreign Service, hereinafter referred to as the Director Gen- 
eral, who shail be appointed by the Secretary from among Foreign 
Service officers i.. the class of career minister or in class 1. Under the 
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general supervision of the Secretary and the Assistant Secretary of 
State in charge of the administration of the Department, the Director 
General shall, in addition to administering the Service and perform- 
ing the duties specifically vested in him by this or any other Act, co- 
ordinate the activities of the Service with the needs of the Department 
and of other Government agencies and direct the performance by 
officers and employees of the Service of the duties imposed on them 
by the terms of any law or by any order or regulation issued pursuant 
to law or by any international agreement to which the United States 
is a party. 

Suc. 202. [Repealed by P.L. 73, 81st Cong. (63 Stat. 111; 22 U.S.C. 
8lla).] 

Part B—Boarps 


BOARD OF THE FOREIGN SERVICE 


Sec. 211. (a) The Board of the Foreign Service shall be composed 
of the Assistant Secretary of State in charge of the administration of 
the Department, who shall be chairman; two other Assistant Secre- 
taries of State, designated by the Secretary to serve on the Board; 
the Director General; and one representative each, occupying posi- 
tions with comparable responsibilities, from the Departments of 
Agriculture, Commerce, and Labor, designated, respectively, by the 
heads of such departments. The Secretary may request the head of 
any other Government department to designate a representative, 
occupying a position with comparable responsibilities, to attend meet- 
ings of the Board whenever matters affecting the interest of such de- 
partment are under consideration. 

(b) The Board of the Foreign Service shall make recommendations 
to the Secretary concerning the functions of the Service; the policies 
and procedures to govern the selection, assignment, rating, and pro- 
motion of Foreign Service officers; and the policies and procedures to 
govern the administration and personnel management of the Service; 
and shall perform such other duties as are vested in it by other sections 
of this Act or by the terms of any other Act. 


THE BOARD OF EXAMINERS FOR THE FOREIGN SERVICE 


Sec. 212. (a) The Board of Examiners for the Foreign Service, 
shall, in accordance with regulations prescribed by the Secretary and 
under the general supervision of the Board of the Foreign Service, 
provide for and supervise the conduct of such examinations as may 

given to candidates for appointment as Foreign Service officers in 
accordance with the provisions of sections 516 and 517 or to any other 
person to whom an examination for admission to the Service shall be 
given in accordance with the provisions of this or any other Act or 
any regulations issued pursuant thereto, and provide for such pro- 
cedures as may be necessary to determine the loyalty of such persons 
to the United States and their attachment to the principles of the 

nstitution. 

(b) The membership of the Board of Examiners for the Foreign 

Tvice, not more than half of which shall consist of Foreign Service 


officers, shall be constituted in accordance with regulations prescribed 
y the Secretary. 
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TITLE ITI—DUTIES 
Part A—GENERAL DvuTIES 


COMPLIANCE WITH TERMS OF STATUTES, INTERNATIONAL AGREEMENTS, 
AND EXECUTIVE ORDERS 


Src. 301. Officers and employees of the Service shall, under the 
direction of the Secretary, represent abroad the interests of the United 
States and shall perform the duties and comply with the obligations 
resulting from the nature of their appointments or assignments or 
imposed on them by the terms of any law or by any order or regula- 
tion issued pursuant to law or by any international agreement to 
which the United States is a party. 


DUTIES FOR WHICH REGULATIONS MAY BE PRESCRIBED 


Sec. 302. The Secretary shall, except in an instance where the 
authority is specifically vested in the President, have authority to 
rescribe regulations not inconsistent with the Constitution and the 
aws of the United States in relation to the duties, functions, and obli- 
gations of officers and employees of the Service and the administra- 
tion of the Service. 


DELEGATION OF AUTHORITY TO PRESCRIBE REGULATIONS 


Sxc. 303. In cases where authority to prescribe regulations relating 
to the Service or the duties and obligations of officers and employees 


of the Service is specifically vested in the President by the terms of 
this or any other Act, the President may, nevertheless, authorize the 
Secretary to prescribe such regulations. 


Part B—Services ror GOVERNMENT AGENCIES AND OTHER 
EstTABLISHMENTS OF THE GOVERNMENT 


Sec. 311. The officers and employees of the Service shall, under 
such regulations as the President may prescribe, perform duties and 
functions in behalf of any Government agency or any other establish- 
ment of the Government requiring their services, including those in 
the legislative and judicial branches, but the absence of such regula- 
tions shall not preclude officers and employees of the Service from 
acting for and on behalf of any such Government agency or establish- 
ment whenever it shall, through the Department, request their 
services. 


TITLE IV—CATEGORIES AND SALARIES OF PERSONNEL 
Part A—CarrGcorits OF PERSONNEL 


Src. 401. The personnel of the Service shall consist of the following 
categories of officers and employees: 

(1) Chiefs of missions, who shall be appointed or assigned in accord- 
ance with the provisions of section 501; 

(2) Foreign Service officers, who shall be appointed in accordance 
with section 511, including those serving as chiefs of mission; 
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(3) Foreign Service Reserve officers, who shall be assigned to the 
Service on a temporary basis from Government agencies or appointed 
on a temporary basis from outside the Government in accordance 
with tne provisions of section 522, in order to make available to the 
Service such specialized skills as may from time to time be required; 

(4) Foreign Service staff officers and employees, who shall be 
appointed in accordance with the provisions of section 531 and who 
shall include all personnel who are citizens of the United States, not 
comprehended under paragraphs (1), (2), (3), and (6) of this sec- 
tion, and who shall occupy positions with technical, administrative, 
fiscal, clerical, or custodial responsibilities ; 

(5) Alien clerks and employees, who shall be appointed in accord- 
ance with the provisions of section 541; and 


(6) Consular agents, who shall be appointed in accordance with 
the provisions of section 551. 


Part B—SaLARIES 
CHIEFS OF MISSIONS 


Sec. 411. The President shall for salary purposes classify into four 
classes the positions which are to be occupied by chiefs of mission. 
The per annum salaries of chiefs of mission within each class shall 
be as follows: Class 1, $27,500 per annum; class 2, $25,000; class 3, 
$22,500; and class 4, $20,000. 


FOREIGN SERVICE OFFICERS 


Sec. 412. There shall be ten classes of Foreign Service officers, in- 
cluding the classes of career ambassador and of career-minister. The 
per annum salary of a career ambassador shall be $20,000. The per 
annum salary of a career minister shall be $19,250. The per annum 
salaries of Foreign Service officers within each of the other classes 
shall be as follows: 

$16, 500 $16,940 $17,380 $17,820 $18,260 $18, 700 

14,190 14,520 14,850 15 15,510 15, 
12,320 12, 650 13,310 13, 640 
10,450 10,725 11,275 11,550 
8,690 8,965 9, 9,515 9,790 
7,150 7,370 7,810 8, 030 


5,940 6,105 , 6,435 6,600 
5, 060 5, 225 5, 555 5,720 $5, 885 


SALARIES AT WHICH FOREIGN SERVICE OFFICERS MAY BE APPOINTED 


Sec. 413. A person appointed as a Foreign Service officer shall 
receive basic salary at one of the rates of the class to which he is 
appointed which the Secretary shall, taking into consideration his age, 
qualifications, and experience, determine to be appropriate for him to 
receive. 


FOREIGN SERVICE RESERVE OFFICERS 


Sec. 414. (a) There shall be eight classes of Foreign Service Reserve 
Olicers, referred to hereafter as Reserve officers, which classes shall 
correspond to classes 1 to 8 of Foreign Service officers. 

(b) A Reserve officer shall receive salary at any one of the rates 
Provided for the class to which he is appointed or assigned in accord- 
ance with the provisions of section 523. 
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(c) A person assigned as a Reserve officer from any Government 
agency shall receive his salary from appropriations provided for the 
Department during the period of his service as a Reserve officer. 


FOREIGN SERVICE STAFF OFFICERS AND EMPLOYEES 


Sec. 415. (a) There shall be [twenty-two] ten classes of Foreign 
Service staff officers and employees, referred to hereafter as staff 
officers and employees. The per annum [rates of salary] salaries 
of staff officers and employees within each class shall be as follows: 


SD, Bi ndnemams animes seciimatunaiaiibin $11,770 $12,120 $12,480 $12,830 $13, 160 
Class 10,920 11,205 11,485 11,770 12,120 





Class 10,030 10,320 10,600 10,885 11,165 

Class 9,095 9,380 9,665 9,945 10,230 

Class 8, 395 8, 610 8, 815 9, 030 9,315 $9,600 

Class 7, 690 7, 905 8, 120 8, 325 8,540 8,755 

Class 6, 990 7, 200 7,415 7, 630 7,840 8,050 

Class 6, 285 6, 495 6, 710 6, 925 7,140 7,350 

Class 5, 585 5, 795 6, 005 6, 220 6,435 6,650 

Class 5,115 5, 260 5, 400 5, 540 5,755 5,970 $6,175 

Class 4, 650 4,790 4, 930 5, 070 5,215 5,355 5,500 

Class 4, 180 4, 320 4, 460 4, 605 4,745 4,890 65,025 

Class 3, 730 3, 870 4,010 4, 155 4,295 4,440 4,580 

Class 3, 300 3, 445 3, 585 3, 7 3,870 4,010 4,155 

Class 3, 090 3, 165 3, 230 3, 300 3,445 3,585 3,730 

Class 2, 875 2, 950 3, 020 3, 090 3,165 3,230 3,300 

Class 2, 660 2, 735 2, 805 2, 875 2,950 3,020 3,00 

Class 2, 455 2, 520 2, 590 2, 660 2,735 2,805 2,875 

Class 2, 240 2, 310 2, 380 2, 455 2,520 2,590 2,660 

Class 2,025 2, 095 2, 165 2, 240 2,310 2,380 2,455 

Class 1, 810 1, 880 1, 955 2, 025 2,095 2,165 2,240 

Class 1, 600 1, 670 1, 745 1, 810 1,880 1,955 2,025 
a $11,660 $11,990 $12,820 $12,650 $12,980 $13,310 $13,640 
SE Mas dahee basin suhenaRcciuacee 9,900 10,175 10,450 10,725 11,900 11,275 11,650 
Ns i 8, 140 8, 415 8, 690 8, 965 9, 240 9,515 9,79 
I cial i cs 7, 000 7, 225 7, 450 7, 675 7,900 8, 125 8. 350 
EP Oncitaacs  aabsthuadecauakashetese se od 6, 150 6, 350 6, 550 6,750 6, 950 7, 150 7, 350 
eh a 5, 300 5, 500 5, 700 5, 900 6, 100 6,300 6,500 
6 SR ER 4,650 4,800 4,950 5,100 6,250 6,400 6,550 
NT Onde idteirntikn abatactnecaaees 4,200 4,350 4,500 4,650 4,800 4,950 56,10 
Wn ek os Se PE eres Ty Tek 8,760 $3,900 4.050 4,900 4,350 4,500 4,680 
SN ar eS ee 8,500 8,600 8,700 8,800 8,900 4,000 4,10 


(b) Notwithstanding the provisions of paragraph (a) of thas section, 
the Secretary may, under such regulations as he may prescribe, fix the 
salary at lesser rates than those prescribed by this section for the appli- 
cable class of staff officers or employees who are recruited abroad and who 
are not available or are not qualified for transfer to another post. 


SALARIES AT WHICH FOREIGN SERVICE STAFF OFFICERS AND EMPLOYEES 
MAY BE APPOINTED 


Src. 416. A person appointed as a staff officer or employee shall 
receive [salary at the minimum rate provided for the class to which 
appointed except as otherwise provided in accordance with the pro- 
visions of part E of this title.] basic salary at one of the rates of the 
class to which he is appointed which the Secretary shall, taking wo 
account his qualifications and experience and the needs of the Sernee, 
determine to be appropriate for him to receive. 

(b) Whenever the Secretary determines that the needs of the Service 
warrant the appointment of staff officers or employees in a particular 
occupational group uniformly at a rate above the minimum rate of the 
applicable class, he may adjust the basic salary of any staff officer or 
employee in the same class and occupational group who is recewing less 
than such established rate. 
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L 
a SALARIES OF ALIEN CLERKS AND EMPLOYEES 


Sec. 417. The salary or compensation of an alien clerk or employee 
shall be fixed by the Secretary in accordance with such regulations as 
he shall prescribe and, as soon as practicable, in accordance with the 

‘ provisions of section 444[(b)]. The salary or compensation of an 
et alien clerk or employee fixed on a per annum basis may, notwithstand- 


ta . os f 
- ing the provisions of any other law, be payable on a weekly or biweekly 
, basis. When a one- or two-week pay period of such a clerk or em- 
plovee begins in one fiscal year and ends in another, the gross amount 

of the earnings for such pay periods may be regarded as a charge 

against the appropriation or allotment current at the end of such pay 

period. 

SALARIES OF CONSULAR AGENTS 
Sec. 418. The salary or compensation of a consular agent shall be 
| fixed by the Secretary in accordance with such regulations as he shall 
) prescribe and, as soon as practicable, in accordance with the provisions 
) of section 445. 
| Part C—Sataries or Orricers TEMPORARILY IN CHARGE 
AS CHARGES D’AFFAIRES AD INTERIM 

ay Sec. 421. For such time as any Foreign Service officer shall be 
10 authorized to act as chargé d’affaires ad interim at the post to which 
= he is assigned, he shall receive, in addition to his basic salary as For- 
a eign Service officer, compensation equal to that portion of the differ- 
‘00 ence between such salary and the basic salary provided for the chief of 
2 mission as the Secretary may determine to be appropriate. 
, AS OFFICERS IN CHARGE OF CONSULATES GENERAL OR CONSULATES 
é 
i- Sec. 422. For suchtimeasany Foreign Service officer or any consul 
0 or vice consul who is not a Foreign Service officer is temporarily in 


charge of a consulate general or consulate during the absence or inca- 

pacity of the principal officer, he shall receive, in addition to his basic 

s i salary as Foreign Service officer or consul or vice consul, compensa- 

tion equal to that portion which the Secretary shall determine to be 

appropriate of the difference between such salary and the basic 

salary provided for the principal officer, or, if there be none, of the 
former principal officer. 


Part D—Time or RECEIVING SALARY 


~ 


CHIEFS OF MISSION 


oT Te 
hii iinalaeine icc neil sidan 


Sec. 431. (a) Under such regulations as the Secretary may pre- 
scribe, a chief of mission may be entitled to receive salary from the 
effective date of his appointment to the date marking his return to his 
place of residence at the conclusion of the period of his official service 
as chief of mission or [the termination of time spent on authorized 
leave, whichever shall be later,J upon termination of his service in 
accordance with the provisions of paragraph (b) of this section, but 
no chief of mission shall be entitled to receive salary while absent 


eR. 


ose 
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from his post whenever the Secretary shall find that such absence was 
without authorization or justification. If a chief of mission in one 
position is appointed as chief of mission in another position, he shall 
be entitled to receive the salary pertaining to the new position com- 
mencing on the effective date of the new appointment. 

(b) The official services of a chief of mission shall not be deemed 
terminated by the appointment of a successor but shall continue until 
he has relinquished charge of the mission [and has rendered such 
additional services to the Department as the Secretary may require 
him to render in the interests of the Government for a period not in 
excess of thirty days, exclusive of time spent in transit.] and for such 
additional period as may be determined by the Secretary, but in no 
case shall such additional period exceed fifty days, including time spent 
in transit. During such period the Secretary may require him to render 
such service as he may deem necessary in the interests of the Government. 

(c) During the service of a Foreign Service officer as chief of mis- 
sion he shall receive, in addition to his salary as Foreign Service 
officer, compensation equal to the difference, if any, between such 
salary and the salary of the position to which he is appointed or 
assigned. 

OTHER OFFICERS AND EMPLOYEES 


Src. 432. (a) Under such regulations as the Secretary may pre- 
scribe, any officer or employee appointed to the Service may be entitled 
to receive salary from the effective date of his appointment to the date 
when he shall have returned to his place of residence at the conclusion 
of the period of his official service, or the termination of time spent 
on authorized leave, whichever shall be later, but no such officer or 
employee shall be entitled to receive salary while absent from his post 
whenever the Secretary shall find that such absence was without 
authorization or justification. 

(b) A Foreign Service officer, appointed during a recess of the 
Senate, shall be paid salary from the effective date of his appointment 
until the end of the next session of the Senate, if he has not theretofore 
been confirmed by the Senate, or until his rejection by the Senate 
before the end of its next session. 

(c) A Foreign Service officer promoted to a higher class shall 
receive salary at the rate prescribed in section 412 for the class to 
which he is promoted from the effective date of his appointment to 
such class. A Foreign Service officer promoted to a higher class 
during a recess of the Senate shall receive salary at the rate prescribed 
for the class to which he is promoted from the effective date of his 
appointment to such class until the end of the next session. If the 
Senate should reject or fail to confirm the promotion of such an 
officer during the session following the date of his promotion, the 
Foreign Service officer shall, unless he has become liable to separation 
in accordance with the provisions of section 633, be automatically 
reinstated in the class from which he was promoted and receive the 
salary he was receiving prior to his promotion, such reinstatement to 
be effective, in the event of rejection of the nomination, from the date 
of rejection; and in the event of the failure of the Senate to act on the 
nomination during the session following a promotion, from the 
termination of that session. 
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Part E—CL.LASSIFICATION 


[CLASSIFICATION OF POSITIONS IN THE FOREIGN SERVICE 


[Sec. 441. Under such regulations as he may prescribe, the Secre- 
tary shall classify all positions in the Service, including those positions 
at foreign posts which may be held by career ministers, and shall 
allocate all positions occupied or to be occupied by staff officers or 
employees to classes and subclasses established by sections 415 and 
442, respectively, and by alien employees and consular agents to such 
classes as may be established by regulation.] 


CLASSIFICATION OF POSITIONS IN THE FOREIGN SERVICE AND IN THE 
DEPARTMENT 


Sec. 441. (a) Under such regulations as he may prescribe, and in 
order to facilitate effective management, the Secretary shall classify all 
ositions in the Service at posts abroad, excluding positions to be occupied 
by chiefs of mission, and in the case of those ocewpied by Foreign Service 
officers, Reserve officers, and staff officers and employees, he shall estab- 
lish such positions in relation to the classes established by sections 412, 
414, and 415, respectively. Positions occupied by alien employees and 
consular agents, respectively, shall be allocated to such classes as the 
Secretary may establish by regulation. 

(6) Under such regulations as he may prescribe, the Secretary may, 
notwithstanding the provisions of the Classification Act of 1949, as 
amended (6 U.S.C. 1071 and the following), classify positions in or 
under the Department which he designates as Foreign Service officer 
Serene to be occupied by officers and employees of the Service, and estab- 
ish such positions in relation to the classes established by sections 412, 
414, and 416. 


[ADMINISTRATIVE ESTABLISHMENT OF NEW GROUPS OF POSITIONS FOR 
FOREIGN SERVICE STAFF OFFICERS AND EMPLOYEES 


_ [Sec. 442. The Secretary may, whenever he deems such action to be 
in the interests of good administration and warranted by the nature 
of the duties and responsibilities of any group of positions occupied 
or to be occupied by staff officers and employees in comparison with 
other positions in the same class, establish by regulation for any such 
group of positions a minimum salary computed at any one of the 
rates of alieg above the minimum for a given class but not in excess 
of the middle rate provided for that class in section 415. Such groups 
of positions shall, for the purposes of this Act, be known as ub 
classes. J 


ADMINISTRATIVE ESTABLISHMENT OF SALARY DIFFERENTIALS 


Sec. 443. The President may, under such regulations as he may 
prescribe, establish rates of salary differential, not exceeding 25 per 
centum of basic salary, for Foreign Service officers, Reserve officers, 
and staff officers and employees assigned to posts involving extraor- 
dinarily difficult living conditions, excessive physical hardship, or 
notably unhealthful conditions. The Secretary shall prepare and 
Maintain a list of such posts. 
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[CLASSIFICATION OF POSITIONS OF ALIEN CLERKS AND EMPLOYEES 





[Sec. 444. (a) Upon the basis of the classification provided for in 
section 441, the Secretary shall, with the advice of the Board of the 
Foreign Service, from time to time prepare schedules of salaries for 
classes of positions of alien clerks and employees of the Service, which 
classes shall be established by regulation, and shall allocate all such 
positions to the appropriate classes. 

[(5) All alien employees in an area of comparatively uniform wage 
scales and standards of living, occupying positions of equal respon- 
sibility, shall receive equal pay except as there may be increase pro- 
vided for length of service in accordance with uniform procedures.] 


COMPENSATION PLANS FOR ALIEN EMPLOYEES 






Sec. 444. (a) The Secretary shall, in accordance with such regulations 
as he may prescribe, establish compensation plans for alien employees of 
the Service: Provided, That such compensation plans shall be based upon 
prevailing wage rates and compensation practices for corresponding types 
of positions in the locality, to the extent consistent with the public interest. 

(6) For the purpose of performing functions abroad, other Government 
agencies are authorized to administer alien employee programs in accord- 
ance with the applicable provisions of this Act. 


CLASSIFICATION OF CONSULAR AGENTS 






Src. 445. Upon the basis of the classification provided for in section 
441, the Secretary shall, with the advice of the Board of the Foreign 
Service, from time to time prepare schedules of salaries for classes of 
positions of consular agents, which classes shall be established by 


regulation, and shall allocate all such positions to the appropriate 
classes. 


(EXEMPTION FROM THE APPLICATION OF THE CLASSIFICATION ACT 


[Sec. 446. Title II of the Act of November 26, 1940, entitled “An 
Act extending the classified executive Civil Service of the United 
States” (54 Stat. 1212; 5 U.S.C. 681), is hereby further amended by 
deleting paragraph (vii) of section 3(d) and by substituting in lieu 
of the present language of paragraph (vi) of section 3(d) the follow- 
ing language: ‘‘Offices or positions of officers and employees of the 
Foreign Service’’.] 





ADMINISTRATIVE ESTABLISHMENT OF HAZARDOUS DUTY PAY FOR CERTAIN 
CATEGORIES OF OFFICERS AND EMPLOYEES 


Sec. 446. The Secretary may, under such regulations as he may pre- 
scribe, establish rates of salary differential, not exceeding 15 per centum 


of basic salary, for officers or employees of the Service while they are 
assigned for duty as couriers. 
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FOREIGN SERVICE ACT AMENDMENTS OF 1959 


TITLE V—APPOINTMENTS AND ASSIGNMENTS 


Poticy 


Sec. 500. It is the policy of the Congress that chiefs of mission and 
Foreign Service officers appointed or assigned to serve the United States 
in foreign countries shall have, to the maximum practicable extent, among 
their qualifications, a useful knowledge of the principal language or 
dialect of the country in which they are to serve, and knowledge and 
understanding of the history, the culture, the economic, and political 
institutions, and the interests of such country and its people. 


Parr A—PrincipaL DipLtomMatic REPRESENTATIVES 
APPOINTMENTS 


Sec. 501. (a) The President shall, by and with the advice and con- 
sent of the Senate, appoint ambassadors and ministers, including 
career ambassadors and career ministers. 

(b) The President may, in his discretion, assign any Foreign Service 
officer to serve as minister resident, chargé d’affaires, commissioner, 
or diplomatic agent for such period as the public interest may require. 


LISTS OF FOREIGN SERVICE OFFICERS QUALIFIED TolbE CAREER MINIS= 
TERS OR CHIEFS OF MISSION TO BE FURNISHED TO THE PRESIDENT 


Sec. 502. (a) The Secretary shall, on the basis of recommendations 
made by the Board of the Foreign Service, from time to time furnish 
the President with the names of Foreign Service officers qualified for 
appointment to the class of career ambassador and class of career 
minister together with pertinent information about such officers, but 
no person shall be appointed into the class of career minister who has 
not been appointed to serve as a chief of mission or appointed or 
assigned to serve in a position which, in the opinion of the Secretary, 
sof comparable importance. A list of such positions shall from time 
to time be published by the Secretary. No person shall be appointed 
into the class of career ambassador who has not (1) served for at least 
fifteen years in a position of responsibility in a Government agency, 
or agencies, including at least three years as a career minister; (2) 
rendered exceptionally distinguished service to the Government; and 
(3) met such other requirements as the Secretary shall prescribe. 

(b) The Secretary shall also, on the basis of recommendations made 
by the Board of the Foreign Service, from time to time furnish the 
President with the names of Foreign Service officers qualified for 
appointment or assignment as chief of mission, together with per- 
tent information about such officers, in order to assist the President 
mn selecting qualified candidates for appointment or assignment in 
such capacity. 
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Part B—ForeEIGN SERVICE OFFICERS 
APPOINTMENTS 


Sec. 511. The President shall appoint Foreign Service officers by 
and with the advice and consent of the Senate. All appointments of 
Foreign Service officers shall be by appointment to a class and not 
to a particular post. 

COMMISSIONS 


Src. 512. Foreign Service officers may be commissioned as diplo- 
matic or consular officers or both and all official acts of such officers 
while serving under diplomatic or consular commissions shall be per- 
formed under their respective commissions as diplomatic or consular 
officers. 

LIMITS OF CONSULAR DISTRICTS 


Src. 513. The Secretary shall define the limits of consular districts. 


ASSIGNMENTS AND TRANSFERS 


Sec. 514. A Foreign Service officer, commissioned as a diplomatic 
or consular officer, may be assigned by the Secretary to serve in any 
diplomatic position other than that of chief of mission or in any con- 
sular position, and he may also be assigned to serve in any other 
capacity in which he is eligible to serve under the terms of this or any 
other Act. He may be transferred from one post to another by order 
of the Secretary as the interests of the Service may require. 


CITIZENSHIP REQUIREMENTS 





Sec. 515. No person shall be eligible for appointment as a Foreign 
Service officer unless he is a citizen of the United States and has been 
such for at least ten years. 


ADMISSION TO cLAss [8] 7 or 8 


Sec. 516. (a) No person shall be eligible for appointment as a For- 
eign Service officer of class 8 unless he has passed such written, oral, 
physical, and other examinations as the Board of Examiners for the 
Foreign Service may prescribe to determine his fitness and aptitude 
for the work of the Service and has demonstrated his loyalty to the 
Government of the United States and his attachment to the principles 
of the Constitution. The Secretary shall furnish the President with 
the names of those persons who have passed such examinations and are 
eligible for appointment as Foreign Service officers of class 8. 

(b) The Secretary may furnish the President with the names of those 
persons who have passed such examinations and are eligible for ap- 
pointment as Foreign Service officers of class 8, whom he recommends 
for appointment directly to class 7 when in his opinion, their age, ex- 
perrence, or other qualifications make such an appointment appropriate. 





ADMISSION TO CLASSES 1 TO 7, INCLUSIVE 


Sec. 517. [A person who has not served in class 8] A person who 
has not been appointed as a Foreign Service officer in accordance wr 
section 516 of this Act shall not be eligible for appointment as a Foreign 
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Service officer of classes 1 to 7, inclusive, unless he has passed com- 
prehensive mental and physical examinations prescribed by the Board 
of examiners for the Foreign Service to determine his fitness and 
aptitude for the work of the Service; demonstrated his loyalty to the 
Government of the United States and his attachment to the principles 
of the Constitution; and rendered at least four years of actual service 
prior to appointment in a position of renponatbilive in the service of a 
Government agency, or agencies, except that, if he has reached the 
age of thirty-one years, the requirement as to service may be reduced 
to three years. [After the date of enactment of the Foreign Service 
Act Amendments of 1955 and until otherwise provided by Act of Con- 
gress, not more than one thousand two hundred and fifty person who 
have not served in class 8 may be appointed to classes 1 to 7, inclusive; 
of such persons, not more than one hundred and seventy-five may be 
appointed who were not employed on March 1, 1955, in the Depart- 
ment, including its Foreign Service Reserve and Foreign Service Staff 
personnel, and who have not also served in a position of responsibility 
in the Department, or the service, or both, for the required perior prior 
to appointment as a Foreign Service officer. Notwithstanding the 
above provisions of this section, the limitation on the maximum num- 
ber of appointments authorized herein shall not be applicable in the 
case of any person appointed or assigned by the Secretary of State as 
a Foreign Service Reserve officer and who thereafter has served in a 
position of responsibility in such capacity for the required perior prior 
to appointment as a Foreign Service officer.] The Secretary shall 
furnish the President with the names of those persons who shall have 
passed such examinations and are eligible for appointment as Foreign 
Service officers of classes 1 to 7, inclusive. The Secretary shall, taking 
into consideration the age, qualifications, and experience of each can- 
didate for appointment, recommend the class to which he shall be 
appointed in accordance with the provisions of this section. 


ADMISSION TO THE CLASS OF CAREER MINISTER 


Sec. 518. No person shall be eligible for appointment to the class of 


career ambassador or career minister who is not a Foreign Service 
officer. 


REASSIGNMENT TO FOREIGN SERVICE OF FORMER AMBASSADORS AND 
MINISTERS 


Sec. 519. If, within three months of the date of the termination 
of his services as chief of mission and of any period of authorized 
leave, a Foreign Service officer has not again been appointed or as- 
signed as chief of mission or assigned in accordance with the provi- 
sions of section 514, he shall be retired from the Service and receive 


_Yetirement benefits in accordance with the provisions of section 821. 


[REINSTATEMENT AND RECALL] REAPPOINTMENT, RECALL, OR 
REEMPLOYMENT OF FOREIGN SERVICE OFFICERS 


Sec. 502. (a) The President may, by and with the advice and con- 
sent of the Senate, reappoint to the Service, a former Foreign Service 
officer who has been separated from the Service [by reason of appoint- 
ment to some other position in the Government servce and who has 
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served continuously in the Government up to the time of reinstate- 
ment]. The Secretary shall, taking into consideration the qualifica- 
tions and experience of each candidate for reappointment and the 
rank of his contemporaries in the Service, recommend the class to 
which he shall be reappointed in accordance with the provisions of 
this section. 

(b) [Whenever the Secretary shall determine an emergency to exist, 
the Secretary may recall any retired Foreign Service officer tem- 
porarily to active service.] The Secretary may recall any retired 
Foreign Service officer temporarily to duty in the Service whenever he 
shall determine such recall is in the public interest. 

(c) Notwithstanding the provisions of title 5, United States Code, 
section 62, and title 5, United States Code, section 715a, a Foreign 
Service officer heretofore or hereafter retired under the provisions of 
section 631 or 682 or a Foreign Service staff officer or employee here- 
after retired under the provisions of section 803 shall not, by reason of 
his retired status, be barred from employment in Federal Government 
service in any appointive position for which he is qualified. An annu- 
itant so reemployed shall serve at the will of the appointing officer, 


Part C—ForeEIGN SERVICE RESERVE OFFICERS 


ESTABLISHMENT OF RESERVE 


Sec. 521. In accordance with the terms of this Act and under such 
regulations as the Secretary shall prescribe, there shall be organized 
and maintained a Foreign Service Reserve, referred to hereafter as 
the Reserve. 


APPOINTMENTS AND ASSIGNMENTS TO THE RESERVE 


Sec. 522. Whenever the services of a person who is a citizen of 
the United States and who has been such for at least five years are 
required by the Service, the Secretary may— 

(1) appoint as a Reserve officer for nonconsecutive periods of 
not more than five years each, a person not in the employ of the 
Government whom the Board of the F oreign Service shall deem 
to have outstanding qualifications; and 

(2) assign as a Reserve officer for nonconsecutive periods of 
not more than five years each a person regularly employed in any 
Government agency, subject, in the case of an employee of a 
Government agency other than the Department of State, to the 
consent of the head of the agency concerned. 


APPOINTMENT OR ASSIGNMENT TO A CLASS 


Sec. 523. A Reserve officer, appointed or assigned to active duty, 
shall be appointed or assigned to a class and not to a particular post, 
and such an officer may be assigned to posts and may be transferred 
from one post to another by order of the Secretary as the interests 
of the Service may require. The class to which he shall be appcint ed 
or assigned shall depend on his age, qualifications, and experience. 
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COMMISSIONS 















Src. 524. Whenever the Secretary shall deem it in the interests of 
the Service that a Reserve officer shall serve in a diplomatic or con- 
sular capacity, he may recommend to the President that such officer 

be commissioned as a diplomatic or consular officer or both. The Pres- 
ident may, by and with the advice and consent of the Senate, com- 
mission such officer as a diplomatic or consular officer or both, and 
all official acts of such an officer while serving under a diplomatic or 
consular commission shall be performed under his commission as & 
diplomatic or consular officer. In all other cases, appropriate rank 
and status, analogous to that of Foreign Service officers engaged in 
work of comparable importance shall be provided to permit Reserve 

officers to carry out their duties effectively. 


[AcTIVE DUTY 








[Sec. 525. The Secretary shall by regulation define the period dur- 
ing which a Reserve officer shall be considered as being on active 
duty.J 


BENEFITS 


Sec. 526. A Reserve officer shall, except as otherwise provided in 
regulations which the Secretary may prescribe, receive all the allow- 
ances, privileges, and benefits which Foreign Service officers are en- 
titled to receive in accordance with the provisions of title LX. 














REAPPOINTMENT OR REASSIGNMENT OF RESERVE OFFICERS 

Sec. 527. A person who has served as a Reserve officer may not be 
reappointed or reassigned to active duty until the expiration of a 
period of time equal to his preceding tour of duty or until the expira- 


tion of a year, whichever is the shorter. 








REINSTATEMENT OF 





RESERVE OFFICERS 

Sec. 528. Upon the termination of the assignment of a Reserve offi- 
cer assigned from any Government agency, such person shall be en- 
titled to reinstatement in the Government agency by which he is 
regularly employed in the same position he oce upied at the time of 
assignment, or in a corresponding or higher position. Upon reinstate- 
ment he shall receive the within-grade ‘salary advancements he would 
have been entitled to receive had he remained in the position in which 
he is regularly employed under [subsection (d), section 7, of the Clas- 
sification Act of 1923], the Classification Act of 1949 as amended, or 
any corresponding provision of law applicable to the position in which 
he is serving. A certificate of the Secretary that such person has met 
the standards required for the efficient conduct of the work of the 
Foreign Service shall satisfy any requirements as to the holding of 
minimum ratings as a prerequisite to the receipt of such salary ad- 
vancements. 
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Part D—ForEIGN SERVICE STAFF OFFICERS AND EMPLOYEES 
APPOINTMENTS 


Src. 531. The Secretary [shall appoint staff officers and employees 
under such regulations as he may prescribe and, as soon as practicable, 
in accordance with the provisions of sections 441, 442, and 443.] may, 
under such regulations as he may prescribe, appoint ‘staff officers and 
employees on the basis of qualifications and experience. The Secretary 
may make provisions for temporary, limited, and such other types of 
appointment as he may deem necessary. He is authorized to establish 
appropriate probationary periods during which newly appointed staff 
officers or employees, other than those appointed for temporary or limited 
services shall be required to serve. The Secretary may terminate at any 
time, without regard to the provisions of section 637, or the provisions of 
any other law, staff officers or employees appointed for temporary or 
limited service and staff officers or employees who have not completed 
probationary periods, except that if such separation is by reason of mis- 
conduct the provisions of section 637 shall be applicable. 


ASSIGNMENTS AND TRANSFERS 


Suc. 532. [The Secretary may, in accordance with uniform pro- 
cedures established in such regulations as he may prescribe, assign 
a staff officer or employee to a position at any post and transfer 
such a person from a position in one class to a vacant position within 
the same class, and from one post to another. Upon demonstration 
of ability to assume duties of greater responsibility, such person may, 
as provided in section 641, be promoted to a vacant position in a higher 
class at the same or at a higher rate of salary and he may be transferred 
from one post to another in connection with such promotion.] Under 
such regulations as he may prescribe, the Secretary may assign a staff 
officer or employee to any post or he may assign him to serve in any 
position in which he is eligible to serve under the terms of this or any 
other Act. A staff officer or employee may be transferred from one 
post to another by order of the Secretary as the interests of the Service 
may require. 

COMMISSION AS CONSUL OR VICE CONSUL 


Src. 533. On the recommendation of the Secretary, the President 
may, by and with the advice and consent of the Senate, commission 
a staff officer or employee as consul. The Secretary may commission 
a staff officer or employee as vice consul. Official acts of staff officers 
or employees while serving under consular commissions in the Service 
shall be performed under their respective commissions as consular 
officers. 

CITIZENSHIP REQUIREMENT 


Src. 534. No person shall be eligible for appointment as staff officer 
or employee who is not a citizen of the United States at the time of 
his appointment. 
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Part E—A.tien Cierks AND EMPLOYEES 


APPOINTMENTS 


Sec. 541. The Secretary shall appoint alien clerks and employees 
at posts abroad under such regulations as he may prescribe and, as 
soon as practicable, in accordance with the provisions of section 444. 


ASSIGNMENTS AND TRANSFERS 


Sec. 542. The Secretary may assign an alien clerk or employee to a 
position at any post, and any such clerk or employee may be trans- 
ferred from a position at one post to a position at another as the 
interests of the Service may require. 


Part F—ConsvuLar AGENTS 


Sec. 551. The Secretary may appoint consular agents under such 
regulations as he may prescribe and, as soon as practicable, in accord- 
ance with the provisions of section 445. 


Part H—ASsSIGNMENT OF FOREIGN SERVICE PERSONNEL 


ASSIGNMENTS TO ANY GOVERNMENT AGENCY OR INTERNATIONAL 
ORGANIZATION 


Sec. 571. (a) Any officer or employee of the Service may, in the 
discretion of the Secretary, be assigned or detailed for duty in any 
Government agency, or in any international organization, interna- 
tional commission, or international body, such an assignment or com- 
bination of assignments to be for a period of not more than four 
years, except that under special circumstances the Secretary may 
extend this four-year period for not more than four additional years. 

[(b) A Foreign Service officer may be appointed as Director Gen- 
eral, notwithstanding the provisions of the last sentence of para- 
graph (a) of this section, but any such officer may not serve longer 
than four years in such position or positions and upon the completion 
of such service may not again be assigned to a position in the Depart- 
ment until the expiration of a period of time equal to his tour of duty 
as Director General or until the expiration of two years, whichever 
is shorter.] 

[(c)] (6) If a Foreign Service officer shall be appointed by the 
President, by and with the advice and consent of the Senate, [to a 
position, J or by the President alone to a position in any Government 
agency, any United States delegation or mission to any international 
organization, in any international commission, or in any international 
body, the period of his service in such capacity shall be construed as 
constituting an assignment [for duty] within the meaning of para- 
graph (a) of this section and such person shall not, by virtue of the 
acceptance of such an assignment, lose his status as a Foreign Service 
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officer. Service in such a position shall not, however, be subject to 
the limitations concerning the duration of an ‘assignment (lor concern- 
ing reassignment] contained in that paragraph. [Any Foreign Sery- 
ice officer who resigned from the Service, or retired in accordance with 
section 636 of this Act on or after November 14, 1957, but prior to 
the enactment of this sentence, for the purpose of accepting an im- 
mediate appointment to such a position, shall be considered as having 
been assigned to such other position under authority of this section 
as amended. Appropriate adjustment at the election of the officer 
may be made with respect to special contributions deposited im- 
mediately prior to resignation or retirement by any such officer under 
title VIII of this Act on salaries in excess of $13,500.] 

[(d)] (c) If the basic minimum salary of the position to which an 
officer or employee of the Service is assigned pursuant to the terms 
of this section is higher than the salary such officer or employee is en- 
titled to receive as an officer or employee of the Service, such officer or 
employee shall, during the period such difference in salary exists, 
receive the salar vy and allowances of the position in which he is serving 
in lieu of his salary and allowances as an officer or employee of the 
Service. Any salary paid under the provisions of this section shall 
be [paid from appropriations made available for the payment of sal- 
aries of officers and employees of the Service and shall be] the salary 
on the basis of which computations and payments shall be made in 
accordance with the provisions of title VIII. No officer or employee 


of the Service who, subsequent to the effective date of the Foreign Service 
Act Amendments of 1959, is assigned to, or who, after June 30, 1960, 


occupies a position in the Department that is designated as a Foreign 
Service Officer position, shall be entitled to receive a salary differential 
under the provisions of this paragraph. 

[(e)] @) The salary of an officer or employee assigned pursuant to 
the terms of this section shall be paid from appropriations made avail- 
able for the payment of salaries of officers and employees of the 
Service. Such appropriations may be reimbursed, however, when the 
Secretary enters into reimbursement agreements [with heads of Gov- 
ernment agencies] for all or any part of the salaries of officers or em- 
ployees assigned to such agencies and payment is received pursuant 
thereto, or when an officer or employee of the Service is assigned to a 
position the salary of which is payable from other funds available to 
the Department. 

(e) Any Foreign Service officer or employee assigned to duty in the 
continental United States between assignments abroad, and any Foreign 
Service officer of class 7 or 8 assigned to duty in the continental United 
States prior to assignment abroad shall receive, during the course of such 
period of assignment, a differential applied to basic salary of 8 per 
centum if without dependents, 11 per centum if with one to three depend- 


ents, and 13 per centum if with more than three dependents to assist in 
defraying the cost of quarters. 


COMPULSORY SERVICE OF FOREIGN SERVICE OFFICERS IN THE CONTI- 
NENTAL UNITED STATES 


Sec. 572. Every Foreign Service officer shall, during his first fifteen 
years of service in such capacity, be assigned for duty in the conti- 


nental United States in accordance with the provisions of section 571 
for periods totaling not less than three years. 
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ASSIGNMENT FOR CONSULTATION OR INSTRUCTION 


Sec. 573. (a) Any officer or employee of the Service may, in the 
discretion of the Secretary, be assigned or detailed to any Government 
agency for consultation or specific instruction either at the commence- 
ment, during the course of, or at the close of the period of his official 
service; and any such detail or assignment, if not more than four 
months in duration, shall not be considered as an assignment within 
the meaning of section 571. 

(b) Any officer or employee of the Service may be assigned or 
detailed for special instruction or training at or with public or private 
nonprofit institutions; trade, Jabor, agricultural, or scientific associa- 
tions; or commercial firms. 


ASSIGNMENT TO TRADE, LABOR, AGRICULTURAL, SCIENTIFIC, OR 
OTHER CONFERENCES 


Sec. 574. An officer or employee of the Service may, in the discretion 
of the Secretary, be assigned or detailed for duty with domestic or 
international trade, labor, agricultural, scientific, or other conferences, 
congresses, or gatherings, including those whose place of meeting is 
in the continental United States; or for other special duties, including 
temporary details under commission not at his post or in the Depart- 
ment. 


ASSIGNMENTS TO FOREIGN GOVERNMENTS 


Sec. 575. The Secretary may, in his discretion, assign or detail an 
officer or employee of the Service for temporary service to or in co- 
operation with the government of another country in accordance 
[with the provisions of Me Act of May 25, 1938, as amended (52 Stat. 
442; 53 Stat. 652; 5 U.S.C. 118e).] with the appropriate provisions of 
titles III and LX of Public Law 402, 80th Congress (62 Stat. 7 and 13; 
22 U.S.C. 1451-1458, 1478 and 1479). 


[ASSIGNMENTS TO INTERNATIONAL ORGANIZATIONS 


[Sxc. 576. The Secretary may, in his discretion, assign or detail an 
officer or employee of the ‘Service for temporary service to or in co- 
operation with an international organization in which the United 
States participates under the same conditions as those gov erning the 
assignment or detail of officers or employees of the Service to the gov- 
ernment of another country in accordance with the provisions of the 


Act of May 25, 1938, as amended (52 Stat. 442; 53 Stat. 652; 5 U.S.C. 
118e). 


[ASSIGNMENT OR DETAIL TO THE UNITED STATES NOT TO AFFECT 
PERSONNEL CEILINGS 


[Sxc. 577. An officer or employee of the Service assigned or detailed 
to the continental United States in accordance with the provisions of 
this Act shall not be counted as a civilian employee within the mean- 
ing of section 607 of the Federal Employees’ Pay Act of 1945, as 
amended by section 14 of the Federal Employees’ Pay Act of 1946. ] 
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FOREIGN LANGUAGE KNOWLEDGE PREREQUISITE TO ASSIGNMENT 






Sec. 578. The Secretary shall designate every Foreign Service Officer 
position in a foreign country whose incumbent should have a useful 
knowledge of a language or dialect common to such country. After 
December 31, 1963, each position so designated shall be filled only by 
an incumbent having such knowledge: Provided, That the Secretary 
or Deputy Under Secretary for Administration may make exceptions 
to this requirement for individuals or when special or emergency condi- 
tions exist. The Secretary shall establish foreign language standards for 
assignment abroad cf officers and employees of the Service, and shall 
arrange for appropriate language training of such officers and employees 
at the Foreign Service Institute or elsewhere. 


TITLE VI—PERSONNEL ADMINISTRATION 


Part A—DEFINITIONS 






Sec. 601. For the purposes of this title— 
(1) “Efficiency record” is the term which describes those materials 
considered by the Director General to be pertinent to the preparation 
of an evaluation of the performance of an officer or employee of the 
Service. 

(2) “Efficiency report” is the term which designates the analysis 
of the performance of an officer or employee made by his supervising 
officer or by a Foreign Service inspector in accordance with such 
regulations as may be prescribed by the Secretary. 


Part B—Erriciency REcorps 

































RESPONSIBILITY 





OF THE DIRECTOR GENERAL FOR THE KEEPING 
EFFICIENCY RECORDS 


OF 


Sec. 611. The Director General, acting under the general direc- 
tion of the Board of the Foreign Service, shall be responsible for the 
keeping of accurate and impartial efficiency records. Under his direc- 
tion there shall be assembled, recorded, and preserved all available 
information in regard to the character, ability, conduct quality of 
work, industry, experience, dependability, and general usefulness of 
all officers and employees of the Service, including the reports of For- 
eign Service inspectors and the efficiency reports of supervising officers. 
The Director General shall undertake such statistical and other 
analyses as may be necessary to develop the validity and reliability 
of efficiency reporting forms and procedures. 


TO WHOM RECORDS SHALL BE AVAILABLE 





Src. 612. The correspondence and records of the Department relat- 
ing to the officers and employees of the. Service, including efficiency 
records as defined in section 601(1) but not including records per- 
taining to the receipt, disbursement, and accounting for public funds, 
shall be confidential and subject to inspection only by the President, 
the Secretary, the Under Secretary, the Counselor of the Department, 
the legislative and appropriations committees of the Congress charged 
with considering legislation and appropriations for the Service or 
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representatives duly authorized by such committees, the members of 
the Board of the Foreign Service, the Director General, and such 
officers and employees of the Government as may be assigned by the 
Secretary to work on such records, Under such regulations as the 
Secretary may prescribe and in the interest of efficient personnel 
administration, the whole or any portion of an efficiency record shall, 


upon written request, be divulged to the officer or employee to whom 
such record relates. 


Part C—Promotion or ForeIGN SERVICE OFFICERS AND FOREIGN 
SERVICE RESERVE OFFICERS 


PROMOTION OF FOREIGN SERVICE OFFICERS BY SELECTION 



















Sec. 621. All promotions of Foreign Service officers shall be made 
by the President, in accordance with such regulations as he may pre- 
scribe, by appointment to a higher class, by and with the advice and 
consent of the Senate. Promotion shall be by selection on the basis 
of merit. 


ELIGIBILITY 





Sec. 622. The Secretary shall, by regulation, determine the mini- 
mum period Foreign Service officers must serve in each class and a 
standard for performance for each class which they must meet in 
order to become eligible for promotion to a higher class. In the event 
the Director General shall certify to the Board of the Foreign Service 
that a Foreign Service officer has rendered extraordinarily meritorious 
service, the Board of the Foreign Service may recommend to the 
Secretary that such officer shall not be required to serve such mini- 
mum period in class as a prerequisite to promotion, and the Secretary 
may exempt such officer from such requirement. 


RECOMMENDATIONS FOR PROMOTIONS 












Sec. 623. The Secretary is authorized to establish, with the advice 
of the Board of the Foreign Service, selection boards to evaluate the 
performance of Foreign Service officers, and upon the basis of their 
findings the Secretary shall make recommendations to the President 
for the promotion of Foreign Service officers. No person assigned 
to serve on any such board shall serve in such capacity for any two 
consecutive years. 


PROMOTION OF FOREIGN SERVICE RESERVE OFFICERS 










Sec. 624. Any Reserve officer may receive promotions from one 
class to a next higher class in accordance with regulations prescribed 
by the Secretary. 


{rn-cLass PROMOTIONS OF FOREIGN SERVICE OFFICERS AND RESERVE 
OFFICERS J WITHIN-CLASS SALARY INCREASES OF FOREIGN SERVICE 
OFFICERS AND RESERVE OFFICERS 








Src. 625. Any Foreign Service officer or any Reserve officer, whose 
services meet the standards required for the efficient conduct of the 
work of the [Foreign] Service and who shall have been in a given 
class for a continuous period of nine months or more, shall, on the first 
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day of each fiscal year, receive an increase in salary to the next higher 
rate for the class in which he is serving. W7thout regard to any other 
law, the Secretary is authorized to grant to [a Foreign Service officer 
or a Reserve officer, in any class, ] any such officer additional increases 
in salary, within the salary range established for the class in which he 
is serving, based upon especially meritorious service. 


RELATIONSHIP BETWEEN PROMOTIONS AND FUNCTIONAL 
AND GEOGRAPHIC AREA SPECIALIZATION 


Sec. 626. The achievement of the objectives of this Act requires in- 
creasing numbers of Foreign Service officers to acquire functional and 
geographic area specializations and to pursue such specializations for a 
substantial part of their careers. Such specialization shall not in any 
way inhibit or prejudice the orderly advancement through class 1 of any 
such officer in the Foreign Service. 


Part D—Separation or [Forerien Service] Orricers 
AND Empioyees FRoM THE SERVICE 


FOREIGN SERVICE OFFICERS WHO ARE CAREER AMBASSADORS OR 
CAREER MINISTERS 


Sec. 631. Any Foreign Service officer who is a career ambassador 
or a career minister, other than one oon a position as chief of 
mission [, shall, upon reaching the age of sixty-five, be retired from 


the Service and receive retirement benefits in accordance with the pro- 


visions of section 821, but whenever the Secretary shall determine an 
emergency to exist, he may, in the public interest, extend such an 
officer’s service for a period not to exceed five years.] or any other 
position to which he has been appointed by the President, by and with 
the advice and consent of the Senate, shall wpon reaching the age of 
sixty-five, be retired from the Service and recewe retirement benefits in 
accordance with the provisions of section 821, but whenever the Secretary 
shall determine it to be in the public interest, he may extend such an 
officer's service for a period not to exceed five years. 


FOREIGN SERVICE OFFICERS WHO ARE NOT CAREER AMBASSADORS 
OR CAREER MINISTERS 


Sec. 632. Any Foreign Service officer [who is not a career ambas- 
sador or a career minister shall, upon reaching the age of sixty, be 
retired from the Service and receive retirement benefits in accordance 
with the provisions of section 821 but when the Secretary shall deter- 
mine an emergency to exist, he may, in the public interest, extend 
such an officer’s service for a period not to exceed five years.], other 
than one occupying a position as chief of mission or any other position 
to which he has been appointed by the President, by and with the ad- 
vice and consent of the Senate, who is not a career ambassador or 4 
career minister shall, upon reaching the age of sixty, be retired from 
the Service and receive retirement benefits in accordance with the pro- 
visions of section 821, but whenever the Secretary shall determine v to 
be in the public interest, he may extend such an officer’s service for 4 
period not to exceed five years. 
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SELECTION-OUT 


Sec. 633. (a) The Secretary shall prescribe regulations concern- 
ing— 

(1) the maximum period during which any Foreign Service 
officer below the class of career minister shall be permitted to 
remain in class without promotion; and 

(2) the standard of performance which any such officer must 
maintain to remain in the Service. 

(b) Any Foreign Service officer below the class of career minister 
who does not receive a promotion to a higher class within the specified 
period or who fails to meet the standard of performance required of 
officers in his class shall be retired from the Service and receive benefits 
in accordance with the provisions of section 634. 


SELECTION-OUT BENEFITS 


Sec. 634. (a) Any Foreign Service officer in classes 1, 2, or 3 who is 
retired from the Service in accordance with the provisions of section 
633 shall receive retirement benefits in accordance with the provisions 
of section 821. 

(b) Any Foreign Service officer in classes 4, 5, 6, or 7 who is retired 
from the Service in accordance with the provisions of section 633 shall 
receive— 

(1) one-twelfth of a year’s salary at his then current salary 
rate for each year of service and proportionately for a fraction 
of a year, but not exceeding a total of one year’s salary at his 
then current salary rate, payable without interest, from the For- 
eign Service Retirement and Disability Fund, in three equal in- 
stallments on the Ist day of January following the officer’s retire- 
ment and on the two anniversaries of this date immediately 
following: Provided, That in special cases, the Secretary may in 
his discretion accelerate or combine the installments; and 

(2) a refund of the contributions made to the Foreign Service 
Retirement and Disability Fund, with interest [thereon at 4 per 
centum, compounded annually, except that in lieu of such refund 
such officer may elect to receive retirement benefits on reaching 
the age of sixty-two, in accordance with the provisions of sectios: 
821. In the event that an officer who was separated from classes 
4 or 5 and who has elected to receive retirement benefits dies 
before reaching the age of sixty-two, his death shall be considered 
a death in service within the meaning of section 832. In the event 
that an officer who was separated from classes 6 and 7 and who 
has elected to receive retirement benefits dies before reaching the 
age of sixty-two, the total amount of his contributions made to the 
Foreign Service Retirement and Disability Fund, with interest 
thereon at 4 per centum, compounded annually, shall be paid in 
accordance with the provisions of section 841.] as provided in 
section 841(a), except that in lieu of such refund such officer, if he 
has at least five years of service credit toward retirement under the 
Foreign Service Retirement and Disability System, excluding mili- 
tary or naval service that is credited in accordance with the provisions 
of section 851 or 852(a), may elect to receive retirement benefits on 
reaching the age of sixty in accordance with the provisions of section 















































FOREIGN SERVICE ACT AMENDMENTS OF 1959 


821. In the event that an officer who was separated from class 4 or 
5 and who has elected to receive retirement benefits dies before reaching 
the age of sixty, his death shall be considered a death in service within 
the meaning of section 832. In the event that an officer who was 
separated from class 6 or 7 and who has elected to receive retirement 
benefits dies before reaching the age of sixty, the total amount of 
his contributions made to the Foreign Service Retirement and 
Disability Fund, with interest as provided in section 841(a), shall 
be paid in accordance with the provisions of section 841(b). 

(c) Notwithstanding the provisions of section 3477 of the Revised 
Statutes, as amended (31 U.S.C. 203) or the provisions of any other 
law, a Foreign Service officer who is retired in accordance with the 
provisions of section 633 shall have the right to assign to any person 
or corporation the whole or any part of the benefits receivable by him 
pursuant to paragraph (b)(1) of this section. Any such assignment 
shall be on a form approved by the Secretary of the Treasury and a 
copy thereof shall be deposited with the Secretary of the Treasury 
by the officer executing the assignment. 







FOREIGN SERVICE OFFICERS RETIRED FROM CLASS [s] 7 OR 8 


Sec. 635. [Any Foreign Service officer in class 8 shall occupy proba- 
tionary status. The Secretary may terminate his service at any time.] 
Any Foreign Service officer in class 7 who is appointed under the provi- 
sions of section 516(b) and any Foreign Service officer in class 8 shall 
occupy probationary status. The Secretary may terminate his service 
at any time. 


VOLUNTARY RETIREMENT 









Sec. 636. [Any Foreign Service officer] Any participant in the 
Foreign Service Retirement and Disability System who is at least fifty 
years of age and has rendered twenty years of service, including service 
within the meaning of section 853, may on his own application and 
with the consent of the Secretary be retired from the Service and re- 
ceive benefits in accordance with the provisions of section 821. 


SEPARATION FOR [UNSATISFACTORY PERFORMANCE OF DUTY] CAUSE 





Src. 637. (a) The Secretary may, under such regulations as he may 
prescribe, separate from the Service any Foreign Service officer 
[above class 8 on account of the unsatisfactory performance of his 
duties; but no such officer shall be so separated from the Service until 
he shall have been granted a hearing by the Board of the Foreign 
Service and the unsatisfactory performance of his duties shall have 
been established at such hearing.], Reserve officer, or staff officer or 
employee, on account of the unsatisfactory performance of his duties, 
or for such other cause as will promote the efficiency of the Service, with 
reasons given in writing, but no such officer or employee shall be so 
separated until he shall have been granted a hearing by the Board of the 
Foreign Service and the unsatisfactory performance of his duties, or other 
cause for separation, shall have been established at such hearing, unless 
he shall have waived in writing his right to a hearing. The provisions of 
this section shall not apply to Foreign Service officers of class 8 or any 
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other officer or employee of the Service who is in a probationary status or 
whose appointment is limited or temporary, except when separation is by 
reason of misconduct. 

(b) [Any Foreign Service officer over forty-five years of age, sep- 
arated from the Service in accordance with the provisions of para- 
graph (a) of this section, shall be retired upon an annuity computed 
in accordance with the provisions of section 821 but not in excess of 
25 per centum of his per annum salary at the time of his separation.] 
Any participant in the Foreign Service Retirement and Disability Sys- 
tem separated under the provisions of paragraph (a) of this section shall 
receive a refund of the contributions made to the Foreign Service Retire- 
ment and Disability Fund, with interest, as provided in section 841(a) 
except that in lieu of such refund such officer may, except in cases where the 
Secretary determines that separation was based in whole or in part on the 
ground of disloyalty to the United States, if he has at least five years of 
service credit toward retirement under this System, excluding military or 
naval service that is credited in accordance with the provisions of section 
851 or 852(a), elect to leave his contributions in the Fund and receive an 
annuity, computed as prescribed in section 821 commencing at the age 
of sixty 2 years. In the event that an officer who has elected under the pro- 
visions of this section to receive a deferred annuity dies before reaching 
the age of sixty, his contributions to the Fund, with interests, shall be 
Eri in accordance with the provisions of sections 841 and 881. 

) [Any Foreign Service officer under forty-fiv e years of age, sep- 
uistad from the Service in accordance with the provisioas of paragraph 
(a) of this sectix mn, shall at the time of separation receive a payment 
equal to one year’s salary or the refund of the contributions made by 
him to the Foreign Service Retirement and Disability Fund, whic h- 
ever shall be greater.] Any officer or employee of the Service separated 
under the provisions of paragraph (a) of this section who is not a partici- 
pant in the Foreign Service Retirement and Disability System shall be 
entitled only to such benefits as shall accrue to him under the retirement 
system in which he is @ participant. 

[(d) Any payments made in accordance with the provisions of this 
section shall be made out of the Foreign Service Retirement and 
Disability Fund.] 

(d) Any payments made in accordance with the provisions of para- 
graph (b) of this section shall be made out of the Foreign Service Retire- 
ment and Disability Fund. 


[SEPARATION FOR MISCONDUCT OR MALFEASANCE 


[Sec. 638. The Secretary shall separate from the Service any For- 
eign Service officer or Reserve officer who shall be guilty of misconduct 
or malfeasance in office, but no such officer shall be so separated from 
the Service until he shall have been granted a hearing by the Board of 
the Foreign Service and his misconduct or malfeasance shall have been 
establish at such hearing. Any officer separated from the Service 
in accordance with the provisions of this section shall not be eligible 
to receive the benefits provided by title VIII of this Act, but. his 
contributions to the Foreign Service Retirement and Disability Fund 


shall be returned to him in accordance with the provisions of section 
841(a).J 
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TERMINATION OF LIMITED APPOINTMENTS OF FOREIGN SERVICE RESERVE 
OFFICERS AND STAFF OFFICERS AND EMPLOYEES 


Sec. 638. Notwithstanding the provisions of this or any other law, the 
Secretary may, under such regulations as he may prescribe, terminate at 
any time the services of any Reserve officer or staff officer or employee 
serving under limited appointment, except that, rf the termination is 
because of misconduct, the provisions of section 637 shall be applicable. 

This section shall not modify the conditions of employment of, and 
shall not be applicable to, staff officers who accepted Reserve officer 


appointments during the period from September 1, 1958 through December 
31, 1968. 


Part E—PromoTion or Foreign SEerRvicE STAFF OFFICERS AND 
EMPLOYEES 


CLASS PROMOTION OF STAFF PERSONNEL 


Src. 641. [Any staff officer or employee may, in accordance with 
uniform procedures established in regulations prescribed by the Sec- 
retary, upon demonstration of ability to assume duties of greater re- 
sponsibility, be promoted to a vacant position in a higher class at the 
same or at a higher rate of salary.J] All promotions of staff officers and 
employees to a higher class shall be made at a higher salary on the basis 
of performance and merit in accordance with such regulations as the 
Secretary may prescribe. 


[[1N-cLAss PROMOTIONS OF STAFF OFFICERS AND EMPLOYEES J 
WITHIN CLASS AND LONGEVITY SALARY INCREASES 


Src. 642. [In-class promotion of staff officers and employees shall 
be granted in accordance with regulations prescribed by the Secre- 
tary.] (a) Under such regulations as the Secretary may prescribe, any 
staff officer or employee whose services meet the standards required for 
the efficient conduct of the work of the Service shall receive an increase in 
salary at periodic intervals to the next higher salary rate for the class in 
which he is serving. Without regard to any other law the Secretary 1 
authorized to grant any such officer or employee additional increases in 
salary within the salary range established for the class in which he is serv- 
ing, based upon especially meritorious service. 

(6) Under such regulations as the Secretary may prescribe, any staff 
officer or employee who has attained the maximum salary rate prescribed 
by section 415 for the class in which he is serving may be granted from 
tume to time an additional salary increase beyond the maximum salary 
rate for his class in recognition of longevity and proficiency in the Service. 
Each such salary increase shall be equal to the maximum salary rate of 
the applicable class and no person shall receive more than four such salary 
increases while serving in the same class. 


[Part F—Separation or Starr Orricers AND EMPLOYEES 
FOR UNSATISFACTORY PERFORMANCE OF DUTY 


Sec. 651. The Secretary may, under such regulations as he may 
prescribe, separate from the Service any staff officer or employee on 
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account of the unsatisfactory performance of his duties, but no such 
officer or employee shall be so separated from the Service until he 
shall have been granted a hearing by the Board of the Foreign Service 
and the unsatisfactory performance of his duties shall have been 
established at such hearing.] 















[ror MISCONDUCT OR MALFEASANCE 


Src. 652. The Secretary shall separate from the Service any staff 
officer or employee who shall be guilty of misconduct or malfeasance 
in office, but no such officer or employee shall be so separated from 
the Service until he shall have been granted a hearing by the Board 
of the Foreign Service and his misconduct or malfeasance shall have 
been established at such hearing. ] 


Part G—PROMOTION AND SEPARATION OF ALIEN CLERKS AND 
EMPLOYEES 


PROMOTION 








Sec. 661. Alien clerks and employees shall receive promotions from 
one class to a higher class and in-class promotions in accordance with 
regulations prescribed by the Secretary. 






FOR UNSATISFACTORY PERFORMANCE OF DUTY 

Sec. 662. The Secretary may, under such regulations as he may 
prescribe, separate from the Service any alien clerk or employee on 
account of the unsatisfactory performance of his duties. 










SEPARATION FOR MISCONDUCT OR MALFEASANCE 





Sec. 663. The Secretary shall separate from the Service any alien 
clerk or employee who shall be found guilty of misconduct or 
malfeasance. 






Part H—SeEpaARATION OF CoNnsuULAR AGENTS 
















Sec. 671. The Secretary may, under such regulations as he may 
prescribe, separate any consular agent from the Service on account 
of— 

(a) the unsatisfactory performance of his duties; or 
(b) misconduct or malfeasance. 


Part I—INsPEcTIONS 





Src. 681. The Secretary shall assign or detail Foreign Service offi- 
cers as Foreign Service inspectors to inspect in a substantially uniform 
manner and at least once every two years the work of the diplomatic 
and consular establishments of the United States. Whenever the Sec- 
retary has reason to believe that the business of a consulate is not being 
properly conducted and that it is necessary in the public interest, he 
may authorize any Foreign Service inspector to suspend the prince ipal 
officer or any subordinate consular officer and to administer the office in 
the place of the principal officer for a period not exceeding ninety days. 
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‘The Secretary may also authorize a Foreign Service inspector to sus- 
pend any diplomatic officer except a chief of mission. A Foreign 
Service inspector shall have the authority to suspend any other officer 
or employee of the Service. 


TITLE VII—THE FOREIGN SERVICE INSTITUTE 


ESTABLISHMENT OF THE INSTITUTE 






Sec. 701. The Secretary shall, in order to furnish training and in- 
struction to officers and employees of the Service and of the Depart- 
ment and to other officers and employees of the Government for whom 
training and instruction in the field of foreign relations is necessary, 
and in order to promote and foster programs of study incidental to 
such training, establish a Foreign Service Institute, hereinafter called 
the Institute. The Secretary may also provide to the extent that space is 
available therefor appropriate orientation and language training to spouses 
of officers and employees of the Government in anticipation of the assign- 
ment abroad of such officers and employees. Other agencies of the Gov- 
ernment shall wherever practicable avoid duplicating the facilities of the 
Institute and the training provided by the Secretary at the Institute or 
elsewhere. 


THE DIRECTOR OF THE INSTITUTE—APPOINTMENT, SALARY, AND DUTIES 





Src. 702. The head of the Institute, who shall be known as its Di- 
rector, shall be appointed by the Secretary. The Director shall, under 
the general supervision of the Director General and under such regu- 
lations as the Secretary may prescribe, establish the basic procedures 
to be followed by the Institute; plan and provide for the general na- 
ture of the training and instruction to be furnished at the Institute; 
correlate the training and instruction to be furnished at the Institute 
with the training activities of the Department and other Government 
agencies and with courses given at private institutions that are de- 
signed or may serve to furnish training and instruction to officers and 
employees of the Service; encourage and foster such programs outside 
of the Institute as will be complementary to those of the Institute; 
and take such other action as may be required for the proper admin- 
istration of the Institute. 


AID TO NONPROFIT INSTITUTIONS 


Sec. 703. The Secretary may, within the limits of such appropria- 
tions as may be made specifically therefor, make grants or furnish such 
other gratuitous assistance as he may deem necessary or advisable to 
nonprofit institutions cooperating with the Institute in any of the 
programs conducted by the Director by authority of this title. 










APPOINTMENT, ASSIGNMENT, AND DETAIL TO THE INSTITUTE 





Sec. 704. (a) The Secretary may appoint to the faculty or staff of 
the Institute on a full- or part-time basis such personnel as he may 
deem necessary to carry out the provisions of this title in accordance 
with the provisions of the civil-service laws and regulations and the 
Classification Act of 1923, as amended, except that, when deemed 
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necessary by the Secretary for the effective administration of this 
title, personnel may be appointed without regard to such laws and 
regulations, but any person so appointed shall receive a salary at one 
of the rates provided by the Classification Act of 1923, as amended. 
All appointments to the faculty or staff of the Institute shall be made 
without regard to political affiliations and shall be made solely on the 
basis of demonstrated interest in, and capacity to promote, the pur- 
poses of the Institute. 

(b) The Secretary may, under such regulations as he may prescribe 
and on a full- or part-time basis, assign or detail officers and employees 
of the Service to serve on the faculty or staff of the Institute or to 
receive training at the Institute. 

(c) The Secretary may, under such regulations as he may prescribe 
and on a full- or part-time basis, assign or detail any officer or em- 
ployee of the Department, and, with the consent of the head of the 
Government agency concerned, any other officer or employee of the 
Government, to serve on the faculty or staff of the Institute, or to re- 
ceive training. During the period of his assignment or detail, such 
officer or employee shall be considered as remaining in the position 
from which assigned. 

(d) It shall be the duty of the Director to make recommendations 
to the Secretary with regard to the appointment, assignment, or detail 
of persons to serve on the faculty or staff of the Institute, and the 
Secretary shall in each case take such recommendations into consid- 
eration in making such appointments, assignments, or details. 

(e) The Secretary may, under such regulations as he may prescribe, 
in the absence of suitably qualified United States citizens, employ per- 
sons who are not citizens of the United States by appointment to the staff 
of the Institute either on a full- or part-time basis or by contract for 
services in the United States or abroad at rates not in excess of those 
provided by the Classification Act of 1949, as amended (5 U.S.C. 1071). 

(f) The Secretary may, under such regulations as he may prescribe, 
provide special monetary or other incentives not inconsistent with this 
Act to encourage Foreign Service personnel to acquire or retain pro- 
mney in esoteric forergn languages or special abilities needed in the 

ervice. 


INSTRUCTION AND EDUCATION AT OTHER LOCALITIES THAN THE INSTITUTE 


Sec. 705. The Secretary may, under such regulations as he may pre- 
scribe, pay the tuition and other expenses of officers and employees of 
the Service, assigned or detailed in accordance with the provisions of 
section 573(b) for special instruction or training at or with public 
or private nonprofit institutions, trade, labor, agricultural, or scientific 
associations, or commercial firms. 


ENDOWMENTS AND GIFTS TO THE INSTITUTE 


Src. 706. The Secretary may accept, receive, hold, and administer 
gifts, bequests, or devises of money, securities, or property made tor 
the benefit of, or in connection with, the Foreign Service Institute 
in accordance with part C of title X. 


48 FOREIGN SERVICE ACT AMENDMENTS OF 1959 


ACQUISITION OF REAL PROPERTY FOR THE INSTITUTE 


Sec. 707. The Secretary may, in the name of the United States, ac- 
quire such real property as may be necessary for the operation and 
maintenance of the Institute and, without regard to section 3709 of 
the Revised Statutes, such other property and equipment as may be 
necessary for its operation and maintenance. 


TITLE VIII—THE FOREIGN SERVICE RETIREMENT AND 
DISABILITY SYSTEM 


Part A—EsTABLISHMENT OF SYSTEM 
RULES AND REGULATIONS 


Sec. 801. (a) The President may prescribe rules and regulations 
for the maintenance of a Foreign Service Retirement and Disability 
System, originally established by section 18 of the Act of May 24, 
1924 (43 Stat. 144), referred to hereafter as the System. 

(b) The Secretary shall administer the System in accordance with 
such rules and regulations and with the principles established by this 
Act. 

MAINTENANCE OF FUND 


Suc. 802. The Secretary of the Treasury shall maintain the special 
fund, known as the Foreign Service Retirement and Disability Fund, 
referred to hereafter as the Fund, originally constituted by section 18 
of the Act of May 24, 1924 (43 Stat. 144). 


PARTICIPANTS 


Sec. 803. (a) The following persons, hereafter referred to as par- 
ticipants, shall be entitled to the benefits of the System: 
(1) All Foreign Service officers; 
(2) All other persons making contributions to the Fund on the 
effective date of this Act; 
(3) Any chief of mission who is not otherwise entitled to be a par- 
ticipant and who fulfills the conditions of paragraph (b) of this section; 
(b) A person to become a participant in accordance with the pro- 
visions of paragraphs (a) (3) of.this section must— 
(1) have served as chief of mission for an aggregate period of 
twenty years or more, exclusive of extra service credit in accord- 
ance with the provisions of section 853; and 


(2) [have paid into the Fund a special contribution equal to. 


5 per centum of his basic salary for each year of such service with 
interest thereon to date of payment, compounded annually at 
4 per centum.] have paid into the Fund a special contribution for 
each year of such service in accordance with the provisions of section 
852(b). 

(c) (1) In accordance with such regulations as the President may 
prescribe, any Foreign Service staff officer or employee appointed by the 
Secretary of State who has completed at least ten years of continuous 
service in the Department’s Foreign Service, exclusive of military service, 
shall become a participant in the System and shall make a special contri 
bution to the Fund in accordance with the provisions of section 852. 
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(2) Any such officer or employee who, under the provisions of para- 
graph (e)(1) of this section, becomes a participant in the System, shall 
be mandatorily retired for age during the first year after the effective date 
of this section if he attains age sixty-four or if he is over age sixty-four; 
during the second year at age sixty-three; during the third year at age 
sixty-two; during the fourth year at age sixty-one, and thereafter at age 
sixty. 

(3) Any officer or employee who becomes a participant under the 
provisions of paragraph (c)(1) of this section, who is age 61 or over on 
the effective date of this section, and who is retired mandatorily under 
the provisions of paragraph (c)(2) of this section, shall receive, in addition 
to retirement benefits under section 821, one-twelfth of a year’s salary aé 
his then current rate for each year of service and proportionately for a 
fraction of a year, but not exceeding a total of one year’s salary at his then 
current salary rate, payable without interest, from the Fund, at the time 
of his retirement. 

ANNUITANTS 


Sec. 804. [Annuitants shall be persons who are receiving annuities 
from the Fund on the effective date of this Act, persons who shall 
become entitled to receive annuities in accordance with the provisions 
of sections 519, 631, 632, 634, 636, 637, 831, 832, and 833, and all 
widows and beneficiaries of participants who are entitled to receive 
annuities in accordance with the terms of this title.] (a) Annuwitants 
shall be persons who are receiving annuities from the Fund on the effective 
date of this Act and all persons, including surviving wives and husbands, 
widows, dependent widowers, children, and beneficiaries of participants 
or annuitants who shall become entitled to receive annuities in accordance 
with the provisions of this Act, as amended, or in accordance with the 
provisions of section 5 of the Act of May 1, 1956 (70 Stat. 125). 

(b) When used in this title the term— 

(1) “Widow” means surviving wife of a participant who was married 
to such participant for at least two years immediately preceding his death 
or is the mother of issue by such marriage. 

2) “Dependent widower” means the surviving husband of a participant 
who was married to such participant for at least two years immediately 
preceding her death or is the father of issue by such marriage, and who is 
meapable of self-support by reason of mental or physical disability, and 
who received more than one-half of his support from such participant. 

(3) “Child” means an unmarried child, under the age of 18 years, or 
such unmarried child regardless of age who because of physical or mental 
disability incurred before age 18 is incapable of self-support. In addition 
to the offspring of the participant and his or her spouse the term includes 
(a) an adopted child, and (b) a step-child or recognized natural child who 
received more than one-half of his support from the participant. 


Part B—Compvutsory CONTRIBUTIONS 


[Sec. 811. Five per centum of the basic salary received by each 
participant shall be contributed to the Fund, and the Secretary of the 
Treasury is directed to cause such deductions to be made and the sums 
transferred on the books of the Treasury Department to the credit of 
the Fund for the payment of annuities, cash benefits, refunds, and 
allowances. ] 
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Szec. 811. (a) Six and one-half per centum of the tasic salary received 
by each participant shall be contributed to the Fund for the payment of 
annuities, cash benefits, refunds, and allowances. An equal sum shall 
also be contributed from the respective appropriation or fund which is 
used for payment of his salary. The amounts deducted and withheld from 
basic salary together with the amounts so contributed from the appropria- 
tion or fund, shall be deposited by the Department of State in the Treasury 
of the United States to the credit of the Fund. 

(6) Each participant shall be deemed to consent and agree to such 
deductions from basic salary, and payment less such deductions shall 
be a full and complete discharge and acquittance of all claims and de- 
mands whatsoever for all regular services during the period covered by 
such payment, except the right to the benefits to which he shall be entitled 


under this Act, notwithstanding any law, rule, or regulation affecting the 
individual’s salary. 


Part C—CompvtaTIon oF ANNUITIES 


Sec. 821. (a) The annuity of a participant shall be equal to 2 per 
centum of his average basic salary for the highest five consecutive 
years of service, for which full contributions have been made to the 
Fund, multiplied by the number of years [service], not exceeding 
thirty-five [years.], of service credit obtained in accordance with the 
provisions of sections 851, 852, and 853. However, the highest five 
years of service for which full contributions have been made to the 
Fund shall be used in computing the annuity of any [Foreign Service 
officer] participant who serves as chief of mission and whose continuity 
of service as such is interrupted prior to retirement by appointment or 
assignment to any other position determined by the Secretary to be 
of comparable importance. In determining the aggregate period of 
service upon which the annuity is to be based, the fractional part of a 
month, if any, shall not be counted. 

(b) [At the time of his retirement, a participant, if the husband of 
a wife to whom he has been married for at least three years or who 
is the mother of issue by such marriage, may elect to receive a re- 
duced annuity for himself and to provide for an annuity payable 
to his widow, commencing on the date following his death and con- 
tinuing as long as she may live. The annuity payable to his widow 
shall in no case exceed 25 per centum of his average basic salary as 
computed in accordance with subsection (a) of this section, or 66% 
~ centum of his reduced annuity. If the age of the participant 1s 
ess than the age of the wife or exceeds her age by not more than 
eight years, the annuity of the participant will be reduced by an 
amount equal to one-half of the annuity which he elects to have paid 
to his widow. If the age of the participant exceeds the age of the wife 
by more than eight years, the annuity of the participant will be re- 
duced by an amount equal to one-half the annuity which he elects to 
have paid to his widow plus an additional reduction equal to 2 per 
centum of such widow’s annuity for each year, or fraction thereof, 
that the difference in age exceeds eight. The participant may at his 
option also elect to have his annuity reduced by an additional 5 per 
centum of the amount which he elects to have paid to his widow, wit 
a provision that, from and after the death of his wife, if the par- 
ticipant shall survive her, the annuity payable to the participant 
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shall be that amount which would have been payable if no option had 
been elected.] At the time of retirement, any married participant may 
elect to receive a reduced annuity and to promde for an annuity payable 
to his wife or her husband, commencing on the date following such par- 
ticipant’s death and terminating upon the death of such surviving wife 
or husband. The annuity payable to the surviving wife or husband 
after such participant’s death shall be 50 per centum of the amount of 
the participant’s annuity computed as prescribed in paragraph (a) of 
this section, up to the full amount of his annuity specified by him as the 
base for the survivor benefits. The annwity of the participant making 
such election shall be reduced by 2% per centum of any amount up to 
$2,400 he specifies as the base for the survivor benefit plus 10 per centum 
of any amount over $2,400 so specified. 

(c) [A participant who is not married at the time of his retire- 
ment or who is married to a wife who is not entitled to an annuity 
in accordance with the provisions of paragraph (b) of this section may 
elect to receive a reduced annuity for himself and to provide for an 
additional annuity payable after his death to a beneficiary whose name 
shall be notified in writing to the Secretary at the time of his retire- 
ment and who is acceptable to the Secretary. The annuity payments 
payable to such beneficiary shall be either equal to the deceased parti- 
cipant’s reduced annuity payments or equal to 50 per centum of such 
reduced annuity payments and upon the death of the surviving bene- 
ficiary all payments shall cease and no further annuity payments shall 
be due or payable. The combined actuarial value of the two annuities 
on the date of retirement as determined by the Secretary of the Treas- 
ury shall be the same as the actuarial value of the annuity provided by 
paragraph (a) of this section. No such election of a reduced annuity 
payable to a beneficiary other than a child of the participznt shall be 
a until the participant shall have satisfactorily passed a physical 
examination as prescribed by the Secretary. Annuity payments pay- 
able in accordance with the provisions of this section to a beneficiary 
who is a child of a participant shall cease when the beneficiary reaches 
the age of twenty-one years.] 

(1) If an annuitant dies and is survived by a wife or husband and 
by a child or children, in addition to the annuity payable to the sur- 
vving wife or husband, there shall be paid to or on behalf of each child 
an annuity equal to the smallest of: (i) 40 per centum of the annuitant’s 
average salary divided by the number of children; (ii) $600; or (vii) 
$1,800 divided by the number of children. 

(2) If an annuitant dies and is not survived by a wife or husband but 
by a child or children, each surviving child shall be paid an annuity 
equal to the smallest of: (i) 50 per centum of the annuitant’s average 
salary divided by the number of children; (ii) $720; or (vii) $2,160 divided 
by the number of children. 

(d) If a surviving wife or husband dies or the annuity of a child is 
terminated, the annuities of any remaining children shall be recomputed 
and paid as though such wife, husband, or child had not survived the 
participant. 

(e) The annuity payable to a child under paragraph (c) or (d) of this 
section shall begin on the first day of the next month after the participant 
dies and such annuity or any right thereto shall be terminated upon death, 
marriage, or attainment of the age of eighteen years, except that, if a child 
is incapable of self-support by reasons of mental or physical disability, 
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the annuity shall be terminated only when such child dies, marries, or 
recovers from such disability. 

(f) At the time of retirement an unmarried participant may elect to 
recewe a reduced annuity and to provide for an annuity equal to 50 per 
centum of the reduced annuity payable after his or her death to a benefi- 
cuary whose name shall be desrgnated in writing to the Secretary. The 
annutty payable to a participant making such election shall be reduced 
by 10 per centum of an annuity computed as provided in paragraph (a) 
of this section and by 5 per centum of an annuity so computed for each 
full five years the person designated is younger than the retiring partici- 
pant, but such total reduction shall not exceed 40 per centum. No such 
election of a reduced annuity payable to a beneficiary shall be valid until 
the participant shall have satisfactorily passed a physical examination 
as prescribed by the Secretary. The annuity payable to a beneficiary 
under the provisions of this paragraph shall begin on the first day of the 
next month after the participant dies. Upon the death of the surviving 
beneficvary all payments shall cease and no further annuity payments 
authorized under this paragraph shall be due or payable. 


RETIREMENT FOR DISABILITY OR INCAPACITY—-PHYSICAL EXAMINA- 
TION—RECOVERY 





Sec. 831. (a) [Any participant who, after serving for a total period 
of not less than five years, becomes totally disabled or incapacitated 
for useful and efficient service by reason of disease or injury incurred 
in the line of duty but not due to vicious habits, intemperance, or will- 
ful misconduct on his part, shall, upon his own application or upon 
order of the Secretary, be retired on an annuity computed as pre- 
scribed in section 821. If the disabled or incapacitated participant 
has had less than twenty years of service at the time he is retired, his 
annuity shall be computed on the assumption that he had had twenty 
years of service.] Any participant who has five years of service credit 
toward retirement under the System, excluding military or naval service 
that is credited in accordance with provisions of section 851 or 852(a) (2), 
and who becomes totally disabled or incapacitated for useful and efficient 
service by reason of disease, illness, or injury not due to vicious habits, 
intemperance, or willful misconduct on his part, shall upon his own 
application or upon order of the Secretary, be retired on an annuity 
computed as prescribed in section 821. If the disabled or incapacitated 
participant has less than twenty years of service credit toward his retire- 
ment under the System at the time he is retired, his annuity shall be com- 
puted on the assumption that he has had twenty years of service, but the 
additional service credit that may accrue to a participant under this pro- 
vision shall in no case exceed the difference between his age at the time 
of retirement and the mandatory retirement age applicable to his class in 
the Service. 

(b) [In each case such disability shall be determined by the report 
of a duly qualified physician or surgeon, designated by the Secretary 
to conduct the examination. Uuless the disability is permanent, a like 
examination shall be made annually until the annuitant has reached 
the retirement age as defined in sections 631 and 632, and the payment 
of the annuity shall cease from the date of a medical examination 
showing recovery. Fees for examinations under this provision, to- 
gether with reasonable traveling and other expenses incurred in order 
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to submit to examination, shall be paid out of the Fund.J Jn each 
case, the participant shall be given a physical examination by one or more 
duly qualified physicians or surgeons designated by the Secretary to con- 
duct examinations, and disability shall be determined by the Secretary on 
the basis of the advice of such physicians or surgeons. Unless the disa- 
bility is permanent, like examinations shall be made annually until the 
annuitant has reached the statutory mandatory retirement age for his class 
in the Service. If the Secretary determines, on the basis of the advice of 
one or more duly qualified physicians or surgeons conducting such exam- 
inations that an annuitant has recovered to the eatent that he can return to 
duty, the annuitant may apply for reinstatement or reappointment in 
the Service within one year from the date his recovery is determined. 
Upon application the Secretary shall reinstate any such recovered disa- 
bility annuitant in the class in which he was serving at time of retirement, 
or the Secretary may, taking into consideration the age, qualifications, 
and experience of such annuitant, and the present class of his contempo- 
raries in the Service, appoint him or, in the case of an annuitant who is 
a former Foreign Service officer, recommend that the President appoint 
him, by and with the advice and consent of the Senate, to a class higher 
than the one in which he was serving prior to retirement. Payment of the 
annuity shall continue until a date siz months after the date of the exam- 
ination showing recovery or until the date of reinstatement or reappoint- 
ment in the Service, whichever is earlier. Fees for examinations under 
this provision, together with reasonable traveling. and other expenses 
incurred in order to submit to examination, shall be paid out of the Fund. 
If the annuitant fails to submit to examination as required under this 
section, payment of the annuity shall be suspended until continuance of 
the disability is satisfactorily established. 

(c) [When the annuity is discontinued under this provision before 
the annuitant has received a sum equal to the total amount of his con- 
tributions, with accrued interest, the difference shall be paid to him 
or his legal representatives in the order of precedence prescribed in 
section 841.] Jf a recovered disability annuitant whose annuity is 
discontinued 1s for any reason not reinstated or reappointed in the Service, 
he shall be considered to have been separated unthin the meaning of 
section 834 as of the date he was retired for disability and he shall, after 
the discontinuance of the disability annuity, be entitled to the benefits 
of that section or of section 841(a) except that he may elect voluntary 
retirement in accordance with the provisions of section 636 if he can 
qualify under its provisions. 

(d) No participant shall be entitled to receive an annuity under this 
Act and compensation for injury or disability to himself under the Federal 
Employees’ Compensation Act of September 7, 1916, as amended, covering 
the same period of time. This provision shall not bar the right of any 
claimant to the greater benefit conferred by either Act for any part of the 
same period of time. Neither this provision nor any provision of the 
Act of September 7, 1916, as amended, shall be so construed as to deny 
the right of any person to receive an annuity under this Act by reason of 
his own services and to receive concurrently any payment under such 
Act of September 7, 1916, as amended, by reason of the death of any 
other persons. 

(e) Notwithstanding any provision of law to the contrary, the right 
of any person entitled to an annuity under this Act shall not be affected 
because such person has received an award of compensation in a lump 
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sum under section 14 of the Act of September 7, 1916, as amended, except 
that where such annuity is payable on account of the same disability 
for which compensation under such section has been paid, so much of 
such compensation as has been paid for any period extended beyond the 
date such annuity becomes effective, as determined by the Secretary of 
Labor, shall be refunded to the Department of Labor, to be paid into the 
Federal Employees’ Compensation Fund. Before such person shall 
receive such annuity he shall (1) refund to the Department of Labor the 
amount representing such computed payments for such extended period, 
or (2) authorize the deduction of such amount from the annuity payable 
to him under this Aci, which amount shall be transmitted to noch ream 
ment for reimbursement to such Fund. Deductions from such annuity 
may be made from accrued and accruing payments, or may be prorated 
against and paid from accruing payments in such manner as the Sec- 
retary of Labor shall determine, whenever he finds that the financial 
circumstances of the annuitant are such as to warrant such deferred 
refunding. 
DEATH IN SERVICE 


Src. 832. [In case a participant shall die without having estab- 
lished a valid claim for annuity, the total amount of his contributions 
with interest thereon at 4 per centum per annum, compounded on June 
30 of each year, except as provided in section 881 and as hereinafter 
provided in this section, shall be paid to his legal representatives in 
the order of precedence given under section 841 upon the establishment 
of a valid claim therefor. If the deceased participant rendered at 


least five years of service, and is survived by a widow to whom he 
was married for at least three years, or who is the mother of issue 
by such marriage, such widow shall be paid an annuity equal to 
the annuity which she would have been entitled to receive if ber 
husband had been retired on the date of his death and had elected to 
receive a reduced joint and survivorship annuity, computed as pre- 
scribed in section 821, providing the maximum annuity for his widow, 
unless prior to the date of his death he shall have elected, in lieu of 
such widow’s annuity, and with the approval of the Secretary, to 
have his deductions returned with interest as provided in the first 
sentence of this section covering participants dying without having 
established a valid claim for annuity. If the deceased participant 
had had less than twenty years of service at the time of his death, 
the annuity payable to his widow shall be computed on the assumption 
that he had had twenty years of service.] 

(a) In case a participant dies and no claim for annuity is payable 
under the provisions of this Act, his contributions to the Fund, with 
interest at the rates prescribed in sections 841(a) and 881(a), shall be 
paid in the order of precedence shown in section 841(b). 

(6) If a participant who has at least five years of service credit 
toward retirement under the System, excluding military or naval service 
that is credited in accordance with the provisions of section 851 or 
852(a)(2), dies before separation or retirement from the Service and is 
survived by a widow or a dependent widowerer, as defined in section 804, 
such widow or dependent widower shall be entitled to an annuity equal to 
50 per centum of the annuity computed in accordance with the provisions 
of paragraph (e) of this section and of section 821(a). The annuity 
of such widow or dependent widower shall commence on the date following 
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death of the participant and shall terminate wpon death of the widow or 
dependent widower, or upon the dependent widower’s becoming capable of 
self-support. 

(c) If a participant who has at least five years of service credit toward 
retirement under the System, excluding military or naval service that is 
credited in accordance with the provisions of section 851 or 852(a)(2), 
dies before separation or retirement from the Service and is survived by 
a wife or a husband and a child or children, each surviving child shall be 
entitled to an annuity computed in accordance with the provisions of 
section 821(c)(1). The child’s annuity shall begin and be terminated 
in accordance with the provisions of section 821(e). Upon the death o 
the surviving wife or husband or termination of the annuity of a child, 
the annuities of any remaining children shall be recomputed and paid as 
though such wife or husband or child had not survived the participant. 

(d) If a participant who has at least five years of service credit toward 
retirement under the System, excluding military or naval service that is 
credited in accordance with the provisions of section 851 or 852(a)(2), 
dies before separation or retirement from the Service and is not survived 

a wife or husband, but by a child or chi/dren, each surviving child 
shall be entitled to an annuity computed in accordance with the provisions 
of section 821(c)(2). The child’s annuity shall begin and terminate in 
accordance with the provisions of section 821(e). Upon termination of 
the annuity of a child, the annuities of any remaining children shall be 
a and paid as though that child had never been entitled to the 

efu. 

(e) If, at the time of his or her death, the participant had less than 
twenty years of service credit toward retirement under the System, the 
annuities payable in accordance with paragraph (b) of this section shall 
be computed in accordance with the provisions of section 821 on the assump- 
tion he or she has had twenty years of service, but the additional service 
credit that may accrue to a deceased participant under this provision shall 
in no case exceed the difference between his or her age on the date of death 
and the mandatory retirement age applicable to his or her class in the 
Service. In all cases arising under paragraphs (6), (c), (d), or (e) of this 
section, it shall be assumed that the deceased participant was qualified 
jor retirement on the date of his death. 




































RETIREMENT OF PERSONS WHO ARE PARTICIPANTS UNDER SECTION 
803 (A) (3) 







Sec. 833. (a) Any person who is a participant, has at least twenty 
years of service to his credit, and has reached the age of fifty years, 
but it not a Foreign Service officer at the time he is retired in accord- 
ance with the provisions of law governing retirement in the position 
that he occupies, shall be entitled to an annuity computed as prescribed 

in section 821. 

_(b) Any person who is a participant in accordance with the pro- 
visions of section 803(a)(3) shall be entitled to voluntary retirement 
to the same extent and subject to the same conditions as a Foreign 
Service officer. 


DISCONTINUED SERVICE RETIREMENT 






Sec. 834. (a) Any participant who voluntarily separates from the 
Service after obtaining at least five years of service credit toward retire- 
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ment under the System, excluding military or naval service that is credited 
in accordance with the provisions of section 851 or 852(a)(2), may, upon 
separation from the Service or at any time prior to becoming eligible for 
an annuity, elect to have his contributions to the Fund returned to him 
in accordance with the provisions of section 841, or to leave his contri- 
butions in the Fund and receive an annuity computed as prescribed in 
section 821, commencing at the age of sixty years. 

(6) Lf a participant who has qualified vn accordance with the pro- 
visions of paragraph (a) of this section to receive a deferred annuity 
commencing at the age of sixty dies before reaching the age of siaty his 
contributions to the Fund, with interest, shall be paid in accordance with 
the provisions of sections 841 and 881. 

Sec. 841. (a) [Whenever a participant becomes separated from the 
Service without becoming eligible for an annuity or a deferred annuity 
in accordance with the provisions of this Act, the total amount of 
contributions from his salary with interest thereon at 4 per centum 
per annum, compounded annually up to the date of such separation, 
except as provided in section 881, shall be returned to him.] Whenever 
a participant becomes separated from the Service without becoming eligible 
for an annuity or a deferred annuity in accordance with the provisions of 
this Act, the total amount of contributions from his salary with interest 
thereon at 4 per centum per annum, compounded annually at the end of 
each fiscal year through June 30, 1959; semiannually as of December 31, 
1959; annually thereafter as of December 31, and proportionately for the 
period served during the year of separation including all contributions 
made during or for such period, except as provided in section 881, shall 
be returned to him. 

(b) [In the event that the total contributions of a retired partici- 
pant, other than voluntary contributions made in accordance with the 
provisions of section 881, with interest compounded annually at 4 per 
centum added thereto, exceed the total amount returned to such 
participant or to an annuitant claiming through him, in the form of 
annuities, accumulated at the same rate of interest up to the date the 
annuity payments cease under the terms of the annuity, the excess of 
the accumulated contributions over the accumulated annuity pay- 
ments shall be paid in the following order of precedence, upon the 
establishment of a valid claim therefor: 

[(1) To the beneficiary or beneficiaries designated by the retired 
participant in writing to the Secretary; 

[(2) If there be no such beneficiary, to the duly appointed executor 
or administrator of the estate of the retired participant; 

[(3) If there be no such beneficiary, or executor or administrator, 
payment may be made to such person or persons as may appear in the 
judgment of the Secretary to be legally entitled thereto, and such pay- 
ment shall be a ban to recovery by any other person. ] 

In the event that the total contributions of a retired participant, other 
than voluntary contributions made in accordance with the provisions of 
section 881, with interest at 4 per centum per annum compounded annually 
as is provided in paragraph (a) of this section added thereto, exceed the 
total amount returned to such participant or to an annuitant claiming 
through him, in the form of annuities, accumulated at the same rate of 
interest up to the date the annuity payments cease under the terms of the 
annuity, the excess of the accumulated contributions over the accumulated 
annuity payments shall be paid in the following order of precedence, upon 
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the establishment of a valid claim therefor and such payment shall be a 
ban to recovery by any other person: 

(1) To the lischeae or beneficiaries designated by the retired partici- 
pant in writing to the Secretary; 

(2) If there be no such beneficiary, to the surviving wife or husband of 
such participant; 

(3) If none of the above, to the child or children of such participant 
and descendants of deceased children by representation; 

(4) If none of the above, to the parents of such participant or the 
survivor of them; 

(5) If none of the above, to the duly appointed executor or admin- 
istrator of the estate of such participant; 

(6) If none of the above, to other next of kin of such participant as 
may be determined by the Secretary in his gudgment to be legally entitled 
thereto. 

(c) No payment shall be made pursuant to paragraph (b)[(3)] (6) 
of this section until after the expiration of thirty days from the death 
of the retired participant or his surviving annuitant. 

Sec. 851. [For the purposes of this title, the period of service of a 
participant shall be computed from the effective date of appointment 
as Foreign Service officer, or, if appointed prior to July 1, 1924, as 
diplomatic secretary, consul general, consul, vice consul, deputy con- 
sul, consular assistant, consular agent, commercial agent, interpreter, 
or student interpreter, and shall include periods of service at different 
times as either a diplomatic or consular officer, or while on assignment 
to the Department, or while on special duty or service in another 
department or establishment of the Government, or while on any 
assignment in accordance with the provisions of part H of title V, but 
all periods of separation from the Service and so much of any leaves 
of absence as may exceed six months in the aggregate in any calendar 
year shall be excluded, except sick leaves of absence for illness or 
injury incurred in the line of duty, with or without pay, and leaves 
of absences granted participants while performing active military or 
naval service in the Army, Navy, Marine Corps, or Coast Guard of 
the United States.] For “the purposes of this title, the period of service 
of a participant shall be computed from the effective date of appointment 
as a Foreign Service officer, or, if appointed prior to July 1, 1924, as an 
officer or employee of the Diplomatic or Consular Service of the United 
States, or from the date he becomes a participant under the provisions of 
this Act, as amended, but all periods of separation from the Service and 
80 much of any leaves of absence without pay as may exceed six months 
in the aggregate in any calendar year shall be excluded, except leaves of 
absence while recewing benefits under the Federal EF: mployees’ Compen- 
sation Act of September 7, 1916, as amended, and leaves of absence 
granted participants while performing active and honorable military or 
naval service in the Army, Navy, Air Force, Marine Corps, or Coast 
Guard of the United States. 

Sec. 852. (a) A participant may, subject to the provisions of this 
section, include in his period of service— 

(1) civilian service [performed as a civilian officer or employee 
of the] in the executive, judicial, and legislative branches of the 
Federal Government and in the District of Columbia government, 
prior to becoming a participant; and 

(2) active and honorable military or naval service in the Army, 
Navy, Marine Corps, Air Force, or Coast Guard of the United 
States. 
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(b) [A person may obtain credit for prior service by making a 
special contribution to the Fund equal to 5 per centum of his annual 
salary for each year of service for which credit is sought subsequent 
to July 1, 1924, with interest thereon to date of payment compounded 
annually at 4 per centum, except that no special contributions shall 
be required for periods of active military or naval service in the 
Army, Navy, Marine Corps, Air Force, or Coast Guard of the United 
States prior to becoming a participant. Any such participant may, 
under such conditions as may be determined in each instance by the 
Secretary, pay such special contributions in installments during the 
continuance of his service.] A person may obtain prior civilian service 
credit in accordance with the provisions of paragraph (a)(1) of this 
section by making a special contribution to the Fund equal to 5 per 
centum of his basic annual salary for each year of service for which 
credit is sought subsequent to July 1, 1924, and prior to the effective date 
of the Foreign Service Act Amendments of 1959, and at 6% per centum 
thereafter with interest compounded annually at 4 per centum per annum 
to the date of payment. Any such person may, under such conditions 
as may be determined in each instance by the Secretary, pay such special 
contributions in installments. 

(c) [Nothing in this Act shall be construed so as to affect in any 
manner a participant’s right to retired pay, pension, or compensation 
in addition to the annuities herein provided, but no participant may 
obtain prior service credit toward an annuity under the Foreign Serv- 
ice Retirement and Disability System for any period of service, 
whether in a civilian or military capacity, on the basis of which he 
is receiving or will in the future be entitled to receive any annuity, 
pension, or other retirement or disability payment or allowance.] 
(1) If any officer or employee under some other Government retirement 
system, becomes a participant in the System by direct transfer, such officer 
or employee's total contributions and deposits, including interest accrued 
thercon, except voluntary contributions, shall be transferred to the Fund 
effective as of the date such officer or employee becomes a participant in 
the System Each such officer or employee shall be deemed to consent to 
the transfer of such funds and such transfer shall be a complete discharge 
and acquittance of all claims and demands against the other Government 
retirement fund on account of service rendered prior to becoming a partici- 
pant in the System 

(2) No officer or employee, whose contributions are transferred to 
the Fund in accordance with the provisions of paragraph (c)(1) of this 
section, shall be required to make contributions in addition to those 
transferred, for periods of service for which full contributions were made 
to the other Government retirement fund, nor shall any refund be made 
to any such officer or employee on account of contributions made during 
any period to the other Government retirement fund, at a higher rate 
than that fixed by section 811 of this Act for contributions to the Fund. 

(3) No officer or employee, whose contributions are transferred to the 
Fund in accordance with the provisions of paragraph (c)(1) of this 
section, shall receive credit for periods of service subsequent to July 1, 
1924, for which a refund of contributions has been made, or for which 
no contributions were made to the other Government retirement fund. 
A participant may, however, obtain credit for such prior service by making 
a special contribution to the Fund in accordance with the provisions of 
paragraph (b) of this section. 
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(2) No participant may obtain prior civilian service credit toward 
retirement under the System for any period of civilian service on the basis 
of which he is recewing or will in the future be entitled to receive any 
annunity under another retirement system covering civilian personnel of 
the Government. 

(e) A participant may obtain prior military or naval service credit 
im naka with the provisions of paragraph (a)(2) of this section 
by applying for it to the Secretary prior to retirement or separation 
from the Service. However, in the case of a participant who is eligible for 
and receives retired pay on account of military or naval service, the 
period of service upon which such retired pay is based shall not be in- 
cluded, except that in the case of a participant who is eligible for and 
receives retired pay on accovnt of a service-connected disability incurred 
in combat with an enemy of the United States or caused by an instru- 
mentality of war and incurred in line of duty during an enlistment or 
employment as provided in Veterans Regulation Numbered 1(a), part I, 
paragraph I, or is awarded under Chapter 67 of Title 10 of the United 
States Code, the period of such military or naval service shall be in- 
cluded. No contributions to the Fund shall be required in connection 
with military or naval service credited to a participant in accordance with 
the provisions of paragraph (a)(2) of this section. 


RECOMPUTATION OF ANNUITIES OF CERTAIN FORMER PARTICIPANTS 














Sze. 855. The annuity of each former participant under the System, 
who retired prior to July 28, 1956 and who at the time of his retirement 
had creditable service in excess of thirty years, shall be recomputed on the 
basis of actual years of creditable service not in excess of thirty-five years. 
Service which was not creditable under the System on the date a former 
participant retired, shall not be included as creditable service for the pur- 
pose of this recomputation. The annuities payable to such persons shall, 
when recomputed, be paid at the rates so determined, but no such recom- 
putation or any other action taken pursuant to this section shall operate 
to reduce the rate of the annuity any such person is entitled to receive 
under the System. 
















EXTRA SERVICE CREDIT FOR SERVICE AT UNHEALTHFUL POSTS 





Src. 853. The President may from time to time establish a list 
of places which by reason of climatic or other extreme conditions are 
to be classed as unhealthful posts, and each year of duty subsequent 
to January 1, 1900, at such posts inclusive of regular leaves of ab- 
sence, of participants thereafter retired, shall be counted as one year 
and a half, and so on in like proportion in reckoning the length of 
service for the purpose of retirement, fractional months being con- 
sidered as full months in computing such service, but no such extra 
credit for service at such unhealthful posts shall be credited to any 
participant who shall have been paid a salary differential in accordance 
with section 443, as amended, for such service performed subsequent 


, 

, to the date of enactment of the Foreign Service Act Amendments 
: of 1955. 

J CREDIT FOR SERVICE WHILE ON MILITARY LEAVE 






Sec. 854. Contributions shall not be required covering periods of 
leave of absence from the Service granted a participant while per- 
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forming active military or naval service in the Army, Navy, Marine 
Corps, or Coast Guard of the United States. 


Part G—Mowneys 
ESTIMATE OF APPROPRIATIONS NEEDED 


Sec. 861. The Secretary of the Treasury shall prepare the estimates 
of the annual appropriations required to be made to the Fund, and 
shall make actuarial valuations of such funds at intervals of five 
years, or oftener if deemed necessary by him. The Secretary of State 
may expend from money to the credit of the Fund an amount not 
exceeding $5,000 per annum for the incidental expenses necessary in 
administering the provisions of this title, including actuarial advice. 


ANNUAL REPORT TO CONGRESS 


Src. 862. The Secretary shall submit annually to the President and 
to the Congress a comparative report showing the condition of the 
Fund and estimates of appropriations necessary to continue this title 
in full force. 

INVESTMENT OF MONEYS IN THE FUND 


Sec. 863. The Secretary of the Treasury shall invest from time to 
time in interest-bearing securities of the United States such portions 
of the Fund as in his judgment may not be immediately required for 
the payment of annuities, cash benefits, refunds, and allowances, and 
the income derived from such investments shall constitute a part of 


such Fund. 
ATTACHMENT OF MONEYS 


Src. 864. None of the moneys mentioned in this title shall be assign- 
able either in law or equity, or be subject to execution, levy, attach- 


ment, garnishment, or other legal process, except as provided in 
section 634(c). 


Part H—[Orricers REINSTATED IN THE SERVICE] AnnurrantTs Re- 
CALLED, REINSTATED OR REAPPOINTED GN THE SERVICE OR ReEM- 
PLOYED IN THE GOVERNMENT 


RECALL 


Sec. 871. [A Foreign Service officer, reinstated in the Service in 
accordance with the provisions of section 520(b) shall, while so 
serving, be entitled in lieu of his retirement allowance to the full 
pay of the class in which he is temporarily serving. During such 
service, he shall make contributions to the Fund in accordance with 
the provisions of section 811. If the annuity he was receiving prior 
to his reinstatement in the Service was based on less than thirty-five 
years of service credit, the amount of his annuity when he reverts to 
the retired list shall be recomputed on the basis of his total service 
credit.] Any annuitant recalled to duty in the Service in accordance 
with the provisions of section 520(b) or reinstated or reappointed in 
accordance with the provisions of section 831(b) shall, while so serving, 
be entitled in lieu of his annuity to the full salary of the class in which he 
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is serving. During such service, he shall make contributions to the 
Fund in accordance with the provisions of section 811. The amount of 
his annuity when he reverts to his retired status shall be recomputed in 
accordance with the provisions of section 821. 


REEMPLOYMENT 


Sec. 872. (a) Notwithstanding any other provision of law, any officer 
or employee of the Service, who has retired under this Act, as amended, 
and is recewing an annuity pursuant thereto, and who is reemployed an 
the Federal Government service in any appointive position either on a 
part-time or full-time basis, shall be entitled to receive the salary of the 
position in which he is serving plus so much of his annuity payable 
under this Act, as amended, which when combined with such salary does 
not exceed during any calendar year the highest basic salary such officer 
or employee was entitled to receive under sections 412 or 415 of the Act, 
as amended, on the date of his retirement from the Service. Any such 
reemployed officer or employee who receives salary during any calendar 
year in excess of the maximum amount which he may be entitled to receive 
under this paragraph shall be entitled to such salary in lieu of benefits 
hereunder. 

(6) When any such retired officer or employee of the Service is reem- 
ployed, the employer shall send a notice to the Department of State of such 
reemployment together with all pertinent information relating thereto 
and shall cause to be paid, by transfer or otherwise, to the Department 
of State funds necessary to cover gross salary, employer contributions, 
and gross lump sum leave payment relating to the employment of the 
reemployed officer or employee. The Department of State shall make to 
and on behalf of the reemployed officer or employee payments to which he 
is entitled under the provisions of paragraph (a) of this section, and shall 
make those withholding and deductions authorized and required by law. 

(c) In the event of any overpayment under this section the Secretary of 
State is authorized to withhold the amount of such overpayment from the 
salary payable to such reemployed officer or employee or from his annuity. 

Sec. 881. (a) Any participant may, at his option and under such 
regulations as may be prescribed by the President, deposit additional 
sums in multiples of 1 per centum of his basic salary, but not in excess 
of 10 per centum of such salary, which amounts together with interest 
at 3 per centum per annum, compounded [on June 30 of each year, 
shall, at the date of his retirement and at his election, be—] annually 
at the end of each fiscal year through June 30, 1959; semiannually as of 
December 31, 1959; annually thereafter as of December 31, and pro- 
portionately for the period served during the year of his retirement, includ- 
ing all contributions made during or for such period, shall, at the date of 
his retirement and at his election, be— 

(1) returned to him in a ‘lumpsum; or 

(2) used to purchase an additional life annuity; or 

(3) used to purchase an additional life annuity for himself and 
to provide for a cash payment on his death to a beneficiary whose 
name shall be notified in writing to the Secretary by the partici- 
pant; or 

(4) used to purchase an additional life annuity for himself and 
a life annuity commencing on his death payable to a beneficiary 
whose name shall be notified in writing to the Secretary by the 
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are Yuen with a guaranteed return to the beneficiary or his 
egal representative of an amount equal to the cash payment 
referred to in paragraph 3. 

(b) The benefits provided by subparagraphs 2, 3, or 4 of paragraph 
(a) of this section shall be Sale equivalent in value to the pay- 
ment provided for by paragraph (a)(1) of this section and shall be 
calculated upon such tables of mortality as may be from time to time 
prescribed for this purpose by the Secretary of the Treasury. 

(c) In case a participant shall become separated from the Service 
for any reason except retirement on an annuity, the amount of any 
additional deposits with interest at 3 per centum per annum, com- 
pounded [annually] as is provided in paragraph (a) of this section, 
made by him under the provisions of this paragraph shall be refunded 
in the manner provided in section 841 for the return of contributions 
and interest in the case of death or [withdrawal from active service] 
separation from the service. 

(d) Any benefits payable to an officer or to his beneficiary in respect 
to the additional deposits provided under this paragraph shall be in 
addition to the benefits otherwise provided under this title. 


TITLE IX—ALLOWANCES AND BENEFITS 


Part A—-ALLOWANCES AND SPECIAL ALLOTMENTS 






















QUARTERS, COST OF LIVING, AND REPRESENTATION ALLOWANCES 





Sec. 901. In accordance with such regulations as the President may 
prescribe and notwithstanding the provisions of section 1765 of the 
Revised Statutes (5 U.S.C. 70), the Secretary is authorized to grant 
S any officer or employee of the Service who is a citizen of the United 

tates— 

(1) allowances, wherever Government owned or rented quar- 
ters are not available, for living quarters, heat, light, fuel, gas, 
and electricity, including allowances for the cost of lodging at 
temporary quarters, incurred, by an officer or employee of the 
Service and the members of his family upon first arrival at a 
new post, for a period not in excess of three months after such 
first arrival or until the occupation of residence quarters, which- 
ever period shall be shorter, up to but not in excess of the aggre- 
gate amount of the per diem that would be allowable to such 
officer or employee for himself and the members of his family 
for such period if they were in travel status; 

(2) cost-of-living allowances, whenever the Secretary shall 
determine— 

(i) that the cost of living at a post abroad is proportion- 
ately so high that an allowance is necessary to enable an 
officer or employee of the Service at such post to carry on his 
work efficiently ; 

(ii) that extraordinary and necessary expenses, not 
otherwise compensated for, are incurred by an officer or em- 
ployee of the Service incident to the establishment of his 
residence at any post of assignment abroad or at a post of 

assignment in the continental United States between 
assignments to posts abroad; 
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(iii) that an allowance is necessary to assist an officer or 
employee of the Service who is compelled by reason of dan- 
gerous, notably unhealthful, or excessively adverse living 
conditions at his post abroad or for the convenience of the 
Government to meet the additional expense of maintaining 
his wife and minor children elsewhere than in the country 
of his assignment; 

(iv) that extraordinary and necessary expenses, not 
otherwise compensated for, must be incurred by an officer 
or employee of the Service, by reason of his service abroad, 
in providing for adequate elementary and secondary educa- 
tion for his dependents; allowances under this subparagraph 
for any post shall not exceed the cost of obtaining such 
educationsl services as are ordinarily provided without 
charge by the public schools of the United States plus, in 
those cases where adequate schools are not available at the 
post, board and room, and periodic transportation between 
the post and the nearest iocality where adequate schools are 
available; if any such officer or employee employs a less 
expensive method of providing such education, any allowance 
paid to him shall be reduced accordingly; no allowance shall 
be paid under this subparagraph for a dependent for whom 
a travel allowance has been paid under section 911(9); 

(3) allowances in order to provide for the proper representa- 
tion of the United States by officers or employees of the Service. 

































ALLOTMENT FOR OFFICIAL RESIDENCE OF CHIEF AMERICAN 
REPRESENTATIVE 






Sec. 902. The Secretary may, under such regulations as he may 
prescribe, make an allotment of funds to any post to defray the 
unusual expenses incident to the operation and maintenance of official 
residences suitable for principal representatives of the United States 
at that post. 


ACCOUNTING FOR ALLOWANCES 









Sec. 903. All such allowances and allotments shall be accounted for 

to the Secretary in such manner and under such rules and regulations 

as the President ae prescribe. The Secretary shall report all such 
y 


expenditures annually to the Congress with the budget estimates of 
the Department. 


Part B—TRAVEL AND RELATED EXPENSES 






GENERAL PROVISIONS 












Sec. 911. The Secretary may, under such regulations as he shall 
prescribe, pay 

(1) the travel expenses of officers and employees of the Service, 
included expenses incurred while traveling pursuant to orders 
issued by the Secretary in accordance with the provisions of 
section 933 with regard to the granting of home leave; 

(2) the travel expenses of the members of the family of an 
officer or employee of the Service when proceeding to or returning 
from his post of duty; accompanying him on authorized home 
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leave; or otherwise traveling in accordance with authority 
granted pursuant to the terms of this or any other Act; 

(3) the cost of transporting the furniture and household and 
personal effects of an officer or employee of the Service to his 
successive posts of duty and, on the termination of his services, 
to the place where he will reside; 

(4) the cost of storing the furniture and household and per- 
sonal effects of an officer or employee of the Service who is absent 
under orders from his usual post of duty, or who is assigned 
to a post to which, because of emergency conditions, he cannot 
take or at which he is unable to use, his furniture and household 
and personal effects; 

(5) the cost of storing the furniture and household and per- 
sonal effects of an officer or employee of the Service on first arrival 
at a post for a period not in excess of three months after such 
first arrival at such post or until the establishment of residence 
quarters, whichever shall be shorter; 

(6) the travel expenses of the members of the family and the 
cost of transporting the personal effects and automobile of an 
officer or employee of the Service, whenever the travel of such 
officer or employee is occasioned by changes in the seat of the 
government whose capital is his post; 

(7) the travel expenses and transportation costs incident to the 
removal of the members of the family of an officer or employee of 
the Service and his furniture and household and personal effects, 
including automobiles, from a post at which, because of the preva- 
lence of disturbed conditions, there is imminent danger to life and 
property, and the return of such persons, furniture, and effects 
to such post upon the cessation of such conditions; or to such other 
post as may in the meantime have become the post to which such 
officer or employee has been assigned; 

(8) the cost of preparing and transporting to their former 
homes in the continental United States or to a place not more 
distant, the remains of an officer or employee of the Service who 
is a citizen of the United States and of the members of his family 
who may die abroad or while in travel status; 

(9) the travel expenses incurred by an officer or employee 
of the Service who is assigned to a foreign post, in transporting 
dependents to and from United States posts of entry designated 
by the Secretary, to obtain an American secondary or college 
education, not to exceed one trip each way for each dependent 
for the purpose of obtaining each type of education. 
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LOAN OF HOUSEHOLD FURNISHINGS AND EQUIPMENT 


Src. 912. The Secretary may, if he shall find it in the interests of the 
Government to do so as a means of eliminating transportation costs, 
provide officers and employees of the Service with basic household 
furnishings and equipment for use on a loan basis in personally owned 
or leased residences. 


TRANSPORTATION OF [AUTOMOBILES] MOTOR VEHICLES 


Sec. 913. The Secretary may, notwithstanding the provisions of any 
other law, transport for or on behalf of an officer or employee of the 
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Service, a privately owned [automobile] motor vehicle or replacement 
thereof in any case where he shall determine that water, rail, or air 
transportation of the [automobile] motor vehicle or replacement 
thereof is necessary or expedient for any part or of all the distance 
between points of origin and destination. 


Part C—Commissary SERVICE 
























Src. 921. (a) The Secretary may, under such regulations as he 
may prescribe, establish and maintain emergency commissary or mess 
service in such places abroad where, in his judgment, such services 
are necessary temporarily to insure the effective and efficient perform- 
ance of the duties and responsibilities of the Service, such services to 
be available to the officers and employees of all Government agencies 
located in any such places abroad. Reimbursements incident to the 
maintenance and operation of commissary or mess service shall be at 
not less than cost as determined by the Secretary and shall be used as 
working funds: Provided, That an amount equal to the amount ex- 
pended for such services shall be covered into the Treasury as miscel- 
laneous receipts. 

(b) The Secretary, under such regulations as he may prescribe, 
may authorize and assist in the establishment, maintenance, and op- 
eration, by officers and employees of the Service, of non-Government- 
operated commissary and mess services and recreation facilities at 
posts abroad, including the furnishing of space, utilities, and proper- 
ties owned or leased by the United States for use by its diplomatic 
and consular missions. The provisions of the Foreign Service Build- 
ings Act, 1926, as amended (22 U.S.C. 292-300), may be utilized by 
the Secretary in providing such assistance. Commissary or mess 
services and recreation facilities established pursuant to this subsec- 
tion shall be made available, insofar as practicable, to officers and 
employees of other Government agencies and their dependents who are 
stationed abroad. Such services or facilities shall not be established 
in localities where another United States agency operates similar 
services or facilities unless the Secretary determines that such addi- 
tional services or facilities are necessary. 

(c) Notwithstanding the last paragraph under the heading ‘‘Sub- 
sistence Department” in the Act of March 3, 1911 (10 U.S.C. 1253), 
or the provisions of any other law, charges at any post abroad by a 
commissary or mess service or recreation facility authorized or as- 
sisted under this section shall be at the same rate for all civilian per- 
sonnel of the Government serviced thereby, and all charges for 
supplies furnished to such a service or facility abroad by any Govern- 
ment agency shall be at the same rate as that charged by the furnishing 
agency to its civilian commissary or mess services or recreation 
facilities. 

(d) Notwithstanding the provisions of section 5 of the Act of July 
16, 1914, as amended (5 U.S.C. 78) the Secretary may authorize 
any principal officer to approve the use of Government-owned vehicles 
located at his post for transportation of United States Government 
employees who are American citizens, and their dependents, to and 
from recreation facilities when public transportation is unsafe or is 
not available. 
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Part D—LEAvVE or ABSENCE 


ORDERING RETURN OF PERSONNEL TO UNITED STATES ON LEAVES OF 
ABSENCE 


Sec. 933. (a) The Secretary shall order to the continental United 
States, its Territories and possessions, on statutory leave of absence 
every officer and employee of the Service who is a citizen of the United 
States upon completion of two years’ continuous service abroad or as 
soon as possible thereafter. 

(b) While in the continental United States, its Territories and pos- 
sessions, on leave, the service of any officer or ‘employ ee shall be avail- 
able for such work or duties in the Department or elsewhere as the 
Secretary may prescribe, but the time of such work or duties shall not 
be counted as leave. 


RESERVE OFFICERS ASSIGNED TO THE SERVICE 


Sc. 934. (a) A Reserve officer, assigned to the Service from any 
Government agency shall, notwithstanding the provisions of any 
other law, be ‘eranted annual leave of absence and sick leave of 
absence in accordance with the provisions of part D of this title 
during the period of his assignment. 

(b) Under such regulations as the President may prescribe, a person 
assigned to the Service as a Reserve officer from any Government 
agency may, notwithstanding the provisions of the Act of December 
21, 1944 (58 Stat. 845; 5 U.S.C. 61b), transfer to the Service any 
annual or sick leave of absence standing to his credit at the time of 
his assignment to the Service. On his return to the agency by which 
he is regularly employed, he may transfer the aggregate of his accu- 
mulated and current annual and sick leave to that agency but the 
amount of leave so transferred shall not exceed the maximum which 
an officer or employee of the agency to which he is returning may have 
to his credit on the date of his return. 


TRANSFER OF LEAVE OF ABSENCE 


Sec. 935. Under such regulations as the President may great 
an officer or employee of the Service who resigns from the Service in 
order to accept an appointment in any Government agency may trans- 
fer to such Government agency any annual or sick leave of absence 
standing to his credit at the time of his resignation from the Service 
and any officer or employee of any Government agency who resigns 
from such agency in order to accept an appointment to the Service 
may transfer to the Service any annual or sick leave of absence stand- 
ing to his credit at the time of his resignation from the Government 
agency in which he was employed, but in no event shall the amount 
of annual or sick leave of absence so transferred exceed the maximum 
amount of the annual or sick leave of absence which may be accumu- 
lated in either the Service or the Government agency to which such 
person is appointed, as the case may be. 
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APPLICATION 


Sec. 936. The Annual and Sick Leave Act of 1951, as amended 
(5 U.S.C. 2061 and the following), shall apply to career ministers 
and Foreign Service officers, who are not serving as chiefs of mission 
or who are not serving in a position in the Department which requires 
appointment by the President, by and with the advice and cunsent of 
the Senate, and to Foreign Service Reserve officers who are com- 
missioned as diplomatic or consular officers, or both, in accordance 
with section 524 of the Foreign Service Act of 1946, as amended, 
notwithstanding the provisions of section 202(c)(1)(A) of the Annual 
and Sick Leave Act of 1951, as amended. 


OF ANNUAL AND SICK LEAVE 





ACT OF 1951 
















































Part E—MeEpiIcaL SERVICES 





EXPENSES OF TREATMENT 


Src. 941. (a) In the event an officer or employee of the Service 
who is a citizen of the United States incurs an illness or injury while 
such person is located abroad, which requires hospitalization or sim- 
ilar treatment, and which is not the result of vicious habits, intemper- 
ance, or misconduct on his part, the Secretary may, in accordance 
with such regulations as he may prescribe, pay for the cost of treat- 
ment of such illness or injury. 

(b) In the event a dependent of a United States citizen officer or 
employee of the Service who is stationed abroad, incurs an illness or 
injury while such dependent is located abroad, which requires hos- 
pitalization or similar treatment, and which is not the result of vicious 
habits, intemperance, or misconduct on his part, the Secretary may, 
in accordance with such regulations as he may prescribe, pay for that 
portion of the cost of treatment of each such illness or injury that 
exceeds $35 up to a maximum limitation of one hundred and twenty 
days of treatment for each such illness or injury, except that such 
maximum limitation shall not apply whenever the Secretary, on the 
basis of professional medical advice, shall determine that suc +h illness 
or injury clearly is caused by the fact that such dependent is or has 
been located abroad. 

(c) After sufficient experience in the operation of the medical pro- 
tection plan authorized in subsections (a) and (b) of this section has 
been obtained, as determined by the Secretary, and if he considers 
that the benefits so authorized can be provided for as well and as 
cheaply in other ways, the Secretary may, under such regulations, and 
for such persons, locations, and conditions as he may * deem appro- 
priate, and within the limits prescribed in such subsections, contract 
for medical care pursuant to such arrangements, insurance, medical 
services, or health plans as he may deem appropriate. 





TRANSPORTATION 





TO APPROVED HOSPITALS 






Sec. 942. (a) In the event an officer or employee of the Service who 
is a citizen of the United States or his dependents incurs an illness 
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or injury requiring hospitalization, not the result of vicious habits, 
intemperance or misconduct, while stationed abroad in a locality 
where there does not exist a suitable hospital or clinic, the Secretary 
may, in accordance with such regulations as he may prescribe, pay 
the travel expenses of such person by whatever means he shall deem 
appropriate and without regard to the Standardized Government 

ravel Regulations and section 10 of the Act of March 3, 1933, as 
amended (60 Stat. 808, 5 U.S.C. 73b), to the nearest locality where a 
suitable hospital or clinic exists, and on his recovery pay for the 
travel expenses of his return from such hospital or clinic. If any 
such officer, employee, or dependent is too ill to travel unattended, 
the Secretary may also pay the round-trip travel expenses of an at- 
tendant or attendants. 

(b) The Secretary may establish a first-aid station and provide for 
the services of a physician, a nurse, or other medical personne] at a 
post at which, in his opinion, sufficient personnel is employed to 
warrant such a station. 


PHYSICAL EXAMINATIONS AND COSTS OF INOCULATIONS 


Sec. 943. The Secretary shall, under such regulations as he may 
prescribe, provide for physical examinations for applicants for employ- 
ment and for officers and employees of the Service who are citizens 
of the United States, and for their dependents, including examinations 
necessary to establish disability or incapacity in accordance with the 
provisions of section 831, and shall provide for administering inocu- 
lations or vaccinations to such officers and employees and their 


dependents. 
TITLE X—MISCELLANEOUS 
Part A—PROHIBITIONS 


AGAINST UNIFORMS 


Sec. 1001. An officer or employee of the Service holding a position 
of responsibility in the Service shall not wear any uniform except 
such as may be authorized by law or such as a military commander 
may require civilians to wear in a theater of military operations. 


AGAINST ACCEPTING PRESENTS 


Sec. 1002. An officer or employee of the Service shall not ask or, 
without the consent of the Congress, receive, for himself or any other 
person, any present, emolument, pecuniary favor, office, or title from 
any foreign government. A chief of mission or other principal officer 
may, however, under such regulations as the President may prescribe, 
accept gifts made to the United States, or to any political subdivision 
thereof by the government to which he is accredited or from which 
he holds an exequatur. 


AGAINST ENGAGING IN BUSINESS ABROAD 


Sec. 1003. An officer or employee of the Service shall not, while 
holding office, transact or be interested in any business or engage for 
profit in any profession in the country or countries to which he is 
assigned abroad in his own name or in the name or through the agency 
of any other person, except as authorized by the Secretary. 
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AGAINST CORRESPONDENCE ON AFFAIRS OF FOREIGN GOVERNMENTS 














Sec. 1004. (a) An officer or employee of the Service shall not cor- 
respond in regard to the public affairs of any foreign government 
except with the proper officers of the United States, except as author- 
ized by the Secretary. 

(b) An officer or employee of the Service shall not recommend any 
person for employment in any position of trust or profit under the 
government of the country to which he is detailed or assigned, except 
as authorized by the Secretary. 


AGAINST POLITICAL, 





RACIAL, RELIGIOUS, OR COLOR DISCRIMINATION 









Src. 1005. In carrying out the provisions of this Act, no political 
test shall be required and none shall be taken into consideration, nor 
shall there be any discrimination against any person on account of 
race, creed, or color. 

Part B—Bonps 





























Sec. 1011. Every secretary, consul general, consul, vice consul, 
Foreign Service officer, and Foreign Service Reserve officer, and, if 
required, any other officer or employee of the Service or of the Depart- 
ment before he enters upon the duties of his office shall give to the 
United States a bond in such form and in such penal sum as the Secre- 
tary shall prescribe, with such sureties as the Secretary shall approve, 
conditioned without division of penalty for the true and faithful per- 
formance of his duties, including (but not by way of limitation) certi- 
fying vouchers for payment, accounting for, paying over, and deliver- 
ing up of all fees, moneys, goods, effects, books, records, papers, and 
other property that shall come to his hands or to the hands of any other 
person to his use as such officer or employee under any law now or 
hereafter enacted and for the true and faithful performance of all 
other duties now or hereafter lawfully imposed upon him as such offi- 
cer or employee, and such bond shall be construed to be conditioned for 
the true and faithful performance of all official duties of whatever 
character now or hereafter lawfully imposed upon him, or by him as- 
sumed incident to his employment as an officer or employee of the Gov- 
ernment. Notwithstanding any other provisions of law, upon ap- 
proval of any bond given pursuant to this Act, the principal shall not 
be required to give another separate bond conditioned for the true 
and faithful performance of only a part of the duties for which the 
bond given pursuant to this Act is conditioned. The bond of an offi- 
cer or employee of the Service shall be construed to be conditioned 
for the true and faithful performance of all acts of such officer in- 
cident to his office regardless of whether appointed or commissioned as 
diplomatic, consular, Foreign Service officer, or other officer of the 
Service. The bonds herein mentioned shall be deposited with the Sec- 
retary of the Treasury. Nothing herein contained shall be deemed to 
obviate the necessity of furnishing any bond which may be required 
pursuant to the provisions of the Subsistence Expense Act of 1926, as 
amended (44 Stat. 688; 47 Stat. 405; 56 Stat. 39; 5 U.S.C. 821-823, 
827-833). 
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Part C—GiIrtTs 


Src. 1021. (a) The Secretary may accept on behalf of the United 
States gifts made unconditionally by will or otherwise for the benefit 
of the Department ineluding the Service or for the carrying out of 
any of its functions. Conditional gifts may be so accepted [if recom- 
mended by the Director General,] at the discretion of the Secretary, 
and the principal of and income from any such conditional gift shall 
be held, invested, reinvested, and used in accordance with its condi- 
tions, but no gift shall be accepted which is conditioned upon any 
expenditure not to be met therefrom or from the income thereof un- 
less such expenditure has been approved by Act of Congress. 

(b) Any unconditional gift of money accepted pursuant to the au- 
thority granted in paragraph (a) of this section, the net proceeds from 
the liquidation (pursuant to paragraph (c) or paragraph (d) of this 
section) of any other property so accepted, and the proceeds of insur- 
ance on any such gift property not used for its restoration, shall be 
deposited in the Treasury of the United States and are hereby appro- 
priated and shall be held in trust by the Secretary of the Treasury 
for the benefit of the Department including the Service, and he may 
invest and reinvest such funds in interest-bearing obligations of the 
United States or in obligations guaranteed as to both principal and 
interest by the United States. Such gifts and the income from such 
investments shall be available for expenditure in the operation of the 
Department including the Service and the performance of its func- 
tions, subject to the same examination and audit as is provided for 
appropriations made for the Department including the Service by 
Congress. 

(c) The evidences of any unconditional gift of intangible personal 
property, other than money, accepted pursuant to the authority 
granted in paragraph (a) of this section, shall be deposited with the 
Secretary of the Treasury and he, in his discretion, may hold them, or 
liquidate them except that they shall be liquidated upon the request 
of the Secretary wheneyer necessary to meet payments required in the 
operation of the Department including the Service or the performance 
of its functions. The proceeds and income from any such property 
held by the Secretary of the Treasury shall be available for expenditure 
as is provided in paragraph (b) of this section. 

(d) The Secretary shall hold any real property or any tangible 
personal property accepted unconditionally pursuant to the authority 
granted in paragraph (a) of this section and he shall permit such 
property to be used for the operation of the Department including 
the Service and the performance of its functions or he may lease or 
hire such property, and may insure such property, and deposit the 
income thereof with the Secretary of the Treasury to be available for 
expenditure as provided in paragraph (b) of this section. The in- 
come from any such real property or tangible personal property shall 
be available for expenditure in the discretion of the Secretary for the 
maintenance, preservation, or repair and insurance of such property 
and any proceeds from insurance may be used to restore the property 
insured. Any such property when not required for the operation of 
the Department including the Service or the performance of its functions 
may be liquidated by the Secretary, and the proceeds thereof deposited 
with the Secretary of the Treasury, whenever in his judgment the 
purposes of the gifts will be served thereby. 
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(e) For the purpose of Federal income, estate, and gift taxes, any 
gift, devise, or bequest accepted by the Secretary under authority of 
this Act shall be deemed to be a gift, devise, or bequest to or for the 
use of the United States. 









Part D—AvtTHorizATION To RETAIN ATTORNEYS 







Sec. 1031. The Secretary may, without regard to sections 189 and 
365 of the Revised Statutes (5 U.S.C. 49 and 314), authorize a prin- 
cipal officer to procure legal services whenever such services are 
required for the protection of the interests of the Government or to 


enable an officer or employee of the Service to carry on his work 
efficiently. 














Part F—ExemptTion From TaxaTION 









Sec. 1051. Section 116 of the Internal Revenue Code, as amended 
(53 Stat. 48; 53 Stat. 575; 56 Stat. 842; 58 Stat. 46; 26 U.S.C. 116), 
relative to exclusions from gross income, is further amended by adding 
at the end thereof a new subsection to read as follows: 

“‘(k) In the case of an officer or employee of the Foreign Service 
of the United States, amounts received by such officer or employee as 
















































7 allowances or otherwise under the terms of title LX of the Foreign 
L ‘ e > 99 - 
' Service Act of 1946. 
F Part G—INTERPRETATION OF THE ACT 
. LIBERAL-CONSTRUCTION CLAUSE 
7 
_ Sec. 1061. The provisions of this Act shall be construed liberally 
al in order to effectuate its purpose. 
y 
1e PROVISIONS THAT MAY BE HELD INVALID 
or 
st F Sec. 1062. If any provision of this Act or the application of any 
he such provision to any person or circumstance shall be held invalid, the 
ce validity of the remainder of the Act and the applicability of such pro- 
ty vision to other persons or circumstances shall not be affected thereby. 
re 
HEADINGS OF TITLES, PARTS, AND SECTIONS 

ble oo 
ity Sec. 1063. The headings descriptive of the various titles, parts, and 
ich sections of this Act are inserted for convenience only, and, in case of 
ing any conflict between any such heading and the substance of the title, 
“or part, or section to which it relates, the heading shall be disregarded. 

e 
rf PROVISIONS OF THE ACT OF JULY 3, 1946 
“ll Src. 1064. Nothing in this Act shall be construed to affect the pro- 
¥ visions of sections 1, 2, 3, and 4 of the Act of July 3, 1946 (Public 
pr Law 488, Seventy-ninth Congress). The ‘classified grades” within 
i the meaning of that Act shall, from and after the effective date of 
eTv) 





this Act, be construed to mean classes 1 to 5, inclusive. 





Part H—AvTHORIZATION FOR APPROPRIATIONS 










Sec. 1071. Appropriations to carry out the purposes of this Act are 
hereby authorized. 
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Public Law 885—84th Congress 
Chapter 841—2d Session 

S. 2569 

AN ACT To provide certain basic authority for the Department of State 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Secretary of State 
is authorized to establish, maintain, and operate passport and dispatch 
agencies. 

Sec. 2. The Secretary of State, when funds are appropriated there- 
for, may— 

(a) provide for printing and binding outside the continental 
United States without regard to section 11 of the Act of March 1, 
1919 (44 U.S.C. 111); 

(b) pay the cost of transportation to and from a place of stor- 
age and the cost of storing the furniture and household and per- 
sonal effects of an employee of the Foreign Service who is as- 
signed to a post at which he is unable to use his furniture and 
effects, under such regulations as the Secretary may prescribe; 

(c) employ aliens, by contract, for services abroad ; 

(d) provide for official functions and courtesies; 

(e) purchase uniforms; and 

(f) pay tort claims, in the manner authorized in the first para- 
graph of section 2672, as amended, of title 28 of the United States 
Code when such claims arise in foreign countries in connection 
with Department of State operations abroad. 

Src. 3. The Secretary of State is authorized to— 

(a) obtain insurance on official motor vehicles operated by the 
Department of State in foreign countries, and pay the expenses 
incident thereto; 

(b) rent tie lines and teletype equipment; 

(c) provide ice and drinking water for United State Em- 
bassies and Consulates abroad; 

(d) pay excise taxes on negotiable instruments which are nego- 
tiated by the Department of State abroad; 

(e) pay the actual expenses of preparing and transporting to 
their former homes the remains of persons, not United States 
Government employees, who may die away from their homes 
while participating in international educational exchange activi- 
ties under the jurisdiction of the Department of State; 

(f) pay expenses incident to the relief, protection, and burial 
of American seamen, and alien seamen from United States vessels 
in foreign countries and in the United States Territories and 
possessions; 

(g) pay the expenses incurred in the acknowledgment of the 
services of officers and crews of foreign vessels and aircraft in 
rescuing American seamen, airmen, or citizens from shipwreck of 
other catastrophe abroad or at sea; 

(h) rent or febhe; for periods of less than ten years, such offices, 
buildings, grounds, and living quarters for the use of the Foreign 
Service abroad as he may deem necessary, and make payments 

therefor in advance; and 































































ra- 


FOREIGN SERVICE ACT AMENDMENTS OF 1959 73 


(i) maintain, improve, and repair properties rented or leased 
pursuant to authority contained in subsection (h) of this section 
and furnish fuel, water, and utilities for such properties. 

Src. 4. The Secretary of State is authorized to— 

(a) make expenditures, from such amounts as may be specifi- 
cally appropriated therefor, for unforeseen emergencies arising 
in the diplomatic and consular service and, to the extent author- 
ized in appropriation Acts, funds expended for such purposes 
may be accounted for in accordance with section 291 of the 
Revised Statutes (31 U.S.C. 107); and 

(b) delegate to subordinate officials the authority vested in 
him by section 291 of the Revised Statutes pertaining to certifi- 
cation of expenditures. 

Sec. 5. The Secretary of State is authorized to— 

(a) provide for participation by the United States in interna- 
tional activities which arise from time to time in the conduct of 
foreign affairs for which provision has not been made by the 
terms of any treaty, convention, or special Act of Congress: 
Provided, That this subsection shall not be constrved as granting 
authority to accept membership for the United States in any 
international organization, or to participate in the activities of 
any international organization for more than one year without 
approval by the Congress; and 

(b) pay the expenses of participation in activities in which 
the United States participates by authority of subsection (a) 
of this section, including, but not limited to the following: 

(1) Employment of aliens; 

(2) Travel expenses without regard to the Standardized Gov- 
ernment Travel Regulations and to the rates of per diem allow- 
ances in lieu of subsistence expenses under the Travel Expense 
Act of 1949, as amended (5 U.S.C. 835-842); 

(3) Travel expenses of persons serving without compensation 
in an advisory capacity while away from their homes or regular 
places of business not in excess of those authorized for regular 
officers and employees traveling in connection with said inter- 
national activities; and 

(4) Rental of quarters by contract or otherwise. 

Sec. 6. The provisions of section 8 of the United Nations Participa- 
tion Act of 1945, as amended (22 U.S.C. 287e), and regulations there- 
under, applicable to expenses incurred pursuant to that Act, may be 
applicable to the obligation and expenditure of funds in connection 
with United States participation in the International Civil Aviation 
Organization. 

Sec. 7. The exchange allowances or proceeds derived from the 
exchange or sale of passenger motor vehicles in possession of the For- 
eign Service abroad, in accordance with section 201(c) of the Act 
of June 30, 1949 (40 U.S.C. 481(c)), shall be available without fiscal 
year limitation for replacement of an equal number of such vehicles. 

Src. 8. The Secretary of State may, when authorized in an appro- 
priation or other law, transfer to any department, agency, or inde- 
pendent establishment of the Government, with the consent of the 
head thereof, any funds appropriated to the Department of State, for 
direct expenditure by such department, agency, or independent estab- 
lishment for the purposes for which the funds are appropriated. 
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Sec. 9. The Secretary of State is authorized to enter into contracts 
in foreign countries involving expenditures from funds appropriated 
or otherwise made available to the Department of State, without 
regard to the provisions of section 3741 of the Revised Statutes (41 
U.S.C. 22): Provided, That nothing in this section shall be construed to 
waive the provisions of section 431 of title 18 of the United States Code. 

Sec. 10. Appropriated funds made available to the Department of 
State for expenses in connection with travel of personnel outside the 
continental United States, including travel of dependents and trans- 
portation of personal effects, household goods, or automobiles of such 
personnel shall be available for such expenses when any part of such 
travel or transportation begins in one fiscal year pursuant to travel 
orders issued in that year, notwithstanding the fact that such travel 
or transportation may not be completed during that same fiscal year. 

Sec. 11. Notwithstanding the provisions of section 16(a) of the 
Act of August 2, 1946 (5 U.S.C. 78(e)), the Secretary of State may 
authorize any chief of diplomatic mission to approve the use of Gov- 
ernment-owned vehicles or taxicabs in any foreign country for trans- 
portation of United States Government employees from their residence 
to the office and return when public transportation facilities other than 
taxicabs are unsafe or are not available. 

Src. 12. The Secretary of State, with the approval of the Bureau of 
the Budget, shall prescribe the maximum rates of per diem in lieu of 
subsistence (or of similar allowances therefor) payable while away 
from their own countries to foreign participants in any exchange of 
persons program, or in any program of furnishing technical infor- 
mation and assistance, under the jurisdiction of any Government 
agency, and said rates may be fixed without regard to any provision 
of law in limitation thereof. 

Sec. 13. Allowances granted under section 901(1) of the Foreign 
Service Act of 1946 (22 U.S.C. 1131(1)), may include water, in addition 
to the utilities specified. 

Sxc. 14. Appropriations now or hereafter made available for allow- 
ances granted under the authority in part A of title [IX of the Foreign 
Service Act of 1946, as amended (22 U.S.C. 1131), including an allow- 
ance for water as authorized in section 13 of this Act shall be available 
for the payment of such allowances in advance. 

Sec. 15. Appropriations to carry out the purposes of this Act are 
hereby authorized. When so provided in an appropriation law, an 
appropriation made to the Department of State may remain available 
until expended. 

Approved August 1, 1956. 







Paragraph 4 of section 104 of the Internal Revenue Code of 1954, 
as amended 











§ 104. Compensation for injuries or sickness. 


(a) In GeneraL.—Except in the case of amounts attributable to 
(and not in excess of) deductions allowed under section 213 (relating 
to medical, etc., expenses) for any prior taxable year, gross income 
does not include— 

(1) amounts received under workmen’s compensation acts as 
compensation for personal injuries or sickness; 









































rr 


a ee ee ae ae ee ee 


~~ -» Be ae 2 ck U4 eee 0k 


















FOREIGN SERVICE ACT AMENDMENTS OF 1959 75 


(2) the amount of any damages received (whether by suit or 
agreement) on account of personal injuries or sickness; 
(3) amounts received through accident or health insurance for 
personal injuries or sickness (other than amounts received by an 
employee, to the extent such amounts (A) are attributable to 
contributions by the employer which were not includible in the 
gross income of the employee, or (B) are paid by the employer); 
and 
(4) amounts received as a pension, annuity, or similar allow- 
ance for personal injuries or sickness resulting from active serv- 
ice in the armed forces of any country or in the Coast and Geo- 
detic Survey or the Public Health Service[.], or as a disability 
annuity payable under the provisions of section 831 of the Foreign 
Service Act of 1946, as amended (22 U.S.C. 1081; 60 Stat. 1021). 
(b) Cross references. 


Section 402(a) of the Internal Revenue Code of 1954, as amended 


§ 402. Taxability of beneficiary of employees’ trust. 

(a) Taxability of beneficiary of exempt trust. 

(1) General rule. 

Except as provided in [paragraph (2)], paragraphs (2) and (8), 
the amount actually distributed or made available to any distributee 
by any employees’ trust described in section 401(a) which 1s exempt 
from tax under section 501(a) shall be taxable to him, in the year in 
which so distributed or made available, under section 72 (relating to 
annuities) except that section 72(e)(3) shall not apply. The amount 
actually distributed or made available to any distributee shall not 
include net unrealized appreciation in securities of the employer cor- 
poration attributable to the amount contributed by the employee. 
Such net unrealized appreciation and the resulting adjustments to 
basis of such securities shall be determined in accordance with regu- 
lations prescribed by the Secretary or his delegate. 

(2) Capital gains treatment for certain distributions. 

In the case of an employees’ trust described in section 401(a), which 
is exempt from tax under section 501(a), if the total distributions 
payable with respect to any employee are paid to the distributee 
within 1 taxable year of the distributee on account of the employee’s 
death or other separation from the service, or on account of the death 
of the employee after his separation from the service, the amount of 
such distribution, to the extent exceeding the amounts contributed by 
the employee (determined by applying section 72(f), which employee 
contributions shall be reduced by any amounts theretofore distributed 
to him which were not includible in gross income, shall be considered 
a gain from the sale or exchange of a capital asset held for more than 
6 months. Where such total distributions include securities of the 
employer corporation, there shall be excluded from such excess the 
net unrealized appreciation attributable to that part of the total dis- 
tributions which consists of the securities of the employer corporation 
so distributed. The amount of such net unrealized appreciation and 
the resulting adjustments to basis of the securities of the employer ad- 
justments to basis of the securities of the employer corporation so 
distributed shall be determined in accordance with regulations pre- 
scribed by the Secretary or his delegate. 
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(3) The amount includible under this subsection as the gross income 
of a nonresident alien individual with respect to a distribution made by 
the United States in respect z services performed by an employee of the 
United States shall not exceed an amount which bears the same ratio to 
the amount includible in gross income without regard to this paragraph as 
the aggregate compensation paid by the United States to such employee for 
such services and includible in gross income under this subtitle or prior 
income tax laws bears to the aggregate compensation paid by the United 
States to such individual whether or not includible in gross income. 
[(3)] (4) Definitions. 

For purposes of this subsection— 

(A) The term “securities”? means only shares of stock and bonds or 
debentures issued by a corporation with interest coupons or in regis- 
tered form. 

(B) The term “securities of the employer corporation” includes 
securities of a parent or subsidiary corporation (as defined in section 
421(d) (2) and (3) of the employer corporation. 

(C) The term “total distributions payable” means the balance to 
the credit of an employee which becomes payable to a distributee on 
account of the emniphivee’s death or other separation from the service, 
or on account of his death after separation from the service. 

871. Tax on nonresident alien individuals. 


Section 871(d) of the Internal Revenue Code of 1954, as amended 


(d) [Doubling of tax. 

For doubling of tax on citizens of certain foreign countries, see 
section 891.] 

(d) Cross Reference.— 

(1) For doubling of tax on citizens of certain foreign countries, see 
section 891. 

(2) For taxability of amounts paid by the United States to certain 
nonresident alien employees or their beneficiaries, see section 402(a) (8). 


Section 12 of the Act of June 26, 1884. 


[No fees named in the tariff of consular fees prescribed by order 
of the President shall be charged or collected by consular officers for 
the official services to American vessels and seamen. Consular officers 
shall furnish the master of every such vessel with an itemized state- 
ment of such services performed on account of said vessel, with the 
fee so prescribed for each service, and make a detailed report to the 
Secretary of the Treasury of such services and fees, under such regu- 
lations as the Secretary of State may prescribe; and the Secretary of 
the Treasury shall allow consular officers who are paid in whole or in 
part by fees such compensation for said services as they would have 
received but for the above prohibition: Provided, That such services, 
in the opinion of the Secretary of the Treasury, have been necessarily 
rendered.] (June 26, 1884, ch. 121, § 12, 23 Stat. 56.) 
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Section 1 of Chapter 223 of the Act of June 4, 1920, as Amended. 


There shall be collected and paid into the Treasury of the United 
States quarterly a fee of $1 for executing each application for a pass- 
port and $9 for each passport issued to a citizen or person owing led 
ance to or entitled to the protection of the United States: Provided, 
That nothing herein contained shall be construed to limit the right of 
the Secretary of State by regulation to authorize the retention by 
State officials of the fee of $1 for executing an application for a pass- 
port: And provided further, That no fee shall be collected for passports 
issued to officers or employees of the United States proceeding abroad 
in the discharge of their official duties, or to members of their imme- 
diate families, [or to seamen,] or to widows, children, parents, 
brothers, and sisters of American soldiers, sailors, or marines, buried 
abroad whose journey is undertaken for the purpose and with the 
intent of visiting the graves of such soldiers, sailors, or marines, which 
facts shall be made a part of the application for the passport. (June 
4, 1920, ch. 223, § 1, 41 Stat. 750.) 


Section 4 of the Foreign Service Buildings Act, 1926, as Amended. 
Sec. 4. * * ® 


(a) For the purpose of carrying into effect the provisions of sections 
292-294, 295, 296, 297, 299, and 300 of this title there is authorized to 
be appropriated an amount not exceeding $10,000,000, and the appro- 
priations made pursuant to this authorization shall constitute a fund 
to be known as the Foreign Service Building Fund, to remain avail- 
able until expended. Under this authorization not more than 
$2,000,000 shall be appropriated for any one year, but within the total 
authorization provided in said sections the Secretary of State, subject 
to the direction of the commission, may enter into contracts for the 
acquisition of the buildings and grounds authorized by said sections. 
In the case of the buildings and grounds authorized by sections 292- 
294, 295, 296, 297, 299, and 300 of this title, after the initial altera- 
tions, repairs, and furnishing have been completed, subsequent expend- 
itures for such purposes may be made out of the appropriations au- 
thorized by said sections in amounts authorized by the Congress each 
fiscal year. 

(b) For the purpose of carrying into effect the provisions of sections 
292, 294, 295, 296, 297, 299, and 300 of this title there is authorized to 
be appropriated, in addition to amounts previously authorized, an 
amount not to exceed $90,000,000, which shall be available exclusively 
for payments representing the value, in whole or in part, of property 
or credits in accordance with the provisions of section 295b of this 
title. Sums appropriated pursuant to this authorization shall remain 
available until expended. (May 7, 1926, ch. 250, § 4, 44 Stat. 404; 
June 19, 1952, ch. 446, § 2, 66 Stat. 140.) 

(c) For the purpose of carrying into effect the provisions of this 
Act there is hunky eulherieed to be fe sec Re in addition to 
amounts previously authorized, an amount not to exceed $100,000,000, 
of which $50,000,000 shall be available exclusively for payments repre- 
senting the value in whole or in part, of property or credits in accord- 
ance with the provisions of the Act of July 25, 1946 (60 Stat. 663). 

ums appropriated pursuant to this authorization shall remain avail- 
able until expended. O 





























Calendar No. 908 


86TH CONGRESS } SENATE | REPORT 
1st Session No. 881 





PROVIDING FOR THE ESTABLISHMENT OF A COM- 
MISSION ON METROPOLITAN PROBLEMS 


SEPTEMBER 2 (legislative day, Auaust 31), 1959.—Ordered to be printed 


Mr. Humpurey, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany 8, 1431] 


The Committee on Government Operations, to whom was referred 
S. 1431, to provide for the establishment of a Commission on Metro- 
politan Problems, having considered the same, report favorably there- 
on, without amendment, and recommend that the bill do pass. 


PURPOSE 


S. 1431, introduced by Senator Clark, would establish a temporary 
bipartisan Commission composed of 18 members to make a “full and 
complete investigation and study of Federal policies and programs 
relating to the needs and problems of the Nation’s metropolitan 
areas’ for the purpose of determining— 

(1) The present and prospective needs of the Nation’s metro- 
politan areas; 

(2) The capabilities of the different levels of government to 
meet such needs; 

(3) The extent to which the Federal Government is assisting 
metropolitan areas in meeting such needs; 

(4) Means for improving the coordination of Federal, State, 
and local policies and programs. 

Six members of the Commission would be appointed by the Presi- 
dent of the Senate from the Senate, six would be appointed by the 
Speaker of the House from the House of Representatives (four from 
the majority and two from the minority in each case), and six would 
be appointed by the President of the United States, including the 
heads of two agencies of the executive branch, two Governors (one 
from each party), and two mayors (one from each party). The Com- 
mission would submit its final report, including recommendations, to 
the President and to the Congress on or before February 1, 1961, and 
Cease to exist 6 months after submission of its report. 
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2 ESTABLISH A COMMISSION ON METROPOLITAN PROBLEMS 
The provisions of S. 1431 follow: 


ESTABLISHMENT OF THE COMMISSION 


Section 1. There is hereby established a Commission to 
be known as the Commission on Metropolitan Problems 
(hereinafter referred to as the ‘“Commission’’). 


MEMBERSHIP OF THE COMMISSION 


Sec. 2. (a) The Commission shall be composed of eighteen 
members as follows: 

(1) Six appointed from the Senate by the President of the 
Senate, four from the majority party and two from the 
minority party; 

(2) Six appointed from the House of Representatives by 
the Speaker of the House of Representatives, four from the 
majority party and two from the minority party; and 

(3) Six appointed by the President of the United States as 
follows: 

(A) Two from among the heads of Federal departments 
and agencies; 

(B) Two from among the Governors of States having 
major urbanization problems, not more than one from the 
same political party; and 

(C) Two from among the mayors of cities in the United 
States, not more than one from the same political party. 

(b) The members of the Commission shall select a Chair- 
man from among such members from the Congress, and a 
Vice Chairman from among such members from the House 
of Congress other than that of the Chairman. 

(c) Any vacancy in the Commission shall not affect its 
powers, but shall be filled in the same manner in which the 
original appointment was made. 

(d) Ten members of the Commission shall constitute a 
quorum, but a lesser number may conduct hearings. 

(e) Service of an individual as a member of the Com- 
mission or employment of an individual by the Commission 
as an attorney or expert in any business or professional field, 
on a part-time or full-time basis, with or without compensa- 
tion, shall not be considered as service or employment bring- 
ing such individual within the provisions of section 281, 
283, 284, 434, or 1914 of title 18 of the United States Code, 
or section 190 of the Revised Statutes (5 U.S.C. 99). 


DUTIES OF THE COMMISSION 


Src. 3. (a) The Commission shall make a full and com- 
plete investigation and study of Federal policies and pro- 
grams relating to the needs and problems of the Nation’s 
metropolitan areas for the purpose of determining— 

(1) the present and prospective needs of the Na- 
tion’s metropolitan areas for public services, including 
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but not limited to planning, highways, mass transit facili- 
ties, water resources, elimination of air and water poilu- 
tion, health and welfare services, schools, recreation 
facilities, urban renewal and housing, ports, airports, 
and prevention of crime and delinquency; 

(2) capabilities of different levels of government to 
meet such needs; 

(3) the extent to which the Federal Government 
is assisting metropolitan areas in meeting such needs; 

(4) means for improved coordination of Federal, 
State, and local policies and programs that affect metro- 
politan areas; 

(5) such other matters as may be of assistance in 
solving the various problems of, and promoting the social 
and economic well-being of, the Nation’s metropolitan 
areas. 

(b) The Commission shall submit to the President and 
to the Congress on or before February 1, 1961, its findings 
and recommendations; and the Commission may also from 
time to time make to the President such interim reports 
as the President may request or as the Commission deems 
appropriate. 

(c) The Commission shall cease to exist six months 
after submission to the President of its final report and 
recommendations. 


POWERS OF THE COMMISSION 


Src. 4. (a) The Commission or, on the authorization of 
the Commission, any two or more members thereof, may, 
for the purposes of carrying out the provisions of this Act, 
hold such hearings and sit and act at such times and places, 
administer such oaths, and require, by subpena or otherwise, 
the attendance and testimony of such witnesses, and the 
production of such books, records, correspondence, memo- 
randums, papers, and documents as the Commission or such 
edbecmmaliias may deem advisable. Subpenas may be 
issued under the signature of the Chairman of the Commis- 
sion, or any duly designated member, and may be served 
by any person designated by such Chairman or member. 
The prerennee of sections 102 to 104, inclusive, of the Revised 
Statutes (2 U.S.C. 192-194), shall apply in the case of any 
failure of any witness to comply with any subpena or to 
testify when summoned under authority of this section. 

(b) The Commission is authorized to secure from any de- 
partment, agency, or independent instrumentality of the 
executive branch of the Government any information it 
deems necessary to carry out its functions under this Act; 
and each such department, agency, and instrumentality is 
authorized and directed to furnish such information to the 
Commission, upon request made by the Chairman, or the 
Vice Chairman when acting as Chairman. 
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APPROPRIATIONS, EXPENSES, AND PERSONNEL 


Sec. 5. (a) There are hereby authorized to be appropria- 
ted such amounts as may be necessary to carry out the 
provisions of this Act. 

(b) Members of the Commission shall receive no compen- 
sation for their services as such, but shall be reimbursed for 
travel, subsistence, and other necessary expenses incurred in 
the performance of duties vested in the Commission. 

(c) The Commission may appoint and fix the compensa- 
tion of such employees as it deems advisable without regard 
to the provisions of the civil service laws and the Classification 
Act of 1949, as amended. 

(d) The Commission may procure, by contract or other- 
wise, the services of public or private organizations or 
institutions. 

HEARINGS 


Public hearings were held by the Subcommittee on Reorganization 
and International Organizations of the Committee on Government 
Operations on July 24, 1951. The following witnesses, all of whom 
favored the bill, were heard: 

Senator Joseph S. Clark. 

Senator Harrison A. Williams. 

Senator Vance Hartke. 

Senator Kenneth B. Keating. 

Senator Alan Bible, chairman, Joint Committee on Washington 
Metropolitan Problems. 

Mr. Frederick Gutheim, staff director, Joint Committee on 
Washington Metropolitan Problems. 

Hon. Frank Zeidler, mayor of Milwaukee, Wis. 

Hon. Richardson Dilworth, mayor of Philadelphia, Pa., vice 
president, U.S. Conference of Mayors. 

Hon. Ben West, mayor of Nashville, Tenn. 

Mr. Frank Stuart Chapin, Jr., representing the American 
Institute of Planners. 

Mr. Raymond Vernon, Harvard University. 

In addition, the American Municipal Association, the U.S. Con- 
ference of Mayors, the National Asscciation of County Officials, the 
American Institute of Architects, and the American Library Asso- 
ciation, endorsed the bill. 


STATEMENT BY SENATOR JOSEPH S. CLARK 


Excerpts from the testimony of Senator Joseph S. Clark at the 
hearings follow: 


I would like to point out very briefly some things which 
I know the chairman of the subcommittee is as aware of as I 
am, if not better, but which I think would be helpful to have 
in the record. 

At present 60 percent of all Americans are living in metro- 
politan areas. That is about 100 million individuals and if 
the Census Bureau forecasts are right, the present population 
will double within the lifetime of most people now alive, and 
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the percentage of those living in metropolitan areas will 
increase. I would think it a conservative estimate that by 
the year 2000 there will be more than 300 million Americans 
living in metropolitan areas. 

I think we are all aware of the fact that in many ways we 
now have one vast metropolitan area stretching in a narrow 
ribbon from Portland, Maine, to Alexandria, Va., along the 
Atlantic seaboard embracing parts of 11 States and the 
District of Columbia. 

Now to be sure, there are gaps, but the gaps are getting 
smaller all the time; the congestion is getting greater; the 
inner relations between the people who live in that narrow 
strip are becoming more and more complicated and to me at 
least, it seems quite clear that present programs at the local, 
State, and Federal level, and present governmental organi- 
zations are unlikely to be able to continue to meet the strain 
of providing needed services and needed taxes unless we do 
some new and hard thinking as to how we are going to handle 
these problems. 

Of the problems which we have in mind, just to kick off 
with and without any elaborate explanation, perhaps the 
most important one is transportation. How can we move 
cheaply and quickly into, out of, and around these metro- 
politan areas, the millions and millions of people who must 
move from home to job and back home again, and who will 
want to move around their home areas for dozens of per- 
fectly legitimate purposes. 

We see mass transit and suburban rail traffic withering on 
the vine because economically they cannot be run at a profit 
and because with rare exceptions, municipal governments 
are either unable or unwilling to take them over and run 
them on a governmental basis and provide the subsidy which 
would properly be needed in order to put them in shape to 
provide the necessary transportation. 

Now in the meanwhile, without much thought to that 
mass transportation and transit problem, we have embarked 
in the most expensive highway program in the history of 
man. 

The Federal Government is putting up for the interurban 
highway program $9 for every $1 the State puts up. The 
trust fund has run out of money. 

We are engaged in a political controversy, although a bi- 
partisan political controversy, as to how we are going to 
refurnish that fund. There is one mile of badly needed high- 
way on the urban and interstate highway system which is 
presently estimated to cost $17 million. 

Now there I think we ought to stop, look, and listen. 
How much more of the countryside can we or should we 
carve up at huge expense for superhighways? 

How much more of our urban families must be displaced 
in order to make room for these highways to go through con- 
gested areas? 

How much Federal, State, and local taxpayers’ money is 
it wise to spend in this way, when in the old days people used 
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to be able to move around pretty well by rail, and the 
rights-of-way are still there, the potential of recreating mass 
transport, whether by bus or by rail is still there, and yet we 
are up against this*problem where it seems to be admitted 
that the highway system is a public problem which should 
be paid for by the taxpayers’ money. ‘The rail and transit, 
wad to a large extent business problem, is within the private 
section of the economy, and yet the services are admittedly 
inadequate and the private operators are saying that they 
have to be inadequate because they can’t run these things at 
a profit. 

Now I don’t pretend for a minute to say that I know the 
answer. I don’t. If we don’t look out, our cities are going 
to be strangled by the inability to get in, around, and through 
them with the speed and safety which modern civilization 
demands. 

The next and very obvious problem in metropolitan areas 
is shelter. I won’t elaborate on that because at the present 
time a subcommittee on housing is dealing with the housing 
bill which is the Federal Government’s effort to help solve 
the shelter problem. 

I don’t know what is going to come out of that, but I think 
it is clear that there is substantial dissatisfaction with the 
way the shelter problem is presently being operated, not only 
in our poorer cities where we have the slum problem and the 
race problem and the public housing problem and the urban 
redevelopment problem, but in our suburban areas, the feed- 
ers to the economy of the city, where the ranch-type home 
is spreading rapidly with the assistance of Federal guaranteed 
mortgages and is always ahead of local government. All 
services such as sewers and roads and schools must follow. 

Again, I say that I don’t know the answers to these prob- 
lems, but somebody ought to think pretty hard and pretty 
deeply about them. 

Water resources are no longer a western problem. We on 
the Delaware River have formed a four-State group to deal 
with water resources. First at the governmental level, we 
have formed a committee of representatives of the four Gov- 
ernors of the States that abut on the Delaware and the 
mayors of the two large cities, New York and Philadelphia. 

Second, we have a research corporation in which many of 
our prominent businessmen have joined and put up money 
and for which a Ford Foundation grant has been obtained and 
an Army engineering study is underway to study the all- 
purpose use of the Delaware River. 

Twenty-three Federal agencies are cooperating in that 
study. Syracuse University is about to issue a report on what 
governmental changes and organizations will be necessary to 
implement the recommendations of the Corps of Engineers. 

This is only one relatively small river. The same problem 
exists to 4 greater or lesser degree with respect to the water 
supply of all of our metropolitan areas. 

How much further can we continue to rely on wells and 
ground water? What is the limit in densely populated areas 
on the increase in population with lack of water? 
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Both the Senators here are familiar with the enormous ef- 
fort which Los Angeles made to bring water across the moun- 
tains from a river valley far from the city limits in another 
watershed area. 

Today, the city of New York, which is on the Hudson 
River, is taking the major part of its water supply out of the 
head waters of the Delaware. 

These problems are staggering, and the difficulty of solving 
them can be comprehended fully only if we realize that the 
metropolitan population is going to grow at the rate I have 
indicated. 

We know that in California and in Pennsylvania, people 
have died from the effects of the poisons of smog which have 
entered their lungs and killed them and yet, we have no ade- 
quate program of air pollution control. We have city ordi- 
nances, and some States have laws, most of them without ade- 
quate enforcement provisions. 

The Federal Government is making available small 
amounts of money for research in this problem. This gets 
us into the question of the extent to which the automobile 
with the emission of carbon monoxide gas has raised the 
incidence of lung cancer in the metropolitan areas and down- 
town regions. If American civilization is going to survive, 
in health, we are going to have to come up with some answers 
to these problems. 

I need not speak more than briefly about the massive wel- 
fare problems which are straining State and local facilities to 
the breaking point. 

Already the Federal Government has expended billions of 
dollars to assist local welfare efforts. 

The chairman of the subcommittee has pending on the 
calendar, and I hope we are going to pass it, a bill to create ¢ 
Youth Conservation Corps, many of whose members will 
come from the congested areas of the city. We hope that 
that corps, if it is set up, will have a very real impact on the 
spread of juvenile delinquency. 

I have brought out of a subcommittee of the Labor and 
Public Welfare Committee a bill to provide Federal assistance 
for study projects, training, and research in the fieid of 
juvenile delinquency. 

Every police chief in the country is worried about the 
delinquency problem as are the district attorneys and the 
social and health workers. 

This is another problem but by all echelons of govern- 
ment—local, State, and Federal—we don’t really know the 
sound, long-range solution. 

Our educational system, as we know, needs drastic expan- 
sion. One of the major strains to which it is subjected comes 
from these exploding suburbs and the declining population 
in the poor cities which are at the heart of the metropolitan 
area. 

Last year, for the first time in a good many years, the 
Federal Government got back into the field of Federal aid 
to education. The Senate has already passed an additional 
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aid to education bill at this session limited to the veterans of 
the post-Korean war. 

{ am confident that the Committee on Labor and Public 
Welfare will report a general education bill which will be 
debated during the course of this session. The problem is 
not only how we are going to keep the education facilities of 
our old cities and their hard cores going, but what we are 
going to do about a new, suburban school district area where 
there isn’t any industry to provide part of the tax base with 
which to finance the necessary schools. 

In eastern Bucks County, Pa., we have one school district 
in which are located the million dollar plants of the United 
States Steel Corp. That school district is living in clover 
because the steel corporation pays a substantial enough real 
estate tax to enable that school district to have the best 
teachers and best schools of any community in the State, 
and yet right next door is another school district which has 
nothing but residents. All of the male members of that 
community work in the steel mills and there is no industry 
there at all. 

Now that school district is poverty stricken. They have 
had to raise taxes by 600 percent in the last 5 or 6 years. 
This is folly. 

To some extent, the State can move in and help, and it 
should and does help, and we all want to put as much of the 
financing of education at the local level as we can. But this 
gets us into problems of regressive tax systems as opposed 
to progressive tax systems. 

The inability of many of these school districts to get the 
money necessary to run really good schools, despite the State 
equalization program in my State, brings increasing pressure 
on the Federal Government to make the contributions from 
its income tax and its tax on luxuries and excise and on 
customs which will make it possible to come at least some- 
where close to the idea that every American boy and girl 
ought to have the same opportunity for free, public education 
and that we should not penalize either the citizens of South 
Philadelphia or the citizens of Mississippi while at the same 
time the citizens of lower Marion Township in Montgomery 
County, Pa., one of the richest townships in the world, are 
able to afford a splendid school system so far in advance of 
these others that one begins to wonder what one means by 
equal opportunity under the law. 

I don’t know the answer to this problem, either, but it 
certainly demands careful study. 

I do not need to stress to either of the two Senators listen- 
ing to my statement the problems of States’ park systems, 
regional parks, national parks, city parks, and other recrea- 
tional areas. With the increase in leisure time, there is a 
great need for wider public recreational facilities. 

I am very proud of the efforts of the cities in my State, 
of the progress they have made in that regard. 

The Commonwealth of Pennsylvania is doing something, 
though not as much as it might. We know how our national 
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park system has been starved. We know everybody cannot 
go to great national parks in the West, but we have national 
monuments and national parks in the East also. 

Should there not be some coordinated planning to be sure 
that every resident of a metropolitan area is within reasonable 
motoring distance of a wilderness area; ‘“‘wilderness’”’ in the 
broadest sense of the word? 

Perhaps you can’t get a wilderness area, but at least a 
country area, a relaxation area, a place where there are 
flowers, trees, and grass, a place where automobiles are not 
running by at the speed of 60 or 70 miles an hour within sight 
and hearing. Yet, there is no coordinated plan as to the ex- 
tent to which local, State, and Federal governments should 
get together in this field. 

Now, Mr. Chairman, these are some, but not all of the 
specific problems which I would hope that a study commission 
such as recommended in my bill would deal with. 

Let me turn briefly to the provisions of the bill, but, before 
doing that, let me say immediately that I have no pride of 
authorship and welcome any amendments which the com- 
mittee might care to make, and which would make this com- 
mission a more effective agency for doing what is needed to 
be done. I would be most happy to have the benefit of tae 
thinking, not only of the members of the committee, but of 
the committee’s very able staff. 

5. 1431 would create a commission of 18 members to make 
a careful study of the problems I have been discussing and to 
report back to the Congress not later than February of 1961. 

Now, while | hold no particular preference as to the com- 
position of the committee, I would like to state briefly, the 
reasons why I suggested that there be more legislative than 
executive members. 

It was my feeling that this job was primarily, but not ex- 
clusively, a legislative one under the Constitution; that the 
formulation of policy with respect to the proper impact of the 
Federal Government on these problems which we have been 
discussing was something in which the legislative branch 
should take the lead, but in which the executive should have 
a very real say. 

A commission of 18 has been proposed. It could be 9, it 
could be 36. It could be somewhere in between. But I felt 
that this commission should be representative of both parties 
and, therefore, I have provided for four Senators from the 
majority party, two from the minority party, or four 
representatives from the majority party and two from the 
minority party, and six representatives to be appointed by 
the President, two of whom should be Governors of States 
having major ‘urban problems, one from each party, and two 
should be selected from among the mayors of cities in the 
United States, with only one from each party, and two from 
the heads of the Federal agencies who have the principal 
burden of dealing with present Federal policies in the areas 
we have been discussing. 
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Now I have, since the bill was introduced, seen a request 
from an organization representing the counties of America 
urging that they should have representation and this seems 
to me to be wise because the counties are deeply interested in 
this. 

It has been suggested that in many instances the city 
managers are more knowledgeable with respect to this prob- 
lem than mayors and perhaps the bill should be amended to 
increase the number the President should appoint from the 
municipalities or to say that he could appoint either mayors 
or city managers as he saw fit. 

I think it is important that we should include members of 
county groups. It has also been suggested there should be 
members of city councils. This, I would have no objection to,. 
but I am not at all sure that it is wise. 

I think that one important objective is that the commission 
should be a working one. We want people who will go to 
work and give the commission their time and effort. From 
my own experience as a mayor—and my good friend from 
Minnesota will check me as to whether he thinks I am right 
or not—TI think it is going to be hard enough to get mayors. 
who are willing to spend enough time on this job to make a 
real contribution. 

I think it would be far more difficult to get members of 
city councils, but I hold no strong views on this question. 

The Senator from Minnesota was a member of the Inter- 
governmental Relations Committee, chaired by Mr. Kestn- 
baum, and he is more familiar than I am with the difficulties 
of bringing a large group together, making them do their 
homework, and concocting a report ‘that is meaningful. 

This commission should not be so large as to be unwieldly. 
It should not be so small as to be not representative. It 
should be big enough so it can hold hearings at any place in 
the country and still have a respectable number of the 
members of the commission present to hear the testimony. 

Taking all of these matters into consideration, I concluded 
that 18 was about right, but, as far as I am concerned, any 
change in either the composition or the size of membership 
of the committee would be entirely satisfactory. 

Perhaps I speak with more candor than I should when I 
say, again, that I hope that the committee will conclude that 
the majority of the members should represent the Congress 
and not the executive branch of the Government. 

I say this, not from any partisan sense, but because we 
know that by February of 1961 we will have another Presi- 
dent and another Cabinet and that many of the heads of the 
departments who are now serving will no longer be serving. 
This will be true regardless of which party the new President 
is a member, and I think a good deal can be said for the 
difficulty in getting people who are about to leave their Gov- 
ernment service deeply and keenly interested in a study 
which looks to legislation which will not become effective or 
will not even be debated by the Congress until after their 
term of office has expired. 
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Yet, on the other hand, if it is thought advisable to increase 

the number of appointees by the executive department in 
order to get a city manager or two, or to get a county official 
or two, I would certainly have no objection. 

Now, Mr. Chairman, I have seen the amendments recom- 
mended by the General Accounting Office. 

May I say that I have no objection to any changes in the 
bill as recommended by the General Accounting Office, with 
one exception. 

The General Accounting Office did want to put a limit on 
the salaries which the Commission could pay to qualified 
staff people to do this work. This is perhaps a matter of my 
own philosophy, but I do feel that for this kind of work and 
indeed, for most of the hard-thinking work that the Congress 
and the executive arm are called upon to do, the best is none 
too good. If we have to go high to get the best expert on 
metropolitan problems to be the Executive Director of this 
Commission I would hope that we would have the authority 
to hire top-flight personnel. 

I realize the political considerations involved. I realize 
the possibility of criticism, of giving a plush job to some indi- 
vidual. I would be prepared to meet that criticism, and say 
that the task we have set for ourselves will not allow medi- 
ocrity. 

I am not saying we will not get mediocrity even if we have 
a top scale salary. It will be hard to get a good individual 
who is making a good deal more than the top civil service 
salary to come down, and take the job of Director or even 
Deputy Director of this Commission at a substantially lower 
salary than he is receiving. 

With that one exception, Mr. Chairman, I am completely 
in accord with the suggestions which have been made by the 
General Accounting Office. 

I must express my deep disappointment that the other 
agencies of the Federal Government did not see fit to give 
their views on this bill. I had hoped that they would. 

I hope that the committee will not hold up its consideration 
of the bill because of the failure of those agencies to make 
any report. 

Again, I say that this is a matter well within the discretion 
of the committee. 

Now, in respect to the provisions of the bill which deal 
with the functions of the Commission and the duties of the 
Commission, I would like to point out two things. 

First, it has been called by my attention that it might be 
wise to amend the duties of the Commission to include a 
study of the library needs of metropolitan areas. 

We have some zealots in the American Library Associa- 
tion. I think it is a good thing, and I would have no objec- 
tion to including that. 

It is a relatively minor matter compared to these others, 
but we all know the enormous need to expand library service 
around the country, and it is a problem in a metropolitan 
area as to how you are going to have efficient library service 
in view of the proliferation of local governmental units. 
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Now, let me mention briefly and with all candor, one 
deliberate omission from this bill. 

I have omitted any concern at all with the critically difficult 
problem of race relations. This is a difficult problem in our 
cities and our suburbs and elsewhere. I am interested in 
getting a bill through the Congress and getting this Com- 
mission to work on metropolitan problems. I know that 
some Members of the Senate may have doubts as to what is 
in the mind of the sponsor on this score. I would like to 
state categorically that so far as the sponsor of this bill is 
concerned, he intends to stay entirely away from the whole 
question of race relations, which, I think, can best be handled 
in another manner. Inclusion of this subject would in- 
evitably throw unnecessary controversy into the workings 
of the Commission. I think, Mr. Chairman, we have to be 
practical about this matter. It is for that reason that I 
make as forthright a statement as | can, that I do not intend 
to have the subject of race relations brought up in any way, 
shape, manner, or form, in connection with this resolution. 

Finally, Mr. Chairman, you will note that section 5A of 
the bill authorizes appropriations in such amounts as may be 
necessary to carry out the provisions of this act. 

Now, maybe that is a weasel. Maybe a specific sum 
should appear there, but on balance, I think not. 

Let me say this, Mr. Chairman, in all candor. If this 
study is to be meaningful, it cannot be cheap. It can’t be 
done in a lickety-split manner with a few volunteers and 
somebody going off and writing a report and letting it go at 
that. This ought to be a serious matter; it ought to be 
adequately financed, and I think I would be less than candid 
if I did not say that I do not think that $250,000 per annum 
would be too large a sum for the next 2 years to bring in a 
report which means something. 

Having stated that point of view, I will, of course, abide by 
whatever the committee decides to do in that regard. I know 
our problems both on the Appropriations Committee and on 
the floor in this connection, but I have indicated what I 
think should be done. 

Finally, the question may be asked, why should this not be 
just a Senate committee; why is it necessary to have a joint 
congressional and executive committee? 

There again, let me say it would be far easier to have just 
a Senate committee. It could be set up more easily and with 
less fuss. But I do not think the impact of a Senate com- 
mittee report would have the national significance of one 
arrived at by Members of both bodies of Congress, and by 
members of the executive arm of the Government, and repre- 
sentatives of the local government and State governments. 
It was for this reason that I recommended a broad executive- 
legislative commission rather than a Senate committee. 

Let me thank my friend from Minnesota and my good 
friend from Alaska again for the careful attention they have 
given to this testimony. 
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VIEWS OF THE BUREAU OF THE BUDGET 


The following letter expressing the views of the Bureau of the 
Budget on S. 1431 was received by the committee on August 3, 1959, 
after the hearings had been held: 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., August 3, 1959, 
Hon. Joun L. McCietzan, 

Chairman, Committee on Government Operations, 
U.S. Senate, Washington, D.C. 

My Dear Mr. Cuarrman: This will acknowledge your letter of 
March 24, 1959, inviting the Bureau of the B 
S. 1431, a bill to provide for the establishmen 
Metropolitan Problems. 


udget to comment on 
t of a Commission on 


pointed by the Presideat of the Senate, 6 2ppointed by the Speaker of 
the House of Representatives, and 6 appointed by the President of 
the United States. The Commission would make a comprehensive 
study of Federal policies and programs relating to the needs and prob- 
lems of the Nation’s metropolitan areas. 

In reporting on a bill with a similar purpose in 1957 (H.R. 5565, 
85th Cong.) the Bureau of the Budget stated that: 

“* * * the planning, development, and conservation of our growing 
cities and metropolitan areas entail some of the most serious and 
complex problems of our times. Because these problems affect the 
national welfare, prosperity and stability, a strong case can be made 
in support of a comprehensive study of the kind contemplated by 
H.R. 5565. Such an investigation would not commit the Government 
to specific programs, but it could provide facts and conclusions of 
value to the Congress, the executive branch, the States and local 
authorities in meeting the needs of metropolitan and urban areas.” 

Since that time the executive branch has been increasingly active 
in exploring and attempting to deal with the problem areas to be 
studied by the proposed Commission. The Office of the Deputy 
Assistant to the President for Intergovernmental Relations, the Office 
of the Special Assistant to the President for Public Works Planning, 
the Bureau of the Budget and the departments and agencies have a 
continuing interest and responsibility in the field. The National 
Housing Council, established by statute, and the ad hoc Interagency 
Committee on Metropolitan Area Problems provide coordinating 
mechanisms. Also, the Joint Federal-State Action Committee is 
addressing itself to some of these problems. 

Virtually all of the larger metropolitan centers and a great many of 
the smaller ones are now engaged in or are contemplating studies of 
their own needs and resources to meet the government services 
necessitated by a great increase in population. In these studies, 
certain Federal financial assistance for public works planning has been 
available. In addition, other comprehensive private studies of the 
needs and problems of metropolitan areas are underway, one of which 
will make available the kind of information this Commission would be 
likely to develop. In the light of these and other presently existing 
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efforts, it is not believed necessary to create a study commission on 
metropolitan problems at this time. 

For these reasons, the Bureau of the Budget recommends against 
enactment of S. 1431. However, should the Congress determine that 
the measure should be enacted, it is believed that S. 1431 would 
better serve the purposes for which it is intended if it were amended 
in certain respects. 

First, it is believed that an 18 member Commission might tend to 
be unwieldy. A smaller membership with greater discretion for the 
President in appointments would make for a more effective Commis- 
sion and still permit representation of differing backgrounds and points 
of view. 

Second, to have the Chairman and Vice Chairman of a proposed 
Federal Commission appointed by someone other than the Chief 
Executive is a deviation from accepted practice and further weakens 
the President’s appointing power. 

Third, since the Commission would be a temporary operating agency 
of the executive branch, it is suggested that section 2 of the bill be 
amended to delete the paragraphs providing for appointment of mem- 
bers of the legislative branch. The Congress will have adequate 
opportunity to review and act upon the recommendations of the 
Commission when it transmits reports pursuant to section 3(b) of the 
bill. 

Fourth, in view of the responsibilities to be exercised by the Presi- 
dent in connection with the work of the Commission, it may be de- 
sirable to provide that its report be made to the President not 
later than December 1, 1960, so that his views, together with the re- 
port, can be available when the 87th Congress convenes. 

Fifth, section 2(e) of the bill provides for certain exemptions from 
conflict of interest statutes. The Department of Justice is generally 
opposed to exemptions from such statutes. In reporting on bills with 
similar provisions, the Department of Justice has recommended that 
such language be amended to delete the references to sections 434 
and 1914 of title 18, United States Code, and to section 190 of the 
Revised Statutes. 

Sixth, section 4(b) of the bill should be revised to avoid a constitu- 
tional question concerning the authority of the executive branch to 
withhold information when its disclosure would not be in the public 
interest. The Department of Justice has recommended that the fol- 
lowing language be substituted for section 4(b): 

“The Commission is authorized to request from any department, 
agency, or independent instrumentality of the Government any in- 
formation it deems necessary to carry out its functions under this Act: 
and each such department, agency, and instrumentality is authorized 
to cooperate with the Commission and, to the extent permitted by 
law, to furnish such information to the Commission, upon request 
made by the Chairman or by the Vice Chairman when acting as 
Chairman.” 

Sincerely yours, 
Puiturr S. Hueues, 
Assistant Director for Legislative Reference. 
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LETTER FROM SENATOR JOSEPH S. 





CLARK 








Senator Clark’s comments on the views of the Bureau of the Budget 
follow: 
U.S. SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
August 7, 1959. 
Senator Jonn L. McCie.uian, 
Chairman, Committee on Government Operations, 
U.S. Senate, Washington, D.C. 


Dear Joun: The staff of the Government Operations Committee 
has been kind enough to furnish me with a letter dated August 3, 
1959, from Philip S. Hughes, Assistant Director for Legislative Refer- 
ence of the Bureau of the Budget, commenting adversely on S. 1431, 
my bill to provide for the establishment of a Commission on Metro- 
politan Problems. 

May I, in turn, comment briefly on the Budget Bureau’s position 
prior to the meeting of the committee at which ‘T understand S. 1431 
will be on the agenda. 

The report of the Bureau discusses, at some length, current metro- 
politan studies said to be going forward in various agencies of the 
executive branch of the Federal Government as well as certain private 
studies in the same field and concludes that it is not necessary to cre- 
ate a study commission on metropolitan problems at this time. 

In regard to the Federal studies cited in the report, 1 would point 
out that in each instance the office said to be making the study is 
one with limited authority and concerned with only one aspect of 
metropolitan problems. While the studies involved are undoubtedly 
of great assistance, they are plainly not designed primarily to assist 
Congress i in assessing the role that the Federal Government does and 
should fill in assisting metropolitan areas to meet the many complex 
problems confronting them. 

So far as local and private studies are concerned, they are also ex- 
tremely helpful, of course. There is, however, in my judgment, a 
great need to bring them together, correlate their findings and come 
out with recommendations for Federal action which would, in sub- 
stantial part, be based on a consideration of these local and private 
findings. 

The Bureau of the Budget also recommends a number of changes 
in the composition, duties and rights of the Commission in the event 
the Congress should decide to authorize the establishment of a Com- 
mission on Metropolitan Problems. 

In my judgment, most of the comments of the Budget Bureau are 
based on a misconception of the kind of commission S. 1431 contem- 
plates. S. 1431 does not contemplate a commission to be controlled 
by the Executive. Jt does contemplate a commission to be controlled 
by the Congress. In the interests of getting the views of all concerned, 
it calls for the appointment of a minority of noncongressional members 
representing local elected officials, Governors, and representatives of 
the Federal bureaucracy. In my judgment, it is essential, if the work 
of the Commission is to be effective, that it should be primarily a 
congressional and not an executive commission. 
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I also believe that the 18-man membership of the Commission pro- 
posed in S. 1431 is about the right size, since it will be desirable to 
conduct hearings all over the country and a membership of 18 will 
assure the presence of several members at all hearings. If, however, 
the committee should decide in favor of a small commission, I would 
urge that the proposition of two-thirds congressional and senatorial 
to one-third Presidential appointees be kept, and that the President 
should be required to appoint local and State executives to member- 
ship. 

1 feel quite strongly that the report of the Commission should be 
made to the next President of the United States for his consideration. 
For this reason I would oppose calling for a report by December 1 
1960, as suggested by the Bureau of the Budget. Any legislative 
action which might result from the deliberations of the Commission 
should be submitted to the President who will participate in the legis- 
lative process of the 87th Congress, not to a President who will leave 

office a few weeks later. 

So far as the Bureau’s comments with respect to conflict of interest 
statutes and withholding of information from the Commission are 
concerned, I see no reason to modify the present provisions of S. 1431, 
although in this regard I would, of course, be happy to have the 
committee give whatever attention it thinks desirable to the views 
of the Budget Bureau. 

It is my understanding that a somewhat similar adverse report 
was forwarded by the Budget Bureau to the committee in connection 
with Senator Muskie’s bill S. 2026, which was favorably reported by 
your committee to the Senate a short while ago. 

Sincerely, 
JosepH S, CLARK. 


COMMENTS OF OTHER AGENCIES 


In addition to the views of the Bureau of the Budget, upon which 
Senator Clark comments in the foregoing letter, the committee has 
received the comments of the following additional agencies on 8. 1431. 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washingion, April 18, 1959. 
Hon. Joun L. McCue..uan, 
Chairman, Committee on Government Operations, 
U.S. Senate. 


Dear Mr. CuatrmMan: Your letter of March 24, 1959, acknowl- 
edged March 26, requests our views and recommendations regarding 
the provisions of S. 1431. 

S. 1431 has as its purpose the establishment of a Commission to 
make a full and complete investigation and study of Federal policies 
and programs relating to the needs and problems of the Nation’s 
metropolitan areas. We have no special information as to the need for 
such a study and therefore we make no comment with respect to the 
merits of the proposed legislation. 

There are however two matters concerning the bill that we would 
like to bring to the attention of the committee. Section 5(b) pro- 
vides that the members of the Commission shall receive no compensa- 
tion for their services as such, but shall be reimbursed for travel, sub- 
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sistence, and other necessary expenses incurred in the performance of 
duties vested in the Commission. This provision places no restriction 
upon either the type or amount of travel expenditures for which the 
Government would be obligated to reimburse Commission members, 
nor does it permit the payment of either travel or subsistence on a 
commuted basis. The Travel Expense Act of 1949, as amended 
(5 U.S.C. 835-842), provides general authority for the heads of all 
agencies and establishments to pay a commuted allowance of $12 per 
day in lieu of actual expenses for subsistence and other necessary 
travel expenses unless such allowance would be much less than the 
actual and necessary expenses, in which event the head of the estab- 
lishment may authorize reimbursement, not to exceed $25 per day, on 
an actual expense basis. 

We suggest that the bill would provide more satisfactory guidelines 
from the standpoint of both administration and audit and at the same 
time not result in a loss of monetary benefits if section 5(b) were to 
be amended as follows: 

“‘(b) Members of the Commission shall receive no compensation for 
their service as such, but, while away from home or regular place of 
business and engaged in the actual performance of duties vested in the 
Commission, shall receive travel and subsistence expenses in accord- 
ance with the Travel Expense Act of 1949, as amended, and the 
Standardized Government Travel Regulations.” 

The second matter that we would like to point out is that section 
5(c) as now written would authorize the Commission to appoint and 
fix the compensation of cmployees without regard to the civil service 
laws and the Classification Act of 1949, as amended. It may be that 
the Committee will want to add to this section a proviso similar to 
that contained in section 161(d) of the Atomic Energy Act of 1954, 
68 Stat. 949, with a view toward placing a maximum limitation on the 
salaries that may be paid employees of the Commission. 

Sincerely yours, 
JosEePpH CAMPBELL, 
Comptroller General of the United States. 


Tue SecRETARY OF CoMMERCE, 
Washington, D.C., August 20, 1959. 

Hon. Joun L. McCuiextan, 

Chairman, Committee on Government Operations, 

U.S. Senate, Washington, D.C. 

Dear Mr. Cuairman: This letter is in reply to your request of 
March 24, 1959, for the views of this Department with respect to S. 
1431, a bill to provide for the establishment of a Commission on 
Metropolitan Problems. 

The bill would establish a Commission on Metropolitan Problems, 
comprised of six members each of the Senate and the House, heads of 
two Federal agencies, two State Governors, and two city mayors. 
The Commission would make a full investigation of Federal policies 
and programs that relate to metorpolitan areas so as to determine the 
needs of such areas for public services, the capabilities of the various 
levels of government to provide such services, the sufficiency of Fed- 
eral programs necessary for improving coordination of all related pro- 
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grams, and such other matters that may affect the metropolitan areas. 
The Commission would submit a report to the President and the 
Congress by not later than February 1, 1961. 

Although this Department recognizes that the ever increasing pop- 
ulation concentrations in major metropolitan areas and their suber 
has given rise to many metropolitan problems of a complex nature, 
some of which are of Federal interest and responsibility involving as 
they do the national welfare, we are of the opinion that the major 
responsibility for resolving most of these complex problems lies with 
the State and local governments. 

We believe that the Commission to investigate and report on these 
problems, proposed in this bill, would result in the eventual interven- 
tion and perhaps domination by the Federal Government in resolving 
many of the problems facing metropolitan areas which we believe are 
of primary concern and responsibility to State and local governments. 

For this reason, this Department does not recommend enactment 
of S. 1431. 

We have been advised by the Bureau of the Budget that it would 
interpose no objection to the submission of this report to your com- 
mittee. 

Sincerely yours, 
Freperick H. MvueELLer, 
Secretary of Commerce. 


Hovsinc AND Home FINANcE AGENCY, 
Washington, D.C., August 21, 1959, 
Re S. 1431, 86th Congress. 
Hon. Joun L. McCue uan, 
Chairman, Committee on Government Operations, 
U.S. Senate, Washington, D.C. 


Dear Mr. CuHarrMan: This is in further reply to your letter of 
March 24 requesting the views of this Agency with respect to S. 1431 
a bill to provide for the establishment of a Commission on Metro- 
politan Problems. 

The Commission would make a study of Federal policies and pro- 
grams relating to the needs and problems of the Nation’s metropolitan 
areas. The composition of the Commission would be six Senators 
appointed by the President of the Senate; six Representatives ap- 
pointed by the Speaker of the House; and six members appointed by 
the President including two from among the heads of Federal depart- 
ments and agencies, two Governors, and two mayors. The Chairman 
and Vice Chairman would be selected by the Commission, one from 
each House of Congress. The Commission would submit its final 
report to the President and to the Congress on or before February 1, 
1961, and would dissolve 6 months after such submission. 

This Agency recognizes the increasing importance of problems con- 
fronting the metropolitan areas of our country and the need for 
special attention to them. However, we doubt that the establish- 
ment of a commission to study the problems is the most effective 
approach to their solution. Existing agencies of the Federal Gov- 
ernment have had broad experience in programs involving metro- 
politan problems and possess valuable background information 
regarding them. We believe that these problems could be dealt 
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with more effectively through strengthening the operations of existing 
agencies. For example, one of the legislative proposals of the Presi- 
dent now pending in the Congress would authorize this Agency to 
encourage planning on a unified metropolitan basis and to provide 
technical assistance for such planning and the solution of problems 
relating thereto. 

However, if this bill were to be enacted, several changes would be 
desirable. 

We believe that the proposed membership of the Commission would 
not sufficiently make use of the great diversity of experience already 
gained in the field of metropolitan problems, both in and out of the 
Government. The activities of the Departments of Health, Educa- 
tion, and Welfare and of Commerce and particularly those of this 
Agency have a continuous impact on metropolitan areas. Fiscal 

olicies are also importantly involved, so that the Department of the 

reasury has a major interest in this field. We believe, therefore, if 
a commission were to be established, that the President should be 
free to appoint at least four rather than two representatives of Federal 
departments and agencies. 

The bill proposes that the President appoint two Governors and 
two mayors to the Commission. We believe that provision should 
also be made for the appointment of four private persons. Some of 
the leading authorities in the field who are representative of private 
groups having a direct or scholarly interest in metropolitan problems 
would otherwise be ineligible for appointment. These men could con- 
tribute views and experience perhaps different from that of govern- 
ment officials at any level. 

It also seems to us desirable that the Chairman of such a commis- 
sion have a broad general background in urban affairs and be able to 
devote a very substantial part of his time to the work of the Com- 
mission. We would suggest, therefore, that the President be em- 
powered to appoint a Chairman so qualified, as an additional member 
of the Commission. The Vice Chairman could be elected by the other 
members from among the congressional representatives. 

We have suggested the addition of seven members although we are 
aware that a larger group would present additional operational prob- 
lems. We believe it very important, however, that it contain this 
wider representation. Also, the Commission would be authorized, by 
section 4(a), to carry on its business through subcommittees. The 
drawbacks to having a larger Commission could therefore be largely 
offset by having specialized subcommittees handle different phases of 
the study, subject to final review and coordination by the full 
Commission. 

We believe also that the general subject of the proposed study, as 
set forth in subsection 3(a) of the bill, should be expanded to include 
State and local, as well as Federal, policies and programs. It is pri- 
marily on those levels that the determinations of need, the detailed 
planning, and the actual work relating to metropolitan problems must 
be carried on. We would suggest that the authorization (p. 3, lines 
8-11) be changed to read as follows: “The Commission shall make 
full and complete investigation and study of the needs and problems 
of the Nation’s metropolitan areas and of the relationships of programs 
and of policies of Federal, State, and local governments to these needs 
and problems for the purpose of determining”’. 
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Subparagraph 3(a)(1) might also be revised to include more spe- 
cifically the study and control of basic factors affecting metropolitan 
development, and to add sewage disposal to the list of needed public 
services. Suggested language (p. 3, lines 12-18) would be: ‘‘(1) the 
present and prospective needs of the Nation’s metropolitan areas for 
metropolitan area planning and control of land use for residential, 
commercial, industrial and other private and public purposes, and for 
the planning and programing of public services and facilities, including 
but not limited to highways, mass transit facilities, water resources, 
sewage disposal, elimination of air and water pollution, health and 
welfare services, schools, recreation facilities, urban renewal and 
housing, ports, airports, and prevention of crime and delinquency; 

Finally, we would suggest that the Commission be authorized ‘to 
make payment for any substantial services it receives from other Fed- 
eral bodies under section 4(b) of the bill, and that provision also be 
made for compensation to the private citizens proposed to be added to 
the Commission. 

We have been informed by the Bureau of the Budget that this report 
is without objection insofar as the Bureau is concerned. 

Sincerely yours, 
Norman P, Mason, Administrator, 


OFFICE OF THE PosTMASTER GENERAL, 
Washington, D.C., July 27, 1959. 
Hon. Jonn L. McCretuan, 
Chairman, Committee on Government Operations, 
U.S. Senate, Washington, D.C. 

Dear Mr. CuarrmMan: Reference is made to the request for a 
report on 8S. 1431, a bill to provide for the establishment of a Com- 
mission on Metropolitan Problems. 

The a of the bill is stated in its title. 

Subsection (b) of section 4 of the measure reads as follows: 

““(b) The Commission is authorized to secure from any depart- 
ment, agency, or independent instrumentality of the executive branch 
of the Government any information it deems necessary to carry out 
its functions under this act; and each such department, agency, and 
instrumentality is authorized and directed to furnish such informa- 
tion to the Commission, upon request made by the Chairman, or the 
Vice Chairman when acting as Chairman.” 

While it is the practice of this Department to cooperate with other 
agencies and furnish information which can properly be given, it is 
believed that the language cited vests the proposed Commission with 
too broad authority with respect to obtaining information from other 
agencies. The provision would be objectionable to this Department. 
Certa ainly the department or agency should have authority to decide 
whether or not the requested information should be furnished. 

The purpose could be accomplished by changing the subsection 
to read: 

“(b) The Commission is authorized to request from any depart- 
ment, agency, or independent instrumentality of the Government any 
information it deems necessary to carry out its functions under this 
act; and each such department, agency, and instrumentality is au- 
thorized to cooperate with the Commission and, to the extent per- 
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mitted by law, to furnish such information to the Commission, upon 
request made by the Chairman or by the Vice Chairman when acting 
as Chairman.” 

This Department has no other comment or recommendation to 
make with respect to the merits of the proposed legislation. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to the committee. 

Sincerely yours, 
E. O. SEsstons, 
Acting Postmaster General. 


CONCLUSIONS 


In reporting S. 1431 favorably, the majority of the committee 
believes that the problems of the Nation’s metropolitan areas have 
become of such magnitude that steps must be taken without deley 
to work out an orderly solution to them. 

The problems of tax revenues, transportation, water resources, 
education and housing, to mention but a few, compounded by the 
ever-mounting migration of the population to metropolitan areas, to 
which there appears to be no halt, have become of such stupendous 
proportions as to endanger the very balance of the national economy. 

The cities, counties and States, which are most directly affected, 
by themselves “yet solve these dilemmas on a piecemeal or patch- 
work basis. They can be met, and intelligently resolved, only on a 

national basis with ‘all levels of government cooperating in a coordi- 
sated effort. 

As sponsors of this legislation have pointed out, the problems 
brought about by the tremendous population surge since World hain 
II, together with the heavy concentrations in metropolitan ares 
transcend either political or geographical boundaries. This is a 
national problem which must be met on a national basis. 

The majority of the committee, therefore, recommends the estab- 
lishment of a temporary Federal Commission to make a thorough 
study of the entire problem, to devise a national program for its 
solution, and to recommend constructive action to solve it. 
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Calendar No. 909 


86TH CONGRESS SENATE REporT 
1st Session No. 882 





SUPERGRADE AND SCIENTIFIC, RESEARCH AND DE- 
VELOPMENT POSITIONS FOR DEPARTMENT OF 
DEFENSE 


SEPTEMBER 3 (legislative day, AuGust 31), 1959.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


[To accompany H.R. 6059] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H.R. 6059) to provide additional civilian positions 
for the Department of Defense for purposes of scientific research and 
development relating to the national defense, to improve the manage- 
ment of the activities of such Department, and for other purposes, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill as amended do pass. 


AMENDMENTS 


The amendments are as follows: 

1. Page 2, line 2, strike out the comma after the word “Schedule” 
and all that follows on down through all of line 13 except the period 
at the end thereof. 

2. Page 3, line 23, strike out the comma after the word “‘personnel” 
and all that follows on down through all of line 9, page 4, except the 
period at the end thereof. 

3. Page 4, following line 15, insert all of new section 4. 


PURPOSE OF AMENDMENTS 


Amendments 1 and 2 will give the Department of Defense the 
additional positions provided by the bill at once instead of on a 
staggered basis extending over a period of 2 years. 

Amendment 3 liberalizes the Federal Employees Group Life 
Insurance Act in a number of respects. 


SUPERGRADE POSITIONS FOR DEPARTMENT OF DEFENSE 


EXPLANATION 
Supergrade positions 

Section 1 authorizes the Secretary of Defense to place a total of 372 
positions in grades 16, 17, and 18 of the general schedule of the 
Classification Act. 

This authority replaces existing law under which the Civil Service 
Commission allocates supergrade positions to the Department of 
Defense out of the grand total available to the Commission for 
allocation to all departments and agencies of the Government. The 
grand total of such positions which the Commission is presently 
authorized to allocate is reduced by the number of such positions it 
has allocated to the Department of Defense at the time this legislation 
becomes effective. 

On June 1, 1959, the allocation to the Department of Defense was 
303 such positions as compared to 372 made available by the bill. 
The difference of 69 is the number of additional such positions pro- 
vided by the bill. Under the bill—prior to committee a 
No. 1—23 such positions would become immediately available; 23 
more would become available July 1, 1960; and the final 23 would 
become available July 1, 1961. The bill as amended makes all 69 
positions available upon enactment. 

It is to be noted that the specific requirement of section 505(a) . 
the Classification Act of 1949, that no position shall be placed i 
grades 16, 17, or 18 except by approval of a majority of the shes 
members of the C ommission, remains in effect. 


Scientific positions 


Section 2 authorizes the Secretary of Defense to establish a total of 
450 civilian positions to carry out research and development relating 
to the national defense that require the services of specially qualified 
scientific or professional personnel. This is an increase of 158 in 
existing authority which permits the establishment of 292 such posi- 
tions. Under the bill—prior to committee amendment No. 2—54 
such positions would become immediately available; 54 more would 
become available July 1, 1960; and the remaining 50 would become 

yailable July 1, 1961. The bill as amended makes all 158 such posi- 
tions available upon enactment. 

The salary range for these positions is $12,500 to $19,000 per year 
depending on the job requirements and the qualifications of the in- 
dividual. Both the salary and the qualifications of the individual are 
subject to approval by the Civil Service Commission. 

Federal employees group life insurance 

(a) Benefits —Section 4 of the bill as reported liberalizes the Federal 
or Group Life Insurance Act as follows: 

The full amount of life insurance would continue without reduc- 
sina so long as the employee remains in the service. Under existing 
law the insurance is reduced by 2 percent per month upon reaching 
the age of 65 whether still employed or not until the policy has been 
reduced to 25 percent of its face value. 

2. The reduction at age 65 or upon separation from the service 
whichever occurs later would be cut to 1 percent per month and would 
cease when the policy has been reduced to 50 percent of its face value. 

3. The 15-year service requirement for free insurance after retire- 
ment on an immediate annuity would be reduced to 12 years. 
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(6) Contributions.—The bill increases from 25 cents to 32 cents the 
maximum biweekly deduction per $1,000 of group life insurance which 
is withheld from the salaries of insured employees under the age of 
65. Employees over age 65, who now have no insurance deductions 
from their salaries, would, under the bill, be subject to deductions in 
the future at the same rate as employees under age 65. 


JUSTIFICATION 


Supergrade, scientific positions, Department of Defense 

Public hearings on this portion of the bill were held in the House 
on May 11, 1959, and in the Senate on July 23, 1959. 

The Department of Defense and the Civil Service Commission testi- 
fied in favor of the measure. No adverse testimony was offered. 

The hearings developed that the Department of Defense has re- 
ceived its allocation of supergrade positions out of the number of such 
positions available to the Civil Service Commission for distribution 
among the various departments and agencics of the Government. 
This situation has created two rather serious problems. First, the 
Department of Defense has many positions which the Civil Service 
Commission has recognized as properly allocable to grades GS-16, 
GS-17, or GS-18 but which cannot be done because none is available 
in the pool from which the Commission must draw. Second, is the 
fact that the Development of Defense cannot count on the continued 
availability of even its existing number of such positions. 

The Commission cannot allot any given number of such positions 
to any agency, under existing language of the Classification Act. This 
means that when a supergrade position in the Department of Defense 
becomes vacant, the Commission must make a new determination as 
to the relative needs of Defense and other agencies for the position. 
Since it does not follow that Defense will retain title to the position, 
the situation is one of continued uncertainty and difficulty in plan- 
ning to meet needs for top-level personnel. 

The authority provided in this measure to permit the Secretary of 
Defense to have a specific number of GS-16, GS-17, and GS-18 posi- 
tions will permit better planning and utilization of these spaces. The 
immediate increase in the number of such spaces available to the 
Department will permit equitable treatment for top personnel in the 
Department. 

The Department testified that a minimum of 450 top scientific and 
research positions are needed now. ‘These are not new in any sense 
of the word but are simply higher grade authorizations required to 
enable the Department to provide equitable treatment for scientists 
and engineers in positions of comparable significance and responsibility 
at the top levels throughout the Department. 

The Senate approved a similar provision during the 2d session of 
the 85th Congress. The conferees on the part of the House would not, 
at that time, agree to accept it. 


Federal Employees Group Life Insurance Act 


The committee is of the opinion that no reduction should be made 
in the face value of an employee’s life insurance policy during such 
time as he continues in an active status. Certainly, if his economic 
situation requires that he continue to work it can be assumed that he 
or his estate can ill afford to absorb the reduction that now occurs in 
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the value of his insurance upon reaching the age of 65 whether or not 
he is still employed. 

Likewise, the committee is strongly of the opinion that the current 
reduction of 2 percent a month until the face value of a policy has been 
reduced to 25 percent of its original value is both too rapid a cut and 
too deep a cut. 

The Senate unanimously approved this provision during the lst 
session of the 85th Congress. ‘The House failed to concur. 

In correction of these two situations the bill provides that no reduc- 
tion shall occur so long as the individual continues to be employed 
and that when the reduction does occur—either at age 65 or upon 
separation whichever occurs later—it will be only one-half as rapid 
and one-half as deep as at present. 


SECTIONAL ANALYSIS 


Subsection (a) of the first section amends section 505 of the Classi- 
fication Act of 1949, as amended, to authorize the Secretary of Defense 
to place a total of 372 positions in grades 16, 17, and 18 of the general 
schedule of such act. This increases the number of such positions 
available to the Department of Defense by 69. 

Subsection (b) of the first section provides that the total number of 
positions authorized by section 505(b) of the Classification Act of 
1949, as amended, to be placed in grades 16, 17, and 18 of the general 
schedule of such act at any time shall be deemed to have been reduced 
by the number of positions in such grades allocated to the Depart- 
ment of Defense immediately prior to the enactment of this measure. 

Subsection (c) of the first section continues in effect all positions 
existing immediately before enactment of this measure, and the 
compensation and other rights affecting the incumbents thereof, 
until the Secretary of Defense takes appropriate action with respect 
thereto as authorized by this measure. 

Section 2 amends section 1581(a) of title 10, United States Code, 
as modified by section 12(a) of the Federal Employees Salary Increase 
Act of 1958, and as amended by section 3 of the act of May 29, 1959, to 
authorize the Secretary of Defense to establish 450 scientific research 
and development positions instead of the 292 he is currently authorized 
to establish. This represents an increase in authorization of 158 
positions. 

Section 3 continues in effect the existing requirement of law with 
respect to an annual report to Congress but changes the reporting date 
in order to facilitate the preparation of the report on a full calendar 
year basis. 

Section 4(a) repeals section 3(d) of the Federal Employees Group 
Life Insurance Act. This is the section which provides that the 
amount of group life insurance in force at age 65 be reduced by 2 per- 
cent thereof at the end of each full calendar month following the date 
the employee attains age 65, subject to a minimum amount of not less 
than 25 percent of the insurance in force immediately preceding the 
first reduction, This section is made unnecessary by an amendment 
to section 6(b) which provides that the reduction shall be 1 percent per 
month subject to a total reduction of not over 50 percent of the 
insurance in force immediately preceding the reduction. 
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Section 4(b) amends section 5(a) of the Federal Employees Group 
Life Insurance Act by striking out the words ‘“‘under age sixty-five’. 
Salary deductions for the employees’ share of the cost of his group 
insurance now cease when he reaches his 65th birthday. The effect of 
this amendment is to require insurance deductions (and agency con- 
tributions) without regard to age so long as the individual continues 
to be employed. 

Section 4(c) amends section 6 of the Federal Employees Group Life 
Insurance Act. The effect of this amendment is twofold: First, the 
present 15-year requirement for continued insurance after retirement 
on an immediate annuity is reduced to 12 years; and, second, the 
rate and amount of reduction upon reaching the age of 65 or retire- 
ment whichever occurs later are cut in half. 

Section 4(d) amends section 5(a) of the Federal Employees Group 
Life Insurance Act so as to increase from 25 cents to 32 cents the 
maximum biweekly deduction per $1,000 of group life insurance which 
is withheld from the salaries of insured employees regardless of their 
age. 

Section 4(e) fixes the effective dates of the various provisions of 
section 4. ‘The requirement for employee deductions after age 65 and 
the higher deduction rate of 32 cents would become effective on the 
first day of the first pay period which begins after the date of enact- 
ment. The benefit liberalizations would apply to all persons still in 
service as active employees. This means that for employees still in 
the service who have attained age 65, reductions effected under present 
law would be restored. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


SECTION 505 OF THE CLASSIFICATION ACT OF 1949 (5 U.S.C. 
1105) 


Src. 505. (a) No position shall be placed in grade 16, 17, or 18 of 
the General Schedule except by action of, or after prior approval 
by, a majority of the Civil Service Commissioners. 

(b) Subject to subsections (c), (d), and (e) of this section, a 
majority of the Civil Service Commissioners are authorized to estab- 
lish and, from time to time, revise the maximum numbers of positions 
(not to exceed fifteen hundred and thirteen) which may be in grades 
16, 17, and 18 of the General Schedule at any one time, except that 
under such authority such maximum number of positions shall not 
exceed four hundred and one for grade 17 and one hundred and fifty- 
nine for grade 18. 

(c) The number of positions of senior specialists in the Legis- 
lative Reference Service of the Library of Congress allocated to 
grades 16, 17, and 18 of the General Schedule by reason of the proviso 
contained in section 203(b)(1) of the Legislative Reorganization Act 
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of 1946 (60 Stat. 836; 2 U.S.C., see. 166(b)(1)) shall be in addition 
to the number of positions authorized to be placed in such grades 
by subsection (b). 

(d) The Comptroller General of the United States is authorized, 
subject to the procedures prescribed by this section, to place a total 
of twenty-five positions in the General Accounting Office in grades 16, 
17, and 18 of the General Schedule. Such positions shall be in addi- 
tion to the number of positions authorized to be placed in such grades 
by subsection (b). 

The Director of the Federal Bureau of Investigation, United 
States Department of Justice, is authorized, without regard to any 
other provision in this section, to place a total of seventy-five positions 
in the Federal Bureau of Investigation in grades 16, 17, and 18 of 
the General Schedule. Such positions shall be in addition to the 
number of positions natal to be placed in such grades by sub- 
section (b). 

({) The National Security Council is authorized, subject to the 
procedures prescribed by this section, to place two additional posi- 
tions in grade 18, one additional position in grade 17, and two addi- 
tional positions in grade 16 of the general schedule. Such positions 
shall be in addition to the number of positions authorized to be placed 
in such grades by subsection (b). 

(f) The Director of the Administrative Office of the United States 
Courts is authorized to place a total of four positions in grade 17 of the 
General Schedule. Such positions shall be in addition to the number 
of positions authorized to be placed in such grade by subsection (b). 

(g) The Commissioner of Immigration and Naturalization is au- 
thorized to place a total of eleven positions in grade 17 of the General 


Schedule. Such positions shall be in addition to the number of posi- 
tions authorized to be eo in such grade by subsection (b). 


(h) In any case in which, subsequent to February 1, 1958, provi- 
sions are included in a general appropriation Act authorizing an 
agency of the Government to place additional positions in grade 16, 17, 
or 18, the total number of positions authorized by this section to be 
placed in such grades shall, unless otherwise expressly provided, be 
deemed to have been reduced by the number of positions authorized by 
such provisions to be placed in such grades. Such reductions shall be 
deemed to have occurred in the following order: first, from any num- 
ber specifically authorized for such agency under this section, and 
second, from the maximum number of positions authorized to be 
placed in such grades under subsection (b) irrespective of the agency 
to which such positions are allocated. 

(i) Appointments to positions in grades 16, 17, and 18 of the Gen- 
eral Schedule shall be made only upon approval by the Civil Service 
Commission of the qualifications of the proposed ‘appointees, except 
that this subsection shall not apply to those positions— 

(1) provided for in subsection (e) of this section; 

(2) to which appointments are made by the President alone 
or by the President by and with the advice and consent of the 
Senate; and 

(3) for which the compensation is paid from (A) appropriations 
for the Executive Office of the President under the headings 
“The White House Office”, “Special Projects”, ‘Council of Eco- 
nomic Advisers’, “National Security Council’, “Office of Defense 
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Mobilization”, and ‘‘President’s Advisory Committee on Governs 

ment Organization”, or (B) funds appropriated to the President 

under the heading ‘‘Emergency Fund for the President, National 
Defense” by the General Government Matters Appropriation 
Act, 1959, or any subsequent Act making appropriations for such 
purposes. 

(7) The Secretary of Defense is authorized, subject to the standards 
and procedures prescribed by this Act, to place a total of three hundred 
and seventy-two positions in the Department of Defense in grades 16, 17, 
and 18 of the General Schedule. 


SECTIONS 1581(a) AND 1582 OF TITLE 10 OF THE UNITED 
STATES CODE 


§ 1581. Appointment: professional and scientific services 


(a) The Secretary of Defense may establish not more than [two 
hundred and ninety-two] four hundred and fifty civilian positions in 
the Department of Defense to carry out research and development 
relating to the national defense, military medicine, and other activities 
of the Department of Defense that require the services of specially 
qualified scientists or professional personnel. 

+ * * « 









* * * 





§ 1582. Professional and scientific services: reports to Congress on 
appointments 


The Secretary of Defense shall report to Congress not later than 
February 1 of each [calendar] year on the number of positions estab- 
lished under section 1581 of this title during [that] the immediately 
preceding calendar year. The report shall list the name, rate of com- 
pensation, functions, and qualifications of each incumbent. However, 
the Secretary may omit any item if he considers that a full public 
report on it would be detrimental to the national security. In such 
a case, he shall present the information, in executive session, to such 
committees of the Senate and the House of Representatives as are 
designated by the presiding officers of those bodies. 


FEDERAL EMPLOYEES’ GROUP LIFE INSURANCE ACT OF 
1954 
* + * * 

Sac: 3. (e) * * * 

(b) * * * 

(c) *x* * * 

[(d) Each of such amounts of insurance shall be reduced by 2 per 
centum thereof at the end of each full calendar month following the 
date the employee attains age sixty-five, subject to minimum amounts 
prescribed by the Commission, but not less than 25 per centum of 
the insurance in force immediately preceding the first reduction pro- 
vided herein: Provided, That the amounts of insurance in force from 
time to time on an employee who becomes insured under this Act 
after having attained the age of sixty-five shall be the same as would 
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be in force had he been insured at age sixty-five, and shall be based 
on the lesser of his annual compensation (1) at the time he becomes 
so insured, or (2) at age sixty-five, provided he was eligible at that 
time to be insured under this Act.] 

* * * *x o* * * 


Sec. 5. (2) During any period in which an employee [under age 
sixty-five] is insured under a policy of insurance purchased by the 
Commission as authorized in section 7 of this Act, there shall be 
withheld from each salary payment of such employee, as his share of 
the cost of his group life and accidental death and dismemberment 
insurance, an amount determined by the Commission, but not to 
exceed the rate of [25] 32 cents biweekly for each $1,000 of his group 
life insurance: Provided, That an employee who is paid on other than 
a biweekly basis shall have an amount so withheld, determined at a 
proportionate rate, which rate shall be adjusted to the nearest 
om, *>.” 

Ms « a . i * . 


Sec. 6. (a) Each policy purchased under this Act shall contain a 
provision, in terms approved by the Commission, to the effect that anv 
insurance thereunder on any employee shall cease upon his separation 
from the service or twelve months after discontinuance of his salarv 

ayments, whichever first occurs, subject to a provision which shall 

e contained in the policy for temporary extension of coverage and 
for conversion to an individual policy of life insurance under conditions 
approved by the Commission. 

(b) If upon such date as the insurance would otherwise cease the 
employee retires on an immediate annuity and (1) his retirement is 
for disability or (2) he has completed [fifteen] twelve years of credit- 
able service, as determined by the Commission, his life insurance only 
may, under conditions determined by the Commission, be continued 
without cost to him [in the amounts for which he would have been 
insured from time to time had his salary payments continued at the 
same rate as on the date of cessation] , but the amount of such insurance 
shall be reduced by 1 per centum thereof at the end of each full calendar 
month following the date the employee attains age siaty-five or retires, 
whichever is later, subject to minimum amounts prescribed by the Com- 
mission, but not less than 60 per centum of the insurance in force preceding 
the first such reduction. Periods of honorable active service in the 
Army, Navy, Air Force, Marine Corps, or Coast Guard of the United 
States shali be credited toward the required [fifteen] twelve years 
provided the employee has completed at least five years of civilian 
service. 

(c) If upon such date as the insurance would otherwise cease the 
employee is receiving benefits under the Federal Employees’ Com- 
pensation Act because of disease or injury to himself, his life insurance 
may, as provided in subsection (b), be continued during the period he 
is in receipt of such benefits and held by the United States Department 
of Labor to be unable to return to duty. 


O 
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AMENDING THE NAVY RATION STATUTE TO PROVIDE FOR 
THE SERVING OF OLEOMARGARINE OR MARGARINE 


SerreMBER 3 (legislative day, Aucust 31), 1959.—Ordered to be printed 


Mr. Tuurmonp, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany S. 2168] 


The Committee on Armed Services, to whom was referred the bill 
(S. 2168) to amend the Navy ration statute so as to provide for the 
serving of oleomargarine or margarine, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 


PURPOSE OF THE BILL 


This bill would amend the Navy ration law to permit the serving 
of oleomargarine or margarine to naval personnel. 


BACKGROUND OF THE BILL 


The specific amounts of various foods that constitute the minimum 
daily diet of Navy personnel are prescribed in section 6082 of title 10, 
United States Code. Oleomargarine or margarine is not now listed 
as a component of this diet. 

The Army and the Air Force do not have a basic ration law similar 
to that of the Navy. Since elements of the Army and Air Force 
ration are established by the President, the serving of margarine or 
oleomargarine is permissive for these two military departments. 
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EXPLANATION OF THE BILL 


Section 1 of = bill would add the words “oleomargarine or mar- 
garine” to the Navy ration law so that the serving of margarine in 
the Navy would be permissive. 

This permissive authority would be limited by section 2 of the bill, 
which provides that except whe n the Secretary of Agriculture finds 
and certifies that there is a surplus of either soy ‘bean oil or cottonseed 
oil, oleomargarine or margarine may not be used by the Navy if 
surplus butter stocks are available to the Navy through the Com- 
modity Credit Corporation. 

Despite availability of surplus butter stocks from the Commodity 
Credit Corporation, the Navy would be authorized to acquire limited 
supplies of oleomargarine or margarine for use in special operations 
where refrigeration facilities are either limited, or not available. Be- 
cause margarine acquired for such operations must be rotated to 
assure freshness, authorization is also provided to use the rotated 
part of such supplies for any purpose other than as a component of 
the Navy ration. In practical effect, this means that the rotated 
stocks may be used for cooking purposes instead of being destroyed 
or abandoned. 

LEGISLATIVE HISTORY 


In the 83d Congress the committee favorably reported S. 1806, 
which would have authorized the serving of oleomargarine or mar- 
garine by the Navy without the limitations prescribed in S. 2168. 
5. 1806 was objected to on the call of the calendar and did not pass 
the Senate. 

H.R. 912, 85th Congress, would have authorized the serving of mar- 
garine or oleomargarine by the Navy except when surplus butter 
stocks were available through the Commodity Credit Corporation. 
The committee reported, and the Senate passed, an amended version 
of this bill late in the 85th Congress, but the Senate amendment was 
not agreed to and thus the bill did not become law. 

Existence of surplus butter stocks has complicated favorable action 
on similar legislation in the past. If the existence of surplus agri- 
cultural commodities is to be considered in prescribing ration com- 
ponents of the Navy, this bill would afford equal recognition to the 
possible existence of a surplus in either soybean or cottonseed oil, 
from which oleomargarine and margarine are processed. 


COsT 


The Department of the Navy has informed the committee that 
enactment of this bill would result in no increased cost to the Govern- 
ment and that it could result in some savings. Since the amount of 
savings would depend upon personnel strer ith, the price differential 
between butter and margarine, and the extent to which margarine 
would be used as a substitute for butter, it is impractical to make a 
realistic estimate of such savings. In reporting on H.R. 912, of the 

85th Congress, the Department of the Navy indicated that on the 
personnel stre1 ngth and price differentials existing at that time, an 
estimated saving of more than $1 million could have been realized by 
serving a ration component consisting of two-thirds butter and 
one-third margarine, 
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DEPARTMENTAL RECOMMENDATIONS 






Printed below and hereby made a part of this report are letters from 
the Department of the Navy, dated August 20, 1959, and the Depart- 
ment of Agriculture, dated August 6, 1959. 

The Department of the Navy and the Bureau of the Budget 
recommend the deletion of section 2 of the bill in order that the Navy 
may have the same flexibility as is possessed by the other armed forces. 















DEPARTMENT OF THE Navy, 

OFFICE OF THE SECRETARY, 

Orrice or LEGISLATIVE LIAISON, 
Washington, D.C., August 20, 1959. 






Hon. Ricnarp B. Russet, 
Chairman, Committee on Armed Services, 
U.S. Senate, Washington, D.C. 


My Dear Mr. Cuatrman: Your request for comment on S. 2168, 





















































































, a bill to amend the Navy ration statute so as to provide for the serving 
of oleomargarine or margarine, has been assigned to this Department 
by the Secretary of Defense for preparation of a report thereon ex- 
pressing the views of the Department of Defense. 
The purpose of the bill is as stated in the title. Under the provisions 
of the bill, the use of oleomargarine or margarine would be permitted 
’ as a substitute for butter. Section 2 of the bill places restrictions on 
; the acquisition of oleomargarine or margarine during any period when 
s surplus butter stocks are available to the Navy through the Com- 
modity Credit Corporation except that limited supplies “thereof may 
bs be acquired for use in special operations where the use of butter would 
~ be impractical. Section 2 further provides that the section shall not 
‘. be construed as prohibiting the disposition of any unused stocks, 
te acquired for use in special operations as previously indicated, by any 
a means other than by serving as a component of the Navy ration. 
Section 2 also provides that the foregoing restrictions on the acquisi- 
a tion and use of oleomargarine or margarine shall not be applicable 
< during any period of time in which the Secretary of Agriculture finds 
re and certifies that there is a surplus of either soybean or cottonseed oil. 
77 It has been determined that butter is not adaptable to use in 
‘i emergency operations in areas where refrigeration facilities are either 
’ limited or not available. On the other hand, canned margarine may 
be kept usable for extensive periods with little or no refrigeration. 
Accordingly, the Navy purchases and keeps in stock a quantity of 
margarine for use in emergency quaaiens where the use of butter 
nat would not be practicable. Most of this margarine is used by the 
=. Marine Corps in training exercises or in operations such as the one 
of conducted in Lebanon in 1958. These stocks must, in time, be 
tial replenished even if not used in operations. In order to effect utmost 
is economy, the Navy’s practice has been to dispose of unused stocks of 
~~ margarine for cooking purposes in general messes. 
It is considered that the language in section 2 of this bill imposes 





Seale restrictions on the use of margarine by this Department. 

{Congress would enact legislation without the restrictions contained 
in section 2, the use of oleomargarine or margarine as a substitute 
or butter would be a matter for administrative determination, as is 
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true of other elements of the Navy ration. The bill would thus 
permit, but not require, the use of a food product used extensively in 
the domestic economy, and would increase the adaptability of menus 
to existing operating conditions. In addition, this Department would 
be placed on an equal footing with the other military departments in 
being permitted the discretionary use of margarine in lieu of butter. 

In view of the foregoing, the Department of the Navy, on behalf of 
the Department of Defense, would favor the enactment of S. 2168, 
provided section 2 is deleted. 

The enactment of this legislation would result in no increased costs 
to the Government. On the contrary, it is believed that some savings 
would result. The amount of savings would depend upon the number 
of personnel in the Navy and Marine Corps, the price differential 
between butter and margarine, and the extent to which margarine 
would be used as a substitute for butter. It is considered that so 
many indeterminable factors are involved that no realistic estimate 
can be made as to the amount of savings. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the 
Budget that there is no objection to the submission of this report on 
S. 2168 to the Congress, 

Sincerely yours, 
R. L. Kisse, 
Captain, U.S. Navy, 
Deputy Chief of Legislative Affairs 
(For the Secretary of the Navy). 


DEPARTMENT OF AGRICULTURE, 

Washington, D.C., August 6, 1959. 
Hon. Ricuarp B. Russet, 

Chairman, Committee on Armed Services, 
U.S. Senate. 

Dear Senator Russet: This replies to your request of June 16 
for a report on S. 2168, a bill to amend the Navy ration statute so as 
to — for the serving of oleomargarine or margarine. 

he Department does not oppose enactment of this legislation along 
lines proposed. 

The first section of the bill would authorize the addition of oleo- 
margarine or margarine in the Navy ration. Section 2 would provide 
that oleomargarine or margarine should not be acquired by the Navy 
when surplus butter stocks are available from the Commodity Credit 
Corporation, except that these items could be acquired for use in 
special operations where the use of butter would be impractical. 
Likewise the prohibition against the use of oleomargarine or margarine 
would not apply during any period for which the Secretary of Agri- 
culture advises and certifies that there is a surplus of either soybean 
or cottonseed oil. 

Effect of S. 2168 is to add oleomargarine or margarine for optional 
use in the Navy ration (a) during periods when there is a surplus 0 
either soybean or cottonseed oil, based upon determination by the 
Secretary of Agriculture; (6) during periods when surplus butter stocks 
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are not available through CCC; or (c) in connection with special 
operations where the use of butter would be impractical. 


The bill is of principal concern to the Department of the Navy which 
now is prohibited in the use of oleomargarine or margarine as a ration 
component. The prohibition does not apply to other major services 
of the Department of Defense. Because the proposal does provide 
the Navy with more flexibility than now permitted, in its selection of 
ration components, there is no reason for the Department of Agri- 
culture to oppose enactment, although recognizing at the same time 
that the proposal does not provide the Navy with the same freedom 
of choice in this matter as now is available to the other services of 
the Department of Defense. 

With respect to the Department of Agriculture, S. 2168 would 
require the Secretary to find and certify as to the surplus position of 
either soybean or cottonseed oil. Findings of this kind currently are 
required, however, for other purposes, and thus the proposal would 
impose no additional burden upon the Department. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. The Bureau further advises that it “favors 


proposed legislation such as H.R. 1948, which would simply add 
margarine or oleomargarine to the Navy ration list, thereby giving 
that service the same flexibility in this regard as is possessed by the 
other Armed Forces.” 

Sincerely yours, 


E. L. Peterson, 
Acting Secretary. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows: Existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman. 


Section 6082, Titte 10, Unirep States Copp 


(a) The Navy ration consists of the following daily allowance of 
provisions: 


(1) Eight ounces of biscuit or twelve ounces of soft bread or 
twelve ounces of flour. 

(2) Twelve ounces of preserved meat or fourteen ounces of 
salt or smoked meat or twenty ounces of fresh meat, fish, or 
poultry. 

(3) Twelve ounces of dried vegetables or eighteen ounces of 
canned vegetables or forty-four ounces of fresh vegetables. 

(4) Four ounces of dried fruit or ten ounces of canned fruit 
or six ounces of preserved fruit or sixteen ounces of fresh fruit 
or six ounces of canned fruit or vegetable juices, or one ounce of 


owdered fruit juices, or six-tenths of an ounce of concentrated 
rult juices, 
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(5) Two ounces of cocoa or two ounces of coffee or one-half 
ounce of tea. 

(6) Four ounces of evaporated milk or one ounce of powdered 
milk or one-half pint of fresh milk. 

(7) One and six-tenths ounces of butter or oleomargarine or 
margarine. 

(8) One and six-tenths ounces of cereal or rice or starch foods, 

(9) One-half ounce of cheese. 

(10) One and two-tenths eggs. 

(11) One and six-tenths ounces of lard or lard substitutes. 

(12) Two-fifths of a gill of oils or sauces or vinegar. 

(13) Five ounces of sugar. 

(14) Such quantities of baking powder and soda, flavoring 
extracts, mustard, pepper, pickles, salt, sirup, spices, and yeast 
as required. 

(b) Any article of the Navy ration may be issued in excess of the 
authorized quantity if there is an underissue of the same value in 
other articles. 

(c) The Secretary of the Navy may increase the daily allowance 
of provisions on a vessel or station having an authorized complement 
of less than one hundred and fifty men and subsisting on a ration 
allowance when, in his opinion, the vessel or station is operating under 
conditions warranting an increase. 
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Mr. Jackson, from the Committee on Armed Services, submitted the 
following 


REPORT 


2449] 





[To accompany H.R. 






The Committee on Armed Services, to whom was referred the bill 
(H.R. 2449) to authorize the Secretary of the Army to lease a portion 
of Twin Cities Arsenal, Minn., to Independent School District No. 16, 
Minnesota, having considered the same, report favorably thereon with 
an amendment and recommend that the bill as amended do pass. 

The amendment is as follows: 

On page 1, line 4, strike out the words “five-year” and insert in lieu 
thereof, “two-year” 


EXPLANATION OF AMENDMENT 







The purpose of this amendment is to limit the term of the lease in 
matters of this type to a period of 2 years. There is presently pending 
before the Congress general legislation pertaining to this subject, which 
should be resolved within the time allowed. In this regard, the follow- 
ing colloquy, that occurred on the floor of the House of Representa- 
tives, in relation to this bill, is of interest: 












Mr. Gross. Mr. Speaker, reserving the right to object, and 
I shall not object, I should like only to say that it seems to me 
that the House Committee on Armed Services ought to pro- 
vide, in the next session of the Congress, a uniform policy 
with respect to the use of buildings for public purposes, that 
is, buildings on military establishments. I think there ought 
to be a uniform policy. We have two bills on the Consent 
Calendar today, and there is no uniformity in this matter. 
I hope that next year the Committee on Armed Services will 
provide uniformity through legislation. 


34006 
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Mr. Duruam. Mr. Speaker, will the gentleman yield? 
Mr. Gross. I am glad to yield to the gentleman from 
North Carolina, a member of the House Armed Services 
Committee. 

Mr. Duruam. I think it should be understood that we 
started to work out a uniform policy at this session of the 
Congress, but we found out, of course, that it was quite a job. 
Now, we have these two emergencies. These children will not 
be in school unless we do something for them this year. I can 
assure the gentleman that we will do everything we can to 
straighten this matter out. I agree with the gentleman that 
there ought to be some kind of an overall policy, because we 
go out and give them the money to relieve the situation in 
these impacted areas. We impact them, and then we do 
away with the business, and the children are sitting there not 
going to school and we find ourselves in this situation. It is an 
emergency. 

Mr. Gross. I thank the gentleman from North Carolina 
for his statement and withdraw my reservation of objection, 
Mr. Speaker. 

PURPOSE OF THE BILL 





The purpose of this bill is to authorize and direct the Secretary of 
the Army to lease, without monetary consideration, a part of the 
Twin Cities Arsenal, Minneapolis, Minn., to Independent School 
District No. 16 (Spring Lake Park School District), for a period of 
2 years. 


BACKGROUND OF BILL 


The school district which would be the beneficiary of this measure 
lies in Anoka County about 18 miles north of the center of Minneap- 
olis, Minn., and about 18 miles northeast of the city of St. Paul 
Minn. The problem of finding adequate space for the schooling of 
children in this area began with the construction of the Twin Cities 
Ordnance Plant in the early days of World War II. In the process 
of establishing this plant the Army acquired a large area of land. 
This reduced the tax base of the school district while at the same time 
the construction of the plant caused a large influx of defense workers 
which created the need for much more classroom space. 

At the peak of its production during World War II the Twin Cities 
Ordnance Plant employed 12,000 persons. At this time the school 
= had two schoolhouses which accommodated about 50 pupils 
each. 

From the 50 students in each school there was soon found a need to 
accommodate 500 children, and later this 500 figure climbed to 1,800 
pupils which the school district was called upon to educate. 

he school district managed to obtain some Federal funds for school 
construction and build a concrete-block one-story building that did 
provide some additional schoolroom space. It did not, however, cure 
the problem of part-time education. 

At the end of World War II the Twin Cities Ordnance Plant was 
cut from a peak of 12,000 employees to about 4,000. At this time 
the Army permitted the school district to use the administration 
building for about 2 years, or until the Korean conflict began. At 
that time the Army took back the building. 
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Following the Korean action the plant was completely deactivated. 
The only employees at the plant since that time are those engaged in 
maintenance, which number about 1,000 persons according to the 
testimony received. 

Since the installation was now inactive, the Army advertised the 
availability of the structures for lease. The Army was successful in 
leasing many of the structures at Twin Cities Ordnance, but even 
though assiduous in their efforts to lease the administration building 
no private interest in this structure was found. For this reason the 
building was unoccupied and unused until the school district leased it 
for school purposes. 

The committee understands that the fair market rental for this 
building is $12,000 per annum. On May 20, 1950, a lease was exe- 
cuted providing for rental at this appraised market value less $1,000 
estimated for maintenance that would normally be performed by a 
landlord but which the Government would not accomplish. 

The lease, now existing, is for a term of 5 years beginning July 1, 
1958, is revocable at will by the Secretary of the Army and reserves to 
the United States certain portions of the building, including the entire 
hospital wing. The school district also agreed to install additional 
fencing and to maintain the property and restore it to its original con- 
dition. The Government under the lease is not under any obligation 
to furnish utilities or services, which the school district has been ob- 
taining separately. 

The building space and the land area involved are not for the time 
being required for any military purpose. However, there is a mobili- 
zation requirement for the productive capacity of the arsenal, which 


is in Ramsey County, 10 miles from central Minneapolis, and was de- 
veloped at a cost of over $50 million for the manufacture of small 
arms and artillery ammunition. While it is therefore necessary to 
retain the right to use all the facilities on short notice in the event of 
need therefor during an emergency, the entire plant has been made 
available for interim use by the civilian economy. 


COMMITTEE CONCLUSIONS 


It is the view of the Armed Services Committee that there is no 
better use to which a vacant unleasable military structure could be 
put than for school purposes. In the instant case, while the com- 
mittee does not doubt that the fair market rental is $12,000 a year, 
it is advised that the school district cannot afford this amount of 
rental. in great part the increase in the requirements for schoolroom 
space was caused by the large influx of employees at the ordnance 
plant who continued to reside in the area or who are the children 
of the large maintenance staff at the plant. While it is true that 
Federal aid has been granted over the years to assist this school 
district (and other school districts throughout the United States), 
the payments made have simply not solved the problem. 

It is felt, however, that the terms of such leases should be limited 
to a period of 2 years, not only in the expectation that general legisla- 
tion will be enacted to cover these emergency situations, but to en- 
courage local school districts to provide permanent facilities at the 
earliest practicable time. 
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FISCAL DATA 


Enactment of this measure will not involve the expenditure of any 
Federal funds, nor will it cause the actual loss of any funds to the Fed- 
eral Government since all attempts in the past to lease this building 
for commercial use have been to no avail. 


DEPARTMENTAL DATA 


The position of the Department of the Army, on behalf of the De- 
parime nt of Defense, and the position of the Bureau of the Budget 
with respect to this measure is set out below. 


DerPARTMENT OF THE Army, 
Washington, D.C., May 8, 1959. 
Hon. Cart VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives, 

Dear Mr. CuatrmMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense 
with respect to H.R. 2449, 86th Congress, a bill to authorize the Secre- 
tary of the Army to lease a portion of Twin Cities Arsenal, Minn., 
to Independent School District No. 16, Minnesota. The Secretary 
of Defense has delegated to the Department of the Army the re- 
sponsibility for expressing the views of the Department of Defense 
thereon. 

The purpose of the above-mentioned bill is to authorize and direct 
the Secretary of the Army to lease, without monetary consideration, a 
part of Twin Cities Arsenal, Minneapolis, Minn., by Independent 
School District No. 16, State of Minnesota (Spring Lake Park School 
District), and terminate an existing lease under which the school 
district is obligated to pay $916.67 per month. H.R. 2449, except for 
its exemption of rental payments, contains the essential terms and 
conditions upon which the Department of the Army and the school 
district have agreed in the existing lease. 

The Department of the Army, on behalf of the Department of 
Defense, is opposed to the enactment of the above-mentioned bill. 

The building space and the land area involved are not for the time 
being required for any military purpose. However, there is a mobili- 
zation requirement for the productive capacity of the arsenal, which is 
in Ramsey County, 10 miles from central Minneapolis, and was 
developed at a cost of over $50 million for the manufacture of small 
arms and artillery ammunition. While it is therefore necessary to 
retain the right to use all the facilities on short notice in the event of 
need therefor during an emergency, the entire plant has been made 
available for interim use by the civ ilian ecc ynomy. 

The Secretary of a military department is authorized by title 10, 
United States Code, section 2667, to lease property when not ne eded 
for public use upon such terms as he considers will promote the 
national defense or be in the public interest. The section authorizes 
maintenance, protection, repair or restoration to be accepted as part 
or all of the consideration. The Department of the Army has con- 
tinuously regarded this section as not changing in any way the require- 
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ment that it must obtain an adequate consideration for the use of its 
property for a non-Federal purpose. 

The Director, Bureau of the Budget, in Bulletin No. 58-3, dated 
November 13, 1957, advised the heads of all executive departments and 
establishments that the President had approved recommendations 
made to him concerning the adoption of an equitable and uniform 
rovernmentwide policy concerning charges to be made for certain 

overnment services or property. One of the recommendations, in 
pertinent part, established the general policy that ‘fair market value 
should be realized from the sale or use of federally owned resources or 
property.” The Assistant Secretary of Defense for Properties and 
Tastatsioen, in order to assure uniformity in real-property manage- 
ment, has directed the three military departments to follow this policy 
whenever property is made available for use under general legislation. 

Independent School District No. 16 applied in December 1957 for 
rental of space in the administration building at the Twin Cities 
Arsenal for “classroom instruction, recreation, and cafeteria’ use. 
Since the administration building, constructed at a cost of $854,000, 
was easily accessible from a public highway and readily adapted to this 
purpose, the Department of the Army agreed, after circularizing 
possible requirements of other school districts in the area. 

Consistent with the policy approved by the President, and since the 
Department of the Army has adopted the appraisal procedure as the 
standard by which to measure the adequacy of consideration, an 
appraisal was made by the U.S. Army district engineer office at 
St. Paul, Minn. This indicated a market rental value of $12,000 per 
annum for use of approximately 60,000 square feet of floor space and 
6 acres of adjacent land. On May 20, 1958, a lease was executed 
providing for rental at the appraised market value less $1,000 esti- 
mated for maintenance that would normally be performed by a land- 
lord but which the Government would not accomplish. Since there 
was no other consideration flowing to the United States, no other 
deduction could be made from the money rental. 

The lease, for a term of 5 years beginning July 1, 1958, is revocable 
at will by the Secretary of the Army and reserves to the United States 
certain portions of the building, including the entire hospital wing. 
The school district also agreed to install additional fencing and, as 
indicated above, maintain the property and restore it to its original 
condition. The Government under the lease is not under any obliga- 
tion to furnish utilities or services, which the school district has been 
obtaining separately. 

Between the signing of the lease and its effective date the school 
district advised the Department of the Army of its “inability” to pay 
the contract rental. Because it mistakenly believed that other schools 
in similar circumstances were given space without charge, it asked that 
use of the property at Twin Cities Arsenal be made available “at a 
nominal or no-cost” basis. School District No. 16 concluded that the 
most it “could pay consistent with its budget is $2,500 per annum.” 
At the same time the school district submitted evidence that mainte- 
nance, protection, repair, and restoration of the leased property would 
average $2,480 per annum instead of the $1,000 previously estimated 
and deducted from the rental value. However, the Secretary of the 
Army is without authority to modify the lease contract solely to reduce 
the rental from $916.67 per month to $793.33 per month even if it is 
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demonstrated that all the expense could have been appropriately 
deducted in the first instance. While the school district could 
terminate the lease and then seek a new one, it choose not to do so. 

The Secretary of the Army is sympathetic to the position which 
many school districts, including Minnesota’s Independent School 
District No. 16, find themselves during this period of suburban expan- 
sion. Although it is in the public interest to have school facilities 
provided when needed, the extent of Federal responsibility therefor 
is & matter currently under consideration by Congress. If it is deter- 
mined that available space at military installations should be furnished 
at no expense to the school district, the policy should be applied uni- 
formly. There are numerous leases throughout the country based on 
economic rental value of the property. Several of these require no 
monetary oe because maintenance, protection, repair, and res- 
toration of the premises is equal to or greater than the rental value. 
On the other hand, there are 19 Department of the Army leases for 
public school use requiring monetary payments based on appraised 
value. The Department of the Army is therefore opposed to H.R. 
2449 since it would provide relief for one school district alone. 

While the only legal requirement under 10 U.S.C. 2667 is that 
rentals by “adequate,” the Secretaries of the military departments 
know of no more equitable standard by which to measure the ade- 
quacy of consideration than equating it to the appraised market 
value. It is also submitted that in the absence of clear statutory 
authority to the contrary an administrative agency should obtain 
the fair market value for the use of Government-owned facilities. 

Enactment of this measure will have no effect on the budgetary 
requirements of the Department of Defense. However, it would 
cause a loss of $11,000 a year income that would otherwise be credited 
to miscellaneous receipts during the period of the existing lease which 
is in effect until June 30, 1963. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that it has no objection to the 
submission of this report. 

Sincerely yours, 
Wiser M. Brucker, 
O Secretary of the Army. 
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Mr. Jackson, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H.R, 2247] 











The Committee on Armed Services, to whom was referred the bill 
(H.R. 2247) to authorize the conveyance of certain real property of 
the United States to the county of Sacramento, Calif., having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


PURPOSE OF THE BILL 












The purpose of the bill is to direct the Secretary of the Air Force to 
convey to the county of Sacramento, Calif., without monetary con- 
sideration, all right, title, and interest to approximately 4.744 acres of 
lands and improvements, and to grant a perpetual easement to the 
county of certain other property. The total land involved approxi- 
mates 6 acres. 

BACKGROUND OF THE BILL 













The property to be conveyed consists of land and improvements 
known as the Camp Kohler sewage treatment plant. This sewage 
treatment plant was constructed by the U.S. Government during 
World War II at an initial investment of $128,770, and there have 
been no capital improvements made on the part of the Government 
since that time. It was leased to the county of Sacramento, Calif., 
for a 5-year period commencing December 12, 1950, which lease was 
renewed in 1955. According to the Department of the Air Force, the 
terms of the lease call for a nominal fee of $1 per year. 

The county of Sacramento improved the capacity of the sewage 
treatment plant at an estimated cost of $485,000, and, it is understood, 
lans to expend an additional $60,000 for repairs and modifications. 

he county now processes without charge approximately 32,000 
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allons of sewage effluent and waste water per day for two Government 
facilities, the laundry and communications building at the McClellan 
Air Force Base. ‘The sewage plant also services public schools, com- 
mercial establishments, and private homes in a growing civilian 
community. 
CONSIDERATION TO THE UNITED STATES 


Although the property which is the subject of this measure would 
be conveyed without monetary consideration, the bill requires that the 
conveyance will be subject to the condition that the county of Sacra- 
mento shall process without charge to the United States all sewage 
and waste water from the McClellan Air Force Base laundry and 
communications building. These structures are located on what is 
called the Camp Kohler Annex. This responsibility for treatment 
will continue so long as the buildings to be served remain the property 
of the United States. In addition, the agreement will specify any 
requirement for service to be provided by the county in the event 
additional Federal facilities are involved at Camp Kohler proper. 

If the conditions set out above relating to sewage and water treat- 
ment are not fulfilled, all right, title, and interest to such property 
will revert to the United States. 


FISCAL DATA 
This measure will not involve the expenditure of any Federal funds. 
DEPARTMENT DATA 


The Secretary of the Air Force has no objection to the enactment of 
this measure as set out below in the Department letter which is made a 


os of this report. The letter also indicates that the Bureau of the 
3udget has no objection to the proposal. 


DepaRTMENT OF THE ArR Force, 
OrrFice OF THE SECRETARY, 
Washington, March 18, 1959. 
Hon. Cari VINson, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. CuarrMAn: Reference is made to your request for the 
views of the Department of Defense with respect to H.R. 2247, 86th 
Congress, a bill to authorize the conveyance of certain real property 
of the United States to the county of Sacramento, Calif. The Secre- 
tary of Defense has delegated to this Department the responsibility 
for expressing the views of the Department of Defense on this bill. 

H.R. 2247 pertains to the conveyance of the site of a sewage treat- 
ment plant at Camp Kohler Annex, an offbase facility of McClellan 
Air Force Base, Calif. It authorizes and directs the Secretary of the 
Air Force to convey to the county of Sacramento, Calif., without 
monetary consideration, all right, title, and interest to approximately 
4.744 acres of land and improvements, as described therein, and to 
grant a perpetual easement to said county (for disposal of sewage 
effluent and waste water) in, over, and across certain described prop- 
erty of 25 feet in width, as described therein, total conveyance by 
fee and easement consisting of approximately 6.018 acres. H.R. 2247 
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further provides that the conveyance authorized by the act shall be 
subject to the condition that the county of Sacramento shall process 
without charge to the United States all sewage and waste water from 
the McClellan Air Force Base laundry and communications build- 
ings (located on Camp Kohler Annex) for so long as such buildings 
remain the property of the United States, with reversionary right if 
such condition is not fulfilled. 

The sewage treatment plant was constructed by the U.S. Govern- 
ment during World War II at an initial investment of $128,770. It 
was leased to the county of Sacramento, Calif., for 5 years commencing 
December 12, 1950, which lease was renewed in 1955. The county 
of Sacramento improved the capacity of the sewage treatment plant 
at an estimated cost of $485,000, and, it is understood, plans to 
expend an additional $60,000 for repairs and modifications. The 
county now processes without charge approximately 32,000 gallons 
of sewage effluent and waste water per day for two Government 
facilities, the laundry and communications buildings. The sewage 
plant also services public schools, commercial establishments, and 
private homes in a growing civilian community. 

The proposed legislation would convey property of the United 
States without monetary consideration other than providing the 
service without cost it now furnishes to the laundry and communica- 
tions buildings. 

The Department of Defense interposes no objection to the proposed 
legislation subject to certain amendments. In view of a continuous 
requirement for the services rendered and possible unforeseen require- 
ments, the following amendments are recommended: 

1. Delete section 3 of the proposed legislation and insert in place 
thereof the following: 

“Sec. 3. The conveyance authorized by this Act shall be subject to 
the negotiation of an agreement between the county of Sacramento 
and the Secretary of the Air Force, or his designee, providing for the 
county to process without charge, all sewage and waste water from the 
¥{eClellan Air Force Base laundry, and the McClellan Communica- 
tions Building so long as such facilities remain the property of the 
United States. In addition, the agreement will specify any require- 
ments for service to be provided by the county in event additional 
Federal facilities are involved at Camp Kohler proper. If such 
conditions are not fulfilled, all right, title, and interest in and to such 
property shall revert to the United States which shall have an im- 
mediate right of entry thereon.” 

2. Add section 4 to the proposed legislation as follows: 

“Sec. 4. The Secretary of the Air Force or his designee may also 
include in the conveyence authorized under this Act such other terms 
and conditions as he considers to be in the public interest.” 

Enacitment of this legislation, with the reeommended amendments, 
would currently involve no additional expenditure by the Government. 
_ ‘This report hes been coordinated within the Department of Defense 
in eeccordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 





Lyte S. GaARLock, 
Assistant Secretary of the Air Force. 
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SEPTEMBER 3 (legislative day, Auaust 31), 1959.—Ordered to be printed 


Mr. Jackson, from the Committee on Armed Services, submitted the 
following 


REPORT 


(To accompany H.R. 8315] 














The Committee on Armed Services, to whom was referred the bill 
(H.R. 8315) to authorize the Secretary of the Army to lease a portion 
of Fort Crowder, Mo., to Stella Reorganized Schools R-I, Missouri, 
having considered the same, report favorably thereon with an amend- 
ment, and recommend that the bill as amended do pass. 

The amendment is as follows: 

On page 1, line 4, delete the words “five-year” and insert in lieu 
thereof ‘‘two-year’’. 


EXPLANATION OF THE AMENDMENT 






The purpose of this amendment is to limit the term of the lease in 
matters of this type to a period of 2 vears. There is presently pending 
before the Congress general legislation pertaining to this subject, 
which should be resolved within the time allowed. Likewise, in this 
particular case, it is understood that the school district is in the 
process of erecting a new school building and that the Army premises 
will not be required after this building has been completed. 










PURPOSE OF THE BILL 






The purpose of this bill is to authorize and direct the Secretary of 
the Army to lease without monetary consideration for a period of 2 
years space now occupied by the Stella Reorganized Schools R-I, 
State of Missouri, at Fort Crowder, Mo. 
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BACKGROUND OF THE BILL 


A country school at Stella, Mo., burned down in the recent past. 
This created a serious emergency situation with respect to the educa- 
tion of the children in that area. Under the existing requirements of 
the Department of Defense, fair market rental must be paid for prop- 
erty which is leased to any one outside the Government. In the case 
of the instant property, there was also a requirement that custodial 
service be maintained on a 24-hour basis. The particular building is 
a former officers quarters which does not appear to be leasable for any 
commercial use. Rental required by the Army is $6,200 a year in 
addition to all repairs and maintenance. ‘This is far beyond the 
capacity of the school district to pay and it is faced, therefore, with a 
situation which can be simply stated as follows: The school district 
must pay the rental set by the Department of the Army (which is 
undoubtedly the fair market rental) or to be without facilities in which 
to carry out its responsibilities to educate the children in this locality. 

The committee understands that the school district is in the process 
of erecting a new school building and that the Army premises will not 
be required after this building has been completed. ‘The lease will 
then be canceled, and the school district will vacate the premises after 
having complied with all of the conditions set out in the bill and 
described below in this report under the heading of “Conditions and 
Restrictions in Bill.” 

Property involved 

The building space and the land area involved are not for the time 
being required for any military purpose. ‘There is, however, a mobili- 
zation requirement for this installation. While it is necessary to 
retain the right to use the facilities at Fort Crowder in the event of 
need during an emergency, the installation is at the present time, 
and will be for the foreseeable future, inactive and available for use 
by the civilian economy. 


CONDITIONS AND RESTRICTIONS IN BILL 


The committee wishes to point out that although the school district 
may occupy the premises without payment of rental, the bill provides 
(1) that the property shall be used for the operation and maintenance 
of a public school only; (2) in the event the property is not used for 
public school purposes, the lease shall immediately terminate and title 
to all improvements made by the school shall vest in the United States 
without compensation; (3) the school district must at all times keep 
the premises in good repair; (4) use of the premises shall be subject to 
regulations by the commanding officer of the installation and shall in 
no way interfere with operations of the United States; (5) no change 
can be made in the building or grounds without the prior consent of 
the district engineer, Corps of Engineers; (6) no claim can be made 
against the United States by the school district for damage to its 
property on the premises; (7) the school district must protect the 
United States against any claim for personal injury or property damage 
resulting from use of the premises; (8) the lease will be revocable at 
will by the Secretary of the Army; and (9) the school district must 00 
or before expiration or earlier termination of the lease vacate the 
premises, remove all its property, and restore the premises to a con- 
dition satisfactory to the district engineer, Corps of Engineers. 
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COMMITTEE CONCLUSIONS 





It is the view of the Armed Services Committee that there is no 
better use to which a vacant, unleasable military structure could 
be put than for school purposes. In the instant case, this is partic- 
ularly true in view of the emergency situation created by a fire which 
destroyed the existing school. 

The committee feels, however, that the terms of such leases should 
be limited to a period of 2 years in order to encourage the local school 
districts to provide permanent facilities at the earliest practicable 
time. 


FISCAL DATA 








Enactment into law of this measure will not involve the expenditure 
of any Federal funds. 





DEPARTMENTAL POSITION 





The position of the Department of the Army, on behalf of the De- 
partment of Defense, and the position of the Bureau of the Budget 
with respect to this measure is not known to the committee. There 
is set out below, however, a report furnished in connection with H.R. 
2449, a bill identical in its provisions (except with respect to the 
property involved). It can be assumed that the position of the 
Department of the Army and the Bureau of the Budget would be 
the same with respect to this bill. 

Generally speaking, the Army’s position is one of opposition to this 
type of bill. ‘Testimony before the House committee revealed that 
the Department of Defense would not oppose general legislation to 
rovide ‘‘for no payments by any school district” and urges that such 
legislation as is passed be uniform and not on a “selective basis.” 































DEPARTMENT OF THE ARMY, 
Washington, D.C., May 8, 1959. 
Hon. Cart VINSON, 

Chairman, Committee on Armed Services, 

House of Representatives. 


Dear Mr. Cuatrman: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to H.R. 2449, 86th Congress, a bill to authorize the Secretary 
of the Army to lease a portion of Twin Cities Arsenal, Minn., to 
Independent School District No. 16, Minnesota. The Secretary of 
Defense has delegated to the Department of the Army the responsi- 
bility for expressing the views of the Department of Defense thereon. 

The purpose of the above-mentioned bill is to authorize and direct 
the Secretary of the Army to lease, without monetary consideration, 
a part of Twin Cities Arsenal, Minneapolis, Minn., by Independent 
School District No. 16, State of Minnesota (Spring Lake Park School 
District) and terminate an existing lease under which the school 
district is obligated to pay $916.67 per month. H.R. 2449, except for 
its exemption of rental payments, contains the essential terms and 
conditions upon which the Department of the Army and the school 
district have agreed in the existing lease. 

The Department of the Army, on behalf of the Department of 
Defense, is opposed to the enactment of the above-mentioned bill. 


SVVUG o9 S. Rept., 86-1, vol. 6 14 





LEASE PROPERTY IN MISSOURI FOR SCHOOL PURPOSES 


The building space and the land area involved are not for the time 
being required for any military purpose. However, there is a mobili- 
zation requirement for the productive capacity of the arsenal, which 
is in Ramsey County, 10 miles from central Minneapolis, and was 
developed at a cost of over $50 million for the manufacture of small 
arms and artillery ammunition. While it is therefore necessary to 
retain the right to use all the facilities on short notice in the event 
of need therefor during an emergency, the entire plant has been made 
available for interim use by the civilian economy. 

The Secretary of a military department is authorized by title 10, 
United States Code, section 2667, to lease property when not needed for 
public use upon such terms as he considers will promote the national 
defense or be in the public interest. The section authorizes mainte- 
nance, protection, repair, or restoration to be accepted as part or all 
of the consideration. The Department of the Army has continuously 
regarded this section as not changing in any way the requirement that 
it must obtain an adequate consideration for the use of its property for 
a non-Federal purpose. 

The Director, Bureau of the Budget, in Bulletin No. 58-3 dated 
November 13, 1957, advised the heads of all executive departments 
and establishments that the President had approved recommendations 
made to him concerning the adoption of an equitable and uniform 
Governmentwide policy concerning charges to be made for certain 
Government services or property. One of the recommendations, in 
pertinent part, established the general policy that “fair market value 
should be realized from the sale or use of federally owned resources 
or property.”’ The Assistant Secretary of Defense for Properties and 
Installations, in order to assure uniformity in real property manage- 
ment, has directed the three military departments to follow this policy 
whenever property is made available for use under general legislation. 

Independent School District No. 16 applied in December 1957 for 
rental of space in the Administration Building at the Twin Cities 
Arsenal for “classroom instruction, recreation, and cafeteria” use. 
Since the Administration Building, constructed at a cost of $854,000, 
was easily accessible from a public highway and readily adapted to 
this purpose, the Department of the Army agreed, after circularizing 
possible requirements of other school districts in the area. 

Consistent with the policy approved by the President, and since 
the Department of the Army has adopted the appraisal procedure as 
the standard by which to measure the adequacy of consideration, an 
appraisal was made by the U.S. Army District Engineer Office at 
St. Paul, Minn. This indicated a market rental value of $12,000 per 
annum for use of approximately 60,000 square feet of floor space and 
6 acres of adjacent land. On May 20, 1958, a lease was executed pro- 
viding for rental at the appraised market value less $1,000 estimated 
for maintenance that would normally be performed by a landlord but 
which the Government would not accomplish. Since there was no 
other consideration flowing to the United States, no other deduction 
could be made from the money rental. 

The lease, for a term of 5 years beginning July 1, 1958, is revocable 
at will by the Secretary of the Army and reserves to the United States 
certain portions of the building including the entire hospital wing. 
The school district also agreed to install additional fencing and, 4s 
indicated above, maintain the property and restore it to its original 
condition. The Government under the lease is not under any obliga- 
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tion to furnish utilities or services, which the school district has been 
obtaining separately. 

Between the signing of the lease and its effective date, the school 
district advised the Department of the Army of its “inability” to pay 
the contract rental. Because it mistakenly believed that other schools 
in similar circumstances were given space without charge, it asked 
that use of the = at Twin Cities Arsenal be made available 

“at a nominal or no cost” basis. School district No. 16 concluded 
that the most it ‘‘could = consistent with its budget is $2,500 per 
annum.” At the same time the school district submitted evidence 
that maintenance, protection, repair, and restoration of the leased 
property would average $2,480 per annum instead of the $1,000 pre- 
viously estimated and “deducted from the rental value. However, the 
Secretary of the Army is without authority to modify the lease con- 
tract solely to reduce the rental from $916.67 per month to $793.33 
per month, even if it is demonstrated that all the expense could have 
been appropriately deducted in the first instance. While the school 
district could terminate the lease and then seek a new one, it chose 
not to do so. 

The Secretary of the Army is sympathetic to the position which 
many school districts, including Minnesota’s Independent School 
District No. 16, find themselves during this period of suburban expan- 
sion. Although it is in the public interest to have school facilities 
provided when needed, the extent of Federal responsibility therefor 
is a Matter currently under consideration by Congress. If it is deter- 
mined that available space at military installations should be fur- 
nished at no expense to the school district, the policy should be applied 
uniformly. ‘There are numerous leases throughout the country based 
on economic rental value of the property. Several of these require 
no monetary payment because maintenance, protection, repair, and 
restoration of the premises is equal to or greater than the rental value. 
On the other hand, there are 19 Department of the Army leases for 
public school use requiring monetary payments based on appraised 
value. The Department of the Army is therefore opposed to H.R. 
2449 since it would provide relief for one school district alone. 

While the only legal requirement under 10 U.S.C. 2667 is that 
rentals be ‘‘adequate,” the Secretaries of the military departments 
know of no more equitable standard by which to measure the ade- 
quacy of consideration than equating it to the appraised market 
value. It is also submitted that, in the absence of clear statutory 
authority to the contrary, an administrative agency should obtain 
the fair market value for the use of Government-owned facilities. 

Enactment of this measure will have no effect on the budgetary 
requirements of the Department of Defense. However, it would 
cause a loss of $11,000 a year income that would otherwise be credited 
to miscellaneous receipts during the period of the existing lease which 
is in effect until June 30, 1963. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that it has no objection to the 
submission of this report. 

Sincerely yours, 
Witser M. Brucker, 
Secretary of the Army. 
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AUTHORIZING THE DISPOSAL FROM THE NATIONAL 
STOCKPILE OF DIAMONDS, PLATINUMS, AND ZIRCON 
CONCENTRATES 


SEPTEMBER 3 (legislative day, Aucust 31), 1959.—Ordered to be printed 


Mr. SymineTon, from the Committee on Armed Services, submitted 
the following 


REPORT 


{To accompany H. Con. Res. 166] 














The Committee on Armed Services, to whom was referred the 
resolution (H. Con. Res. 166) providing the express approval of the 
Congress under section 3(e) of the Strategic and Critical Materials 
Stock Piling Act, of the disposal of rough cuttable gem-quality 
diamonds, cut and polished gem-quality diamonds, osmium, rhodium, 
ruthenium, and zircon concentrates from the national stockpile, 
having considered the same report favorably thereon without amend- 
ment and recommend that the resolution do pass. 


PURPOSE OF THE RESOLUTION 









This resolution would grant congressional consent to the disposal 
from the national stockpile of (1) 47,049 carats of rough cuttable gem- 
quality diamonds and 8,412 carats of cut and polished gem-quality 
diamonds; (2) 27 troy ounces of osmium, 2,515 troy ounces of rhodium, 
and 51 troy ounces of ruthenium; and (3) 15,902 short tons of zircon 
concentrates. 


DISPOSAL FROM NATIONAL STOCKPILE OF DIAMONDS 


WHY CONGRESSIONAL ACTION IS NECESSARY 


The Strategic and Critical Materials Stock Piling Act, 50 U.S.C. 
98a(a), authorizes the Director of the Office of Civil and Defense 
Mobilization to determine quantities of strategic and critical materials 
that should be stockpiled, and to dispose of any materials no longer 
needed because of revised determinations of requirements. 

The act further provides that material in the stockpile may not be 
disposed of without the express approval of Congress except where the 
revised determination is by reason of obsolescence. The revised 
determination of stockpiling requirements that makes the items that 
are the subject of this resolution surplus is not by reason of obsoles- 
cerice; consequently, congressional approval is required for disposal. 


REASONS FOR REVISED DETERMINATIONS 


Gem diamonds.—These diamonds were acquired at a time when all 
types of diamonds were in extremely short supply. Most of the 
diamonds were acquired by transfer from other Government agencies 
and by court decrees transferring smuggled diamonds to the stockpile. 
Since the diamonds were acquired, stockpile requirements for indus- 
trial type diamonds have been met. The Office of Civil and Defense 
Mobilization has determined that there is no longer any need for 
stockpiling gem-quality diamonds. 

Osmium, rhodium, and ruthenium.—These three metals of the plat- 
inum group were placed on the list of strategic and critical materials 
for oo in 1944, but no objectives were established for these 
metals. 

Osmium and ruthenium are used as hardeners for platinum and 
palladium in electrical contacts in high-duty voltage regulators, 
relays, aircraft magnetos, and similar articles. Other osmium and 
ruthenium alloys are used for fountain-pen tips and phonograph 
needles. Rhodium alloyed with platinum is used in thermocouples, 
high-duty spark plug electrodes, and electrical resistors. Rhodium 
itself is used as a catalyst in chemical processes, for reflectors, and in 
electroplating jewelry, silverware, and industrial equipment for wear 
or corrosion resistance. 

No purchase of these metals was made by the General Services 
Administration, as acquisition was through transfer of Government- 
owned surpluses. The Office of Civil and Defense Mobilization has 
determined that the prospective available supplies of rhodium, 
ruthenium, and osmium will exceed anticipated emergency require- 
ments and that there is no longer any need to stockpile these metals. 

Zircon concentrates.—The two principal zircon concentrates were 
ape Sigg the list of strategic and critical materials for stockpiling 
in 1944. 

Prior to World War II, these ores were used principally to produce 
refractories, foundry sands, heating-resisting glass, and, to some extent, 
zirconium metal. Since the war, new uses have been found for 
zirconium metal in the atomic energy field and as a corrosion-resistant 
metal for the chemical process industry. There also is increased usage 
in refractories and molding sands. : 

Much of these ores was acquired by the General Services Adminis- 
tration through transfer of stocks held by other Government agencies. 
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The zircon stock was supplemented by additional purchases from 
Australia. 


VALUE AND ESTIMATED RECEIPTS FROM SALE 














Gem diamonds.—The cut and polished gem-quality diamonds have 
an appraised value of $1,098,481, and rt is estimated that they will be 
sold at or above this appraised value. 

The rough-cut diamonds have an appraised value of $1 million, and 
it is estimated that they will be sold at or above this appraised value. 

Osmium, rhodium, and ruthenium.—The following table shows the 
quantity of these metals proposed for disposal, the book value, and 
the estimate of the current market value. 





Quantity for disposal (troy ounces) 


Current GSA book Current market 


value value 
Material Quantity 





Unit 








Unit 





Total Total 
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Zircon concentrates.—The acquisition cost of the zircon concentrates 
was about $1,550,000. In 1958, the price of imported zircon was $46 
to $48 per long ton. Domestic zircon concentrate prices have been 
$56 to $62 per long ton. It appears that the sale of these concentrates 
will result in a return of approximately $800,000. 




























METHOD OF DISPOSAL AND MARKET IMPACT 
Gem diamonds.—The diamonds would be sold all at once by public 
. auction through the Bureau of Customs of the Treasury Department. 
. The General Services Administration estimates that there will be no 
. unfavorable impact on the U.S. market as the quantities and values of 
| the diamonds are insignificant in comparison with the amounts nor- 
s mally bought and sold in the United States. me 
t- _ Osmium, rhodium, and ruthenium.—Because of the small quantities 
s involved, the osmium and ruthenium would be sold in one offering on 
. an advertised bid basis. 
» The rhodium would be sold over a period of approximately 9 months, 
. with an offering of about 280 ounces per month on a competitive bid 
r basis. The monthly quantity of 280 ounces is about 19 percent of the 
ng average monthly domestic consumption of this metal. 

Zircon concentrates —The tonnage of the zircon concentrates pro- 
ce posed for disposal is equal to the domestic consumption for a period 


of about 5 months. The General Services Administration is of the 
View that if the entire tonnage were disposed of at one time, this 
action might create some hardship for domestic producers or importers. 
To protect against avoidable disruption of markets, the General Serv- 
les Administration would dispose of the zircon concentrates “when 


the market demand is good and in such amounts as the market could 
tbsorb readily.” 
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COST 


Approval of this resolution should result in the receipt of approxi- 
mately $3 million. 


DEPARTMENTAL RECOMMENDATION 


Printed below and hereby made a part of this report are letters 
from the Administrator of the General Services Administration, dated 
July 29, 1958, August 8, 1958, and March 6, 1959. 

These letters indicate that approval of the resolution is requested 
by the executive branch. 

JuLy 29, 1958. 
Hon. Cart VINSON, 
Chairman, Armed Services Committee, 
House of Representatives, Washington, D.C. 

Dear Mr. CuarrMan: Pursuant to the provisions of section 3(e) 
of the Strategic and Critical Materials Stock Piling Act (53 Stat. 811), 
as amended (50 U.S.C. 98b(e)), there is enclosed a notice of a proposed 
disposition of approximately 47,049 carats of rough cuttable gem- 
quality diamonds and approximately 8,412 carats of cut and polished 
gem-quality diamonds now held in the national stockpile. This notice 
is to be published in the Federal Register. 

The gem-quality diamonds to be disposed of were acquired prin- 
cipally through transfer to the stockpile pursuant to section 6(a) of 
the Strategic and Critical Materials Stock Piling Act at times when 
the stockpile objectives for industrial diamond stones had not been 
reached. The stockpile inventory of industrial diamond stones now 
meets the stockpile objectives and accordingly the Office of Defense 
Mobilization, prior to July 1, 1958, made a revised determination, 
pursuant to section 2(a) of the Strategic and Critical Materials Stock 
Piling Act, that there is no longer any need for stockpiling gem- 
quality diamonds. GSA was requested to take the necessary action 
to dispose of the stockpile inventory of such diamonds. 

Section 3(e) of the Strategic and Critical Materials Stock Piling 
Act provides that no material constituting a part of the stockpile may 
be disposed of without the express approval of the Congress, except 
where the revised determination is by reason of obsolescence of the 
material for use in time of war. Since the revised determination in 
this case was not by reason of obsolescence, we request that the 
Congress approve the proposed disposition. 

Sincerely yours, 
FRANKLIN FLoetse, Administrator. 


Aveust 8, 1958. 
Hon. Cari VINSON, 
Chairman, Armed Services Committee, 
House of Representatives, Washington, D.C. 

Dear Mr. CuairMan: Pursuant to the provisions of section 3(e) 
of the Strategic and Critical Materials Stock Piling Act, 53 Stat. 811, 
as amended, 50 U.S.C. 98b(e), there is enclosed a notice of a proposed 
disposition of approximately 27 troy ounces of osmium, 2,515 troy 
ounces of rhodium, and 51 troy ounces of ruthenium now held in the 
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national stockpile. 
Register. 

The Office of Defense Mobilization, prior to July 1, 1958, made a 
revised determination, pursuant to section 2(a) of the Strategic and 
Critical Materials Stock Piling Act, that there is no longer any need 
for stockpiling osmium, rhodium, and ruthenium and requested GSA 
to take action to dispose of the stockpile inventory described above. 
The revised determination was made for the reason that the estimated 
supply of osmium, rhodium, and ruthenium is adequate to meet any 
foreseeable emergency needs for such materials. 

Section 3(e) of the Strategic and Critical Materials Stock Piling 
Act provides that no material constituting a part of the stockpile may 
be disposed of without the express approval of the Congress, except 
where the revised determination is by reason of obsolescen ice of the 
material for use in time of war. Since the revised determination in 
this cazse was not by reason of obsolescence, we request that the 
Congress approve the proposed disposition. 

Sincerely yours, 


This notice is to be published in the Federal 


FRANKLIN FLOETE, Administrator. 


Marcu 6, 1959. 
Hon. Cart Vinson, 

Chairman, Armed Services Committee, 
House of Representatives, Washington, D.C. 


Dear Mr. CHarrMAN: Pursuant to the provisions of section 3(e) 
of the Strategie and Critical Materials Stock Piling Act, 53 Stat. 811, 
as amended, 50 U.S.C. 98b(e), there is enclosed a notice of a proposed 
disposition of approximately 15,902 short dry tons of zircon con- 

centrates now held in the national stockpile. This notice is to be 
published in the Federal Register. 

The Office of Defense Mobilization (one of the predecessor agencies 
of the Office of Civil and Defense Mobilization) made a revised deter- 
mination, pursuant to section 2(a) of the Strategic and Critical 
Materials Stock Piling Act, that there is no longer any need for stock- 
piling zircon and requested General Services Administration to take 
action to dispose of the stockpile inventory of such ore. The revised 
determination was made for the reason that the estimated supply of 
zircon is adequate to mect emergency requirements for such mat erial. 

Section 3(e) of the Strategic and Critical Materials Stock Piling 
Act provides that no material constituting a part of the stockpile 
may be disposed of without the express approval of Congress, except 
where the revised a ae is by reason of obsolescence of the 
material for use in ~— = Ww Since the revised determination in 
this case was not by reason of obsolescence, we request that the 
Congress approve the saneiaiile d disposition. 

Sincerely yours, 


FRANKLIN FLoete, Administrator. 


O 
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AMENDING SECTION 265 OF THE ARMED FORCES RESERVE ACT 
OF 1952 TO DEFINE THE TERM “A MEMBER OF A RESERVE COM- 
PONENT” SO AS TO INCLUDE A MEMBER OF THE ARMY OR AIR 
FORCE WITHOUT SPECIFICATION OF COMPONENT 


SEPTEMBER 3 (legislative day, AucusT 31), 1959.—Ordered to be printed 


Mr. Bartuiett, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H.R. 6269] 


The Committee on Armed Services, to whom was referred the bill 
(H.R. 6269) to amend section 265 of the Armed Forces Reserve Act 
of 1952 to define the term ‘“‘a member of a Reserve component” so as 
to include a member of the Army or Air Force without specification 
of component, having considered the same, reports favorably thereon 
without amendment and recommends that the bill do pass. 


PURPOSE 


This bill would amend the authorization for readjustment pay to 
reservists involuntarily released from active duty by extending eligi- 
bility for such payments to non-Regular members who are not members 
of Reserve components. 


EXPLANATION 


Public Law 676 of the 84th Congress authorized a lump-sum 
readjustment payment to reservists involuntarily released to inactive 
duty after having served on active duty for 5 years or more. One of 
the purposes of this authorization was to soften the financial impact 
resulting from involuntary transition to civilian life by non-Regular 
members of the Armed Forces. Readjustment payment under this 
law is computed by multiplying one-half of 1 month’s basic pay of 
the grade in which the member is serving at the time of release by the 
years of active duty performed. 

In concept this authorization should have applied to all non- 
Regular members of the Armed Forces. A redraft of the original 
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legislative proposal, however, established entitlement only for “g 
member of a Reserve component.” This qualifying language ex- 
cluded persons serving on active duty in a status described as “‘with- 
out specification of component,” a term that covers non-Regular 
service by persons who are not members of the Reserve or National 
Guard. 

Most of the persons excluded from readjustment payments under 
present law are warrant officers who served on active duty under ap- 
pointments in the Army of the United States. Since the reasons that 
supported readjustment pay for members of Reserve components 
involuntarily released to inactive duty are equally applicable to per- 
sons in this category of non-Regular service, the qualifying definition 
should be broadened to cover service “without specification of com- 
ponent.”’ 

The amendment proposed by this bill would be effective from July 
9, 1956, the effective date of the basic authority for readjustment pay. 
This retroactivity would permit readjustment payment to those per- 
sons involuntarily released since that date who were ineligible under 
the non-Regular service definition that was more restrictive than was 


intended. 
CcOsT 


The estimated retroactive cost of the bill is $937,000, an amount the 
Department of Defense anticipates can be absorbed within presently 
available appropriations for military pay and allowances. 

The future cost is impractical to predict, but the number of persons 
affected in the future is decreasing. Relatively few members of the 
Armed Forces on active duty are neither Regulars nor members of 
Reserve components. 


DEPARTMENTAL RECOMMENDATION 


Printed below and hereby made a part of this report is a letter from 
the Department of Defense dated March 26, 1959, indicating that this 
proposal is a part of the legislative program of the Department of 
Defense and that the Bureau of the Budget does not object to it. 


THe Secretary OF DErENsE, 
Washington, March 26, 1959. 
Hon. Ricuarp M. Nrxon, 
President of the Senate. 

Dear Mr. Presipent: There is forwarded herewith a draft of legis- 
lation to amend section 265 of the Armed Forces Reserve Act of 1952 
to define the term “‘a member of a Reserve component”’ so as to include 
a member of the Army or Air Force without specification of com- 
ponent. 

This proposal is a part of the Department of Defense legislative 
program for 1959, and the Bureau of the Budget has advised that it has 
no objection to the submission of this proposal for the consideration 
of the Congress. The Department of the Army has been designated 
as the representative of the Department of Defense for this legisla- 
tion. It is recommended that this proposal be enacted by the 
Congress. 
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Purpose of the legislation 


The purpose of the proposed legislation is to amend section 265(h) 
of the Armed Forces Reserve Act of 1952, as added by the act of July 
9, 1956 (70 Stat. 715; 50 U.S.C. 1016), so as to include service in the 
Army or Air Force without specification of component as qualifying 
service for the readjustment pay authorized by that section. Sec- 
tion 3 of the proposed legislation would make it effective from July 9, 
1956. 

Section 265 of the Armed Forces Reserve Act of 1952, supra, pro- 
vides that a member of a Reserve component who is involuntarily 
released after completing at least 5 years of continuous active duty 
is entitled to a lump-sum readjustment payment computed under that 
section. The Comptroller General has held that the 5 years of service 
required by that section “must be service as a member of a reserve 
component” (36 Comp. Gen. 129). 

Subsection (h) of that section now provides: 

“(h) For the purpose of this section, the term ‘involuntary release’ 
shall include release under conditions wherein a member of a reserve 
component, who has completed a tour of duty, volunteers for an 
additional tour of duty and the service concerned does not extend or 
accept the volunteer request of the member for the additional tour.” 

However, as originally proposed (H.R. 6725, 84th Cong.), subsection 
(h) reads as follows: 

“(h) For the purpose of this section, the terms (1) ‘Reserve officer’ 
shall include an officer or warrant officer of any reserve component of 
the United States and an officer or warrant of the Army or Air Force 
without specification of component; (2) ‘involuntary release’ shall 
include release under conditions wherein a Reserve officer, who has 
completed a tour of duty, volunteers for an additional tour of duty 
and the service concerned does not extend or accept the volunteer 
request of the officer for the additional tour.” 

During the House Armed Services Subcommittee hearings on H.R. 
6725, subsection (h) was amended to read in the language in which it 
was enacted because the term ‘Reserve officer,’’ which had been used 
in H.R. 6725, was deleted in the redraft of the bill made by that 
subcommittee and the term ‘member of a Reserve component”’ 
inserted in place thereof (hearings before House Armed Services 
Subcommittee No. 1 on H.R. 6725, 84th Cong., 2d sess., p. 7039 
(1956) ). 

Accordingly, the proposed amendment of section 365(h) of the 
Armed Forces Reserve Act of 1952 would make section 265 applicable 
to all of the members of the Army and the Air Force who were originally 
intended to be covered by its provisions. The fact that members of 
the Army and Air Force without specification of component are not 
how entitled to the readjustment pay authorized by the mentioned 
section has resulted, and will result, in inequitable treatment of mem- 
bers of the Armed Forces who must be involuntarily released from 
active duty. For instance, during the first phase of the current 
teduction-in-force program, 423 of the 580 warrant officers of the 
Army involuntarily released are ineligible for readjustment pay. All 
of these warrant officers have enough total service to qualify for that 
pay, but 120 of them do not have 5 years’ service in a Reserve com- 
ponent, and 303 are not members of a Reserve component. As there 
8 no apparent reason for denying readjustment pay to these 423 
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warrant officers and other members similarly situated on the sole 
ground that their service does not include 5 years in a Reserve com- 
ponent, while allowing it to those members with equal or lesser 
amounts of total service who happen to have been in a Reserve com- 
onent for 5 years, it is strongly recommended that the proposed 
egislation be enacted. 

As section 3 of the proposed legislation would make it effective from 
July 9, 1956, all members of a Reserve component or of the Army or 
Air Force without specification of component who are involuntarily 
released after July 9, 1956, and who are otherwise qualified, would be 
entitled to readjustment pay. 


Cost and budget data 


The approximate cost to the Department of the Army to provide 
readjustment pay to those Army warrant officers released since July 9, 
1956, who were not eligible to receive such pay, is estimated to be 
$937,000. It is anticipated that funds for this cost can be made 
available from military pay and allowance appropriations for fiscal 
year 1959. Since it cannot be determined definitely how many mem- 
bers of the Armed Forces will be involuntarily released in the future, 
or if that number could be ascertained, how many of those to be so 
released would be affected by this proposed legislation, it is not pos- 
sible to predict with any degree of accuracy the future cost to the 
Government. However, the number who might be affected in the 
future is decreasing by virtue of integration in the Regular component, 
service of the required years in a Reserve component, or eligibility for 
retirement under current law. 

Sincerely yours, 
Donatp A. QUARLES, 
Acting Secretary of Defense. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, there is herewith printed in parallel columns the 
text of provisions of existing law which would be repealed or amended 
by the various provisions of the bill: 


EXISTING LAW THE BILL 


ARMED Forces Reserve ACT oF 
1952 (as AMENDED) 


(50 U.S.C. 1016) 
* * . * * 


“Sec. 265. (a) A member of a 
reserve component who is involun- 
tarily released from active duty 
after the enactment of this section 
and after having completed im- 
mediately prior to such release at 
least five years of continuous 
active duty, except for breaks in 
service of not more than thirty 


Seer’ o mwas 26 
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EXISTING LAW THE BILL 


days, as either an officer, warrant 
officer, or enlisted person, is en- 
titled to a lump-sum readjustment 
payment computed on the basis of 
one-half of one month’s basic pay 
in the grade in which he is serv- 
ing at the time of release from 
active duty for each year of active 
service ending at the close of the 
eighteenth year. For the purposes 
of computing the amount of read- 
justment payment (1) a part of a 
year that is six months or more is 
counted as a whole year, and a 
part of a year that is less than six 
months is disregarded, and (2) any 
prior period for which severance 
pay has been received under any 
other provision of law shall be ex- 
cluded. There shall be deducted 
from any lump-sum readjustment 
payment any mustering-out pay 
received under the provisions of 
the Mustering-Out Payment Act 
of 1944 or the Veterans Readjust- 
ment Assistance Act of 1952. 

‘““(b) The following persons are 
not entitled to any payments 
under this section: 

“(1) A person who is released 
from active duty at his own 
request. 

““(2) A person who is released 
from active duty for training. 

“(3) Under regulations pre- 
scribed by the Secretary of De- 
fense, or by the Secretary of the 
Treasury with respect to mem- 
bers of the Coast Guard when the 
Coast Guard is not operating as a 
service in the Navy, a person who 
is released from active duty be- 
cause of moral or professional 
dereliction. 

‘*(4) A person who upon release 
from active duty is immediately 
eligible for retired pay, retirement 
pay, or retainer pay based en- 
tirely on his military service under 
any provision of law. 
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EXISTING LAW THE BILL 


(5) A person who upon release 
from active duty is immediately 
eligible for severance pay based on 
his military service under any 
other provision of law. However, 
such a person may elect to receive 
either readjustment pay under 
this section or severance pay, but 
not both. 

(6) A person who upon release 
from active duty is eligible for dis- 
ability compensation under laws 
administered by the Veterans’ Ad- 
ministration. However, such a 
person may elect to receive either 
readjustment pay under this sec- 
tion or disability compensation 
under laws administered by the 
Veterans’ Administration, but not 
both. Election of readjustment 
pay shall not deprive a person of 
any disability compensation to 
which he may become entitled, on 
the basis of subsequent service, 
under laws administered by the 
Veterans’ Administration. 

““(c) The acceptance of read- 
justment pay under this section 
shall not deprive a person of any 
retired pay, retirement pay, re- 
tainer pay, or other retirement 
benefits from the United States to 
which he would otherwise become 
entitled. 

“(d) Under regulations pre- 
scribed by the appropriate Secre- 
tary, which regulations shall be as 
uniform as practicable, a member 
of a reserve component who is on 
active duty and is within two 
years of qualifying for retired pay, 
retirement pay, or retainer pay 
under any purely military retire- 
ment system, shall not be invol- 
untarily separated from that duty 
before he qualifies for that pay 
unless his separation is approved 
by the appropriate Secretary. 

““(e) A member of a reserve 
component who on the effective 
date of this section is serving on 
active duty under an agreement 


















DEFINE THE TERM “A MEMBER OF A RESERVE COMPONENT” 7 


EXISTING LAW 





THE BILL 





authorized by section 235 of this 
Act, and who is involuntarily 
released from active duty before 
completing his agreed term of 
service, may elect, in lieu of 
separation payment under that 
section, to receive readjustment 
pay under this section. 
“(f) Any payments accruing to 
a person under this section shall 
be reduced by the amount of any 
payment previously received by 
that person under this section, 
unless he has already refunded the 
prior payment to the United 
States. If he has refunded the 
earlier payment, the period cov- 
ered by the earlier payment shall 
be considered as a period for which 
no payment has been made under 
this Act. 
“(o) A person who receives re- 
adjustment pay under this section 
is not entitled to mustering-out 
pay under the Mustering Out Pay- That section 265(h) of the Armed 
ment Act of 1944 or under the Forces Reserve Act of 1952 (50 
Veterans’ Readjustment Assist- U.S.C. 1016) is amended to read 
ance Act of 1952. as follows: 


“(h) For the purpose of this “(h) For the purpose of this 
section, the term ‘involuntary re- section— 


lease’ shall include release under (1) the term ‘a member of 
conditions wherein a member of a a reserve component’ shall in- 
reserve component, who has com- clude a member of the Army or 


pleted a tour of duty, volunteers Air Force without specification 

for an additional tour of duty and of component, and 

the service concerned does not “(2) the term ‘involuntary 

extend or accept the volunteer release’ shall include release 

request of the member for the under conditions wherein a 

additional tour.” member of a reserve component, 
who has completed a tour of 
duty, volunteers for an addi- 
tional tour of duty and the 
service concerned does not ex- 
tend or accept the volunteer 
request of the member for the 
additional tour.” 

Sec. 2. Payments authorized by 
this Act shall be made from ap- 
propriations currently available 
for military pay and allowances. 

Sec. 3. This Act is effective 
from July 9, 1956. 


O 
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IMPROVING ACTIVE DUTY PROMOTION OPPORTUNITY 
FOR CERTAIN AIR FORCE OFFICERS 


SepreMBeEr 3 (legislative day, Aucust 31), 1959.—Ordered to be printed 


Mr. Russeut, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H.R. 8189} 






The Committee on Armed Services, to whom was referred the bill 
(H.R. 8189) to improve the active duty promotion opportunity of 
Air Force officers from the grade of captain to the grade of major, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE 







The purpose of the proposed legislation is to authorize the Air Force 
until June 30, 1961, to exceed by 3,000 the number of officers who 
may serve on active duty in the grade of major. The number of 
3,000 would be in addition to the present statutory ceiling provided 
in the Officer Grade Limitation Act (sec. 8202, title 10, U.S.C.). 


NEED FOR LEGISLATION 









The effect of the legislation will be to provide an 80 percent oppor- 
tunity for promotion to major for all Air Force captains who complete 
by June 30, 1961, 14 years of active commissioned service. There 
will be within the period from the present until June 30, 1961, a total 
of 7,400 Air Force captains who will have completed 14 years of 
active commissioned service. Of this number 1,100 will be Regular 
officers and 6,300 Reserve officers. Without legislative relief, only 
2,900 vacancies for the grade of major can be anticipated during this 
period for the 7,400 officers. About 900 of the vacancies will be 
required for the 1,100 Regular captains. Under existing law Regular 
oficers in the grade of captain who complete 14 years of promotion 

{ service are guaranteed a minimum 80 percent promotion oppor- 
tunity at the completion of the 14-year point. There would remain 
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about 2,000 vacancies for about 6,300 Reserve captains who complete 
14 years of active commissioned service. This would amount to a 
31 percent promotion opportunity. With the additional 3,000 vacan- 
cies which would provide a combined total of 5,900, there would be 
an 80 percent promotion opportunity during the period until June 30, 
1961, for all Air Force captains, Regular and Reserve, who complete 
the 14 years of active commissioned service. 

The group who would chiefly benefit from the enactment of this 
bill, therefore, would be the Reserve officers. It should be empha- 
sized that at least 95 percent of the Reserve officers who would be 
promoted to the active duty grade of major already hold the Reserve 
rank of major as a result of promotion received under the Reserve 
Officer Personnel Act. Before June 30, 1961, the remaining 5 per- 
cent will have been considered and promoted to major in the Reserve. 


DISTRIBUTION OF OFFICERS INVOLVED 


Of the total of 7,400 Air Force captains completing the 14 years of 
active service, 4,000 are pilots, another 1,100 are rated but not pilots, 
and the remaining 2,300 are nonrated personnel. Of the 7,400 Air 
Force captains, 6,300 are Reserve officers. Of this latter figure 3,356 
are pilots, 929 are other rated officers, and 2,015 are nonrated. 

The Air Force estimates that approximately 37 percent of all the 
pilots involved, both Regular and Reserve, are presently assigned to 
the Strategic Air Command. Of the total 4,000 pilots involved, 75 
percent, or 3,000, are assigned to one of the several combat commands 
of the Air Force, including the Strategic Air Command. About 15 
percent of the 4,000 total are assigned as pilots to the Military Air 
Transport Service. The remainder are distributed throughout the 
other various Air Force activities. The rated personnel who are not 
pilots are assigned for the most part to the Strategic Air Command or 
the Military Air Transport Service. All of the 7,400 for the most 
part fulfill assignments of importance to the Air Force. 


CHANGE IN TEMPORARY PROMOTION SYSTEM TO THE GRADE OF MAJOR 


The additional vacancies authorized under this legislation will afford 
the Air Force an opportunity for revising administratively its present 
criteria for consideration to the grade of temporary major. Up until 
the present time officers have been placed in the zone for consideration 
for temporary major based upon the time in their current grade. 
The time-in-grade criteria was considered by the Air Force to be the 
only method whereby large numbers of Reserve officers could compete 
with Regular officers. 

With the enactment of this legislation the Air Force would there- 
after provide that consideration for promotion to temporary major 
will be based upon total active commissioned service rather than time 
in grade. This change for this grade would place the temporary 
promotion system on the same basis as the permanent systems for 
both Regular and Reserve officers. Moreover, it would place the 
Air Force system on a basis more comparable to the other services. 
The years-of-service criteria provides a method more consistent with 
the total career pattern of an officer especially with respect to the 
basis for elimination or retirement. 
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COMMITTEE POLICY 





In approving this legislation the committee would like to emphasize 
two points: 

(1) The approval of this bill should not be considered a precedent 
or imply a commitment by the committee for approval at a later date 
of additional numbers for the higher grades over and above those 
presently authorized by existing law. 

(2) The committee action should not be considered any commit- 
ment to increase the additional numbers in the grade of major for 
any period beyond June 30, 1961, the cutoff date for the authority 
of the bill. 


COST OF THE LEGISLATION 













The Department of Defense estimates that the additional cost 
involved in the enactment of this bill will be $852,000 for fiscal year 
1960 and $2,130,000 for fiscal year 1961. 


DEPARTMENTAL RECOMMENDATION 
















Printed below and hereby made a part of this report is a letter 
from the Deputy Secretary of Defense dated July 7, 1959, recom- 
mending this legislation. 
THe SECRETARY OF DEFENSE, 
Washington, D.C., July 7, 1959: 
Hon. Ricuarp M. Nrxon, 
President of the Senate. 

Dear Mr. Presipent: There is forwarded herewith a draft of 
proposed legislation to improve the active duty promotion oppor- 
tunity of Air Force officers from the grade of captain to the grade 
of major. 

This proposal is a part of the Department of Defense legislative 
program for 1959 and the Bureau of the Budget has advised that there 
would be no objection to the presentation of this proposal for the 
consideration of the Congress. The Department of the Air Force has 
been designated as the representative of the Department of Defense 
for this legislation. It is recommended that this proposal be enacted 
by the Congress. 








PURPOSE OF THE LEGISLATION 









The purpose of this legislation is to provide a reasonable and equi- 
table promotion opportunity for all active duty Air Force officers 
to the grade of major. Regular Air Force officers are guaranteed a 
minimum of 80 percent promotion opportunity to the grade of major 
by the completion of 14 years’ promotion list service. This is pre- 
scribed by section 8299 of title 10, United States Code (formerly the 
Officer Personnel Act of 1947). No such guarantee exists, however, 
for active duty Reserve officers. These officers may only be pro- 
moted on active duty within the grade limitations imposed by section 
8202 of title 10, United States Code (formerly the Officer Grade 
Limitation Act of 1954). 

By the end of fiscal year 1959, approximately 3,400 active duty 
Reserve captains will have completed 14 years of active commissioned 
service. ‘The great majority of these officers are highly qualified for 
promotion, yet they cannot be promoted to the grade of major within 
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the active duty grade limitations imposed by section 8202 of title 10, 
United States Code. In fiscal years 1960 and 1961, another 4,000 
captains will complete 14 years of active commissioned service and 
should, if qualified, be promoted to the grade of major. If these 
7,400 senior captains are to be afforded the minimum 80 percent 
promotion opportunity prescribed by law for Regular Air Force officers, 
<peemeneney 6,000 promotion vacancies will be required. Without 
legislative relief, only 2,500 to 3,000 promotion vacancies will be 
available to the grade of major during this 2-year period. 

Under existing lew, the Air Force must take one of the following 
courses of action with respect to these officers. 

a. Continue these senior Reserve officers on active duty in the grade of 
captain.—As long as the Air Force requires the active duty services 
of Reserve officers, it is morally obligated to allow them to compete 
equally with Regular officers for active duty promotion. This will 
not be possible under existing law. The requirement to continue a 
substantial number of Reserve officers on active duty for the fore- 
seeable future is self-evident. It is highly improbable that either the 
quantity or quality required could be retained if the grade of captain 
is the highest active duty grade to which they can reasonably aspire. 
Such a situation is incompatible with the great emphasis which has 
been placed on retention of young officers in the service by the Air 
Force, the Department of Defense, and the Congress. 

b. Create additional grade vacancies through the involuntary retirement 
of officers who have 20 years of active service.—This course of action 
would provide no immediate relief. At end fiscal year 1959, the 
Air Force will have less than 2,000 Reserve officers who are eligible 
for involuntary retirement. To pursue this course of action would 
require the Air Force to retire the majority of its senior Reserve offi- 
cers. In addition to the increased retirement cost inherent in this 
action, these qualified officers would have to be replaced on active 
duty at a substantial additional procurement and training cost. 

The only other course of action available to the Air Force isto 
request legislative relief from the active duty grade limitations con- 
tained in existing law. Under existing law and currently programed 
force structures, approximately 35 pereent of the commissioned officer 
strength of the Army, 37 percent of the commissioned officer strength 
of the Navy, and 31 percent of the commissioned officer strength of 
the Air Force is authorized to serve in the grades above O-3. Enact- 
ment of this legislation would authorize approximately 33 percent of 
the commissioned officer strength of the Air Force to serve in the 
grades above O-3. 

This is temporary legislation and will expire on June 30,1961. The 
differences in authorized grade distribution for the several services 
coupled with the changing grade requirements which have developed 
over the past several years makes necessary a complete reevaluation 
of existing grade authorizations. The Department of Defense will 
conduct this reevaluation and submit recommended changes by June 
30, 1961. 

Enactment of this temporary legislation is recommended as 82 
interim solution to an immediate Air Force problem. 
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COST AND BUDGET DATA 


It is estimated that the enactment of this proposed legislation would 
result in a total cost of $2,982,000. 


Fiscal year 1960 
Fiscal year 1961 2, 130, 000 


The fiscal year 1960 cost would be absorbed within the present Air 
Force fiscal year 1960 budget. 
Sincerely yours, 


Tomas S. Gatzs, Deputy. 


A BILL To improve the active duty promotion opportunity of Air Force officers 
from the grade of captain to the grade of major 


Be tt enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That during the period 
beginning on the date of enactment of this Act and ending at the close 
of June 30, 1961, any authorized strength prescribed for the grade of 
major by or under section 8202 of title 10, United States Code, may 
be exceeded by not more than 3,000. 


O 
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REVISION OF THE TRANSPORTATION OF EXPLOSIVES ACT 


SerreMBER 3 (legislative day, Aucusr 31), 1959.—Ordered_to be printed 


Mr. Maenuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany S. 1806} 







The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1806) to revise title 18, chapter 39, of the United 
States Code, entitled ‘Explosives and Combustibles,” having con- 
sidered the same, report favorably thereon with amendments and 
recommend that the bill do pass. 


I. INTRODUCTION 





The purpose of this bill is to revise and bring up to date the provi- 
sions of the Transportation of Explosives Act (18 U.S.C. 831-835). 
The bill would bring the transportation of radioactive materials and 
etiologic agents under the jurisdiction of the Interstate Commerce 
Commission and would extend the penalties for violations of the 
Transportation of Explosives Act, now applicable only to common 
carriers, to private and contract carriers. The bill is similar to S. 1491, 
85th Congress, which was passed by the Senate in 1957. Exhaustive 
m1 were held by the Surface Transportation Subcommittee on 
. 1491. 


II. PURPOSES OF THE BILL 














_ The Transportation of Explosives Act was enacted in 1908 and while 
it has served its purpose well, it now needs revision in many respects. 
There has been a tremendous increase in the transportation of danger- 
ous articles following the increase in the production of radioactive 
materials and etiologic agents. This act in its present form does 
not provide for regulations for the transportation of etiologic agents; 
neither does the act specifically cover radioactive materials. The 
Interstate Commerce Commission has prescribed regulations for such 
materials by classifying them as poisons. Etiologic agents such as 
live viruses, bacteria, and the like are not poisons, so there is some 
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question as to whether the Commission has the authority to prescribe 
regulations on such commodities. This bill would correct this situa- 
tion and would place the transportation of these articles squarely 
within the jurisdiction of the Commission. 

As justification for enactment of a bill which would promote safety 
in the transportation of explosives and dangerous articles, one has 
only to compare the change in traffic conditions since passage of the 
Transportation of Explosives Act. In 1900, or about the time this 
act was passed, there were only about 8,000 motor vehicle registrations 
within the United States. Today there are over 68 million such 
registrations. ‘The Institute of Makers of Explosives estimated that 
in 1957 about 612 million pounds of commercial explosives moved by 
motor vehicles in long-distance hauls from manufacturing plants. 

In its present form the Transportation of Explosives Act applies to 
common carriers only and violations of its provisions are subject to 
maximum penalties of $10,000 or 10 years imprisonment or both. On 
the other hand, the very same violations when committed by private 
or contract carriers are prosecuted under section 222(a) of the Inter- 
state Commerce Act which carries a maximum penalty of only $500. 
The bill would therefore remove this anomaly and would extend the 
provisions of the Explosives Act to include contract and private 
carriers. 

The dangers inherent in explosives and other dangerous articles 
transported in intrastate commerce are equally as great as when 
transported in interstate commerce. To meet this fact, the bill would 
extend the present provisions relating to packing, marking, and 
so forth, to shippers tendering such articles to interstate carriers 
irrespective of whether the shipments are destined for movement in 
interstate, intrastate, or foreign commerce, and to all shipments of 
dangerous articles including intrastate shipments handled on interstate 
vehicles or commingled with interstate traffic. The bill would further 
extend the provisions of this act to include all for-hire carriers of 
passengers by land, and the present exemption of specific quantities 
of various articles would be changed so as to authorize the Com- 
mission to prescribe the kind, amounts, and conditions under which 
such articles may be so transported. 

The bill would amend present provisions of the act relating to the 
marking of packages to include the tendering of such articles to any 
carrier by land or water and to any person carrying such articles upon 
any interstate carrier by land, including private as well as common 
and contract carriers. 

The Explosives Act prohibits the transportation of nitroglycerin 
or other like explosives by common carriers but there is no such pro- 
hibition against the transportation of such commodities by contract 
or private motor carriers. This bill would not restrict to any particular 
class of carriers or persons the transportation of these dangerous 
commodities or of radioactive materials or etiologic agents, but would 
strictly limit and regulate their transportation by providing that they 
shall not be transported except under such rules and regulations as 
the Commission shall prescribe. This restriction or limitation 18 
needed in view of the heavy traffic conditions and the increased volume 
of explosives being transported. 

Prosecution for violations of the Commission’s transportation of 
explosives regulations has been extremely difficult because of the 
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requirement in section 835 of the act that violators must have knowl- 
edge that they violated the Commission’s regulations. While the 
committee believes that every reasonable precaution should be taken 
to provide for punishing those violating a statute whose purpose is to 
promote safety, the creation of an absolute liability is deemed too 
stringent. These violations often do not arise from any affirmative 
intent but result more from neglect when the law requires care, or from 
inaction or indifference when the law imposes a duty to act (Boyce 
Motor Lines v. U.S. 342 U.S. 337). 

Whatever the intent of the violator, the potential danger to society 
remains the same whether the violation is brought about by haphazard 
indifference, careless conduct, or is prompted by an evil purpose. 
Certainly a person standing in responsible relation to a public danger 
should be charged with the knowledge if he is aware that certain rules 
and regulations exist for the furtherance of safety. A plea of ignorance 
of the terms of these regulations, if an awareness of the existence of 
the regulations exists, should not permit him to escape responsibility 
for failure to observe rules established to promote safety in the han- 
dling of dangerous articles. 

Your committee, therefore, rather than establishing absolute liability 
in this instance prefers to somewhat limit the liability by amending 
section 834(f) of the bill so as to provide that any person “being 
aware that the Interstate Commerce Commission has formulated reg- 
ulations for the safe transportation of explosives and other dangerous 
articles,”” who violates such regulations shall be subject to the pen- 
alties of fine or imprisonment as provided in the act. Thus, those 
who are in a position to be on notice that Interstate Commerce Com- 
mission regulations should be observed for the handling of explosives 
and other dangerous articles are made subject to penalties for failure 
to observe such regulations. 

This bill would include in the definition of “person” a partnership, 
thus bringing a partnership within the provisions of the Commission’s 
explosives regulations. This change is considered necessary because 
the Supreme Court has sustained a lower court’s holding that a part- 
nership is not a legal entity for the purposes of criminal liability under 
regulations of the Interstate Commerce Commission (U.S. v. Ameri- 
can Freightways Co., 352 U.S. 1020, decided March 4, 1957). 


Ill, AGENCY COMMENTS 


The Interstate Commerce Commission requested the introduction 
and enactment of this bill and has suggested a number of clarifyin 
changes designed to improve the proposed legislation, some of whic 
are based on informal suggestions made to it by representatives of 
carriers. 

Your committee is constrained to call attention to the failure of the 
executive branch of the Federal Government to make known its 
position on this important legislation. Requests for comments were 
mailed on April 29, 1959, by the committee to the executive agencies 
concerned. The committee is informed that the Bureau of the Budget 
has not seen fit as yet to give the agencies concerned clearance on 
expression of their views. Deca over 4 months have passed since 
requests for agency comments were made, your committee feels that 
it cannot delay further in reporting favorably on this essential legisla~ 
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tion. Amendments have been made, however, in the light of com- 
ments known to have been offered by the Atomic Energy Commission 
and the Department of Defense. 

Your committee believes that the complete exemption from the 
terms of the Explosives Act desired by the Department of Defense 
for itself and its ‘‘designees”’ is not in the public interest. The com- 
mittee deems sufficient the exemption provided for transportation of 
military forces with their accompanying munitions of war on passenger 
cars or vehicles, plus the exemptions discussed below for radioactive 
materials transported by, or under the direction of, the Atomic 
Energy Commission or the Department of Defense. 


Exemptions granted to Atomic Energy Commission and Department of 
Defense on radioactive materials 

In 1957 questions were raised by the Atomic Energy Commission 
and the Department of Defense as to how the national security could 
be guarded respecting shipments of radioactive materials. In order 
to overcome these objections section 832(c) of the bill would provide 
that shipments of radioactive materials made by or under the direction 
of either the Atomic Energy Commission or the Department of 
Defense, which are escorted by personnel specially designated by 
either of these agencies, are exempt from the requirements set forth 
in this measure. When such shipments are not so escorted by specially 
designated personnel, a certification upon the bill of lading that the 
shipment contains radioactive materials becomes conclusive as to 
content and no further description is required. This offers a means of 
guarding the national security insofar as it relates to the disclosure of 
the exact contents of a shipment. 


In order to further insure the protection of the national security 
insofar as radioactive materials are concerned, section 834(b) of the 
bill would require the Interstate Commerce Commission to advise 
and consult with the Atomic Energy Commission before adopting 
any regulations relating to radioactive materials. 


IV. CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill as 
amended are shown as follows (existing law proposed to ‘be omitted is 
enclosed in brackets; new matter is printed i in italics; existing law in 
which no change is proposed i is shown in roman): 
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Tue TRANSPORTATION OF Exptosives Act, CHapTerR 39, TiTLe 18, 
oF THE UnitTED States Cong, as AMENDED. (62 Stat. 738-739) 


CHAPTER 39.—EXPLOSIVES AND [comBustTIBLES J OTHER DANGEROUS 
ARTICLES 


c. 

831. Definitions. 

32. Transportation of [dynamite, powder and fuses.] explosives, radioactive 
materials, etiologic agents, and other dangerous articles. 

833. [Transportation of nitroglycerin.] Marking packages containing explosives. 


834. [ Marking packages containing explosives.] Regulations by Interstate Com- 
nierce ee ommission. 


35. [Regulatiors by Interstate Commerce Commission.] Administration. 
§831. Definitions 

As used in this chapter— 

Unless otherwise indicated, ‘carrier’? means any person engaged in 
the transportation of passengers or property, by land, other than pipe- 
lines, as @ common, contract, or private carrier, or freight forwarder, as 
those terms are used in the Interstate Commerce Act, as amended, and 
officers, agents, and employees of such carriers. 

“Person” means any individual, firm, copartnership, corporation, 
company, association, or joint- stock association, and includes any 
trustee, receiver, assignee, or personal representative thereof. 

“For-hire carrier” includes common and contract carriers. 

“Shipper” shall be construed to include officers, agents, and employees 
of shippers. 

“Interstate and foreign commerce” means commerce between a point 
in one State and a point in another State, between points in the same 
State through another State or through a foreign country, between points 
ina foreign country or countries through the United States, and commerce 
between a point in the United States and a point in a foreign country 
orin a Territory or possession of the United States, but only insofar as 
such commerce takes place in the United States. 

The term ‘United States’? means all the States and the District of 
Columbia. 

“State” includes the District of Columbia. 

‘“Detonating fuzes’’ means fuzes used in [naval or] military service 
to detonate the [high-] explosive [bursting] charges of military pro- 
jectiles, mines, bombs, or torpedoes. [; 

“Fuzes” means devices used in igniting the [bursting] explosive 
charges of projectiles. [;] 

c“ -rimers’”’? means devices used in igniting the propelling powder 
charges of ammunition ;] 

“Fuses” means the slow -burning fuses used commercially to convey 
fire to an explosive combustible mass. [slowly or without danger to 
the person lighting same ;] 

“Fusees’’? means the fusees ordinarily used on steamboats, [and] 
railroads and motor carriers as night signals. 
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“Radioactive materials” means any materials or combination of mate- 
rials that spontaneously emit ionizing radiation. 

“Etiologie agents” means the causative agents of such diseases as may 
from time to time be listed in regulations governing etiologic agents pre- 
scribed by the Interstate Commerce Commission under section 834 of this 
chapter. 


§ 832. Transportation of [dynamite, powder, and fuses] explosives, 
radioactive materials, etiologic agents, and other dangerous articles 
(a) Any person who [Whoever] knowingly transports, carries or 
conveys within the [limits of the jurisdiction of the] United States, 
any dangerous [high explosive] explosives, such as and including, 
dynamite, blasting caps, detonating fuzes, black powder, gunpowder, 
or other like explosive, or any radioactive materials, or etiologic agents, 
on or in any passenger car or passenger vehicle of any description 
operated in the transportation of passengers by [a common carrier] 
any for-hire carrier engaged in interstate or foreign commerce, [which 
car or vehicle is carrying passengers for hire, ] by land, shall be fined 
not more than $1,000 or imprisoned not more than one year, or both; 
and, if the death or bodily injury of any person results from a violation 
of this section, shall be fined not more oie $10,000 or imprisoned not 
more than ten years, or both[.]: Provided, however, That such explo- 
sives, radioactive materials, or etiologic agents may be transported on or 
in such car or vehicle whenever the Interstate Commerce Commission finds 
that an emergency requires an expedited movement, in which case such 
emergency movements shall be made subject to such regulations as the 
Commission may deem necessary or desirable in the public interest in each 
instance: Provided, further, That under this section it shall be lawful to 
transport on or in any such car or vehicle, small quantities of explosives, 
radioactive materials, etiologic agents, or other dangerous commodities of 
the kinds, in such amounts, and under such conditions as may be deter- 
mined by the Interstate Commerce Commission to involve no appreciable 
danger to persons or property: And provided further, That it shall be 
lawful to transport on or in any such car or vehicle such fusees, torpedoes, 
rockets, or other signal devices as may be essential to promote safety in the 
operation of any such car or vehicle on or in which transported. 
(However, under this section, it shall be lawful to transport on 
any such car or vehicle, smokeless powder, primers, fuses, not including 
detonating fuzes, fireworks or other similar explosives, and properly 
packed and marked samples of explosives for laboratory examination, 
not exceeding a net weight of one-half pound each, and not exceeding 
twenty samples at one time in a single car or vehicle; but such ex- 
losives shall not be carried in that part of a car or vehicle which is 
eing used for the transportation of passengers for hire. Also, it 
shall be lawful to transport on any such car or vehicle small-arms 
ammunition in any quantity, and such fusees, torpedoes, rockets, or 
other signal devices as may be essential to promote safety in opera- 
tion.] This section shall not prevent the transportation of military 
[Lor naval] forces with their accompanying munitions of war on pas- 
senger-equipment cars or vebicles. 
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[§ 833. Transportation of nitroglycerin} 

[Whoever knowingly transports, carries, or conveys within the 
jurisdiction of] 

(b) No person shall knowingly transport, carry, or convey within the 
United States, liquid nitroglycerin, fulminate in bulk in dry condition, 
or other [like explosive, ] similarly dangerous explosives, or radioactive 
materials, or etiologic agents, on or in any car or vehicle of any descrip- 
tion operations in the transportation of passengers or property by [land 
or water by a] any [common] carrier engaged in interstate or foreign 
commerce, by land, except under such rules and regulations as the Com- 
mission shall specifically prescribe with respect to the safe transportation 
of such commodities. The Commission shall from time to time determine 
and prescribe what explosives are “other similarly dangerous explosives’’, 
and may prescrik. the route or routes over which such explosives, radio- 
active materials, or etiologic agents shall be transported. Any person 
who violates this provision, or any regulation prescribed thereunder by 
the Interstate Commerce Commission, shall be fined not more than 
$1,000 or imprisoned not more than one year, or both; and, if the 
death or bodily injury of any person results from a violation of this 
section, shall be fined not more than $10,000 or imprisoned not more 
than ten years, or both. 

(c) Any shipment of radioactive materials made by or under the 
direction or supervision of the Atomic Energy Commission or the Depart- 
ment of Defense which rs escorted by personnel specially designated by 
or under the authority of the Atomic Energy Commission or the Depart- 
ment of Defense, as the case may be, for the purpose of national security, 
shall be exempt from the requirements of sections 831-835 of this chapter 
and the rules and regulations prescribed thereunder. In the case of any 
shipment of radioactive materials made by or under the direction or 
supervision of the Atomic Energy Commission or the Department of 
Defense, which is not so escorted by specially designated personnel, 
certification upon the bill of lading by or under the authority of the Atomic 
Energy Commission or the Department of Defense, as the case may be, 
that the shipment contains radioactive materials shall be conclusive as to 
content, and no further description shall be necessary or required; but 
each package, receptacle, or other container in such unescorted shipment 
shall on the outside thereof be plainly marked “radioactive materials”’ 
and shall not be opened for inspection by the carrier. 

[§ 834.] § 833. Marking packages containing explosives 

[Whoever] Any person who knowingly delivers to any [common] 
carrier engaged in interstate or foreign commerce by land or water, 
and any person who knowingly [or] carries on or in any car or vehicle 
of any description operated [by any common carrier engaged] in the 
transportation of passengers or property by any carrier engaged in inter- 
state or foreign commerce, by land, any explosive, or other dangerous 
article, specified in or designated by the Interstate Commerce Commission 
pursuant to section [832] 834 of this [title] chapter, under any false or 
deceptive marking, description, invoice, shipping order, or other 
declaration, or any person who so delivers any such article without 
informing [the agent of] such carrier in writing of the true character 
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thereof, at [or before] the time such delivery [or carriage] is made, 
or without plainly marking on the outside of every package containing 
explosives or other dangerous articles the contents thereof, if such 
marking is required by regulations prescribed by the Interstate Com- 
merce Commission, shall be fined not more than $1,000 or impris- 
oned not more than one year, or both; and, if the death or bodily 
injury of any person results from a violation of this section, shall be 
fined not more than $10,000 or imprisoned not more than ten years, 
or both. 


[§ 835.] § 834. Regulations by Interstate Commerce Commission 


(a) The Interstate Commerce Commission shall formulate regu- 
lations for the safe transportation within the [limits of the jurisdiction 
of the] United States of explosives and other dangerous articles, in- 
cluding radioactive materials, etiologic agents, flammable liquids, flam- 
mable solids, oxidizing materials, corrosive liquids, compressed gases, 
and poisonous substances, which shall be binding upon all [common] 
carriers engaged in interstate or foreign commerce which transport 
explosives or other dangerous articles by land, and upon all shippers 
making shipments of explosives or other dangerous articles via any 
[common] carrier engaged in interstate or foreign commerce by land 
or water. 

(b) The Commission, of its own motion, or upon application made 
by any interested party, may make changes or modifications in such 
regulations, made desirable by new information or altered conditions. 

Before adopting any regulations relating to radioactive materials the 
Interstate Commerce Commission shall advise and consult with the 
Atomic Energy Commission. 

(c) Such regulations shall be in accord with the best-known prac- 
ticable means for securing safety in transit, covering the packing, 
marking, loading, handling while in transit, and the precautions neces- 
sary to determine whether the material when offered is in proper con- 
dition to trausport. 

(d) Such regulations, as well as all changes or modifications thereof, 
shall, unless a shorter time is [authorized] specified by the Commis- 
sion, take effect ninety days after their formulation and publication 
by [said] the Commission and shall be in effect until reversed, set 
aside, or modified. 

(e) In the execution of sections 831-835 of this [title] chapter the 
[Interstate Commerce} Commission may utilize the services of carrier 
and shipper associations, [the Bureau for the Safe Transportation of 
Explosives and Other Dangerous Articles,] and may avail itself of 
the advice and assistance of any department, commission, or board 
of the Federal Government, and of State and local governments, but no 
official or employee of the United States shall receive any additional 
compensation for such service except as now permitted by law. 

(f) [Whoever knowingly] Any person who, being aware that the 
Interstate Commerce Commission has formulated regulations for the safe 
transportation of explosives and other dangerous articles, violates any 
such regulation shall be fined not more than $1,000 or imprisoned not 
more than one year, or both; and, if the death or bodily injury of 
any person results from such violation, shall be fined not more than 
$10,000 or imprisoned not more than ten years, or both. 
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§ 835. Administration 


(a) The Interstate Commerce Commission is authorized and directed 
to administer, execute, and enforce all provisions of sections 831-835, 
inclusive, of this chapter, to make all necessary orders in connection 
therewith, and to prescribe rules, regulations, and procedure for such 
administration, and to employ such officers and employees as may be 
necessary to carry out these functions; 

(b) The Commission is authorized to make such studies and conduct 
such investigations, obtain such information, and hold such hearings as 
it may deem necessary or proper to assist it in exercising any authority 
provided in sections 831-835, inclusive, of this chapter. For such 
purposes the Commission is authorized to administer oaths and affir- 
mations, and by subpoena to require any person to appear and testify, 
or to appear and produce documents, or both, at any designated place. 
No person shall be excused from complying with any requirement under 
this paragraph because of his privilege againsi self-incrimination, but 
the immunity provisions of the Compulsory Testimony Act of February 11, 
1893 (49 U.S.C. 46), shall apply with respect to any individual w ho 
specifically claims such privilege. Witnesses subpoenaed under this 
subsection shall be paid the same fees and mileage as are paid witnesses 
in the district at of the United States. 

(c) In administering and enforcing the provisions of sections 831-835, 
inclusive, of this chapter and the regulations prescribed thereunder the 
Commission shall have and exercise all the powers conferred upon it by 
the Interstate Commerce Act, including procedural, and investigative 
powers, and the power to examine and inspect records and properties of 
carriers engaged in transporting explosives and other dangerous articles 
in interstate or foreign commerce and the records and properties of 
shippers to the extent that such records and properties pertain to the 


packing and shipping of explosives and other dangerous articles and the 
nature of such commodities. 
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FEDERAL-AID HIGHWAY ACT OF 1959 


SEPTEMBER 4 (legislative day, AuGusT 31), 1959.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


together with 


MINORITY VIEWS 


[To accompany H.R. 8678] 


The Committee on Public Works, to whom was referred the bill 
(H.R. 8678) to amend the Federal-Aid Highway Acts of 1956 and 
1958 to make certain adjustments in the Federal-aid highway pro- 
gram, and for other purposes, for consideration as to title I, having 
considered the same, report favorably thereon with amendments, and 
recommend that the bill, as amended, do pass. 

The amendments are shown in the bill as reported in italics. 


PuRPOSE OF THE BILL 


The purpose of title 1 of H.R. 8678, as amended, is to permit con- 
tinuation of the Federal-aid highway program on a reasonably uniform 
but slightly reduced schedule, to prevent serious economic disadvan- 
tages which would result from a major cutback in the program, and to 
amend existing law in certain respects where believed necessary and 
essential in carrying the program forward. 

Title I of the bill, as amended contains the following provisions: 

(a) Cites the short title of the bill as the ‘‘Federal-Aid Highway 
Act of 1959.” 

(6) Amends section 108(b) of the Federal-Aid Highway Act of 1956, 
as amended, by decreasing the authorization for fiscal year 1961 from 
$2.5 billion to $2 billion. 

(c) Amends section 8 of the lederal-Aid Highway Act of 1958, as 
amended, by giving approval to the latest estimate of cost of complet- 
ing the Interstate System as the basis for making the apportionment 
to the States of the funds authorized for the Interstate System for 
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fiscal year 1962, which would normally be made during the calendar 
year 1960. 

(d) Increases the authorization for funds for parkways for the fiscal 
year ending June 30, 1960, by $2 million. 

Authorizes the Secretary of Commerce to make a study of the 

need for extension of the Interstate System to the States of Alaska and 

[awaii, and report his recommendations on the routes and mileages 
to the Congress. 

(f) Exempts segments of the Interstate System within present 
boundaries of incorporated municipalities, or where the land use is 
now established by State law as industrial or commercial, from the 
application of the national standards for control of outdoor adver- 
tising. 

(g) Provides for the use of emergency relief funds for the repair or 
reconstruction of forest highways, forest development roads and trails, 
park roads and trails, and Indian reservation roads, whether or not 
such highways, roads, or trails are on any Federal-aid highway 
system, with the Federal share of 100 percent payable on account of 
such work performed with emergency funds on such roads on the public 
domain. 

GENERAL STATEMENT 


The Federal-Aid Highway Act of 1956 authorized a new and en- 
lerged Federal-aid highway program of far-reaching consequences 
that, in its entirety, will be one of the gre at construction projects of 
all time. It continued the cooperative effort that has evolved during 
the life of the Federal-aid highway program begun in 1916, yet 
included many other provisions the effects of which are only beginning 
to be realized after about 3 years of operation. 

That act recognized the Federal responsibility for the early com- 
pletion of a National System of Interstate and Defense Highways, a 
41,000-mile system of highways of greatest importance to the Nation 
as a whole, by providing that the Federal Government pay 90 percent 
of the cost of this segment of our highway system. The act included 
authorization over a 13-year period, 1957 through 1969, of Federal 
funds totaling $25 billion, estimated at that time to be sufficient, with 
State matching funds, to complete the construction of the entire 
system as then designated. Financing provisions were included in 
the act to finance that program over the period from fiscal year 1957 
through 1972. 

The National System of Interstate and Defense Highways is a 
most important segment of the Nation’s highway system. Compris- 
ing about 1.5 percent of the highway mileage it carries about 20 
percent of the highway traffic. It connects, as directly as practicable, 
the principal metropolitan areas, cities, and industrial centers, serves 
the national defense, and connects with routes of continental impor- 
tance in Canada and Mexico. It will link together over 90 percent 
of the cities having populations in excess of 50,000, and connects 
most of the State capitals, as well as many smaller cities and towns. 
It will serve well ever half of the rural population of the United States. 

The 1956 act went beyond previous legislation in prescribing that 
design standards for the Interstate System should be adequate to 
accommodate the types and volumes of traffic forecast for the year 
1975, and by requiring controlled access as an important feature. It 
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also established a pay-as-you-go policy for financing the highway 
program, by establishment of a Federal highway trust fund into which 
certain receipts from Federal highway-user taxes are to be transferred. 
The act requires that certain specified highway-user revenues received 
by the Federal Government shall be expended only for highway 
purposes. 

In the 1956 act, the Congress departed from its normal practice of 
making biennial authorizations for Federal-aid highway expenditures 
in authorizing the 13-year program for the Interstate System. This 
action provided assurance to the States of the Federal determination 
to provide adequate funds to complete the system within a definite 
period of time, and assurance to the material and equipment industries, 
the highway contractors, and others associated with highway con- 
struction, that they should make their plans and gear their activities 
to completion of this huge program within the specified period of time. 

The Federal-Aid Highway Act of 1958 provided for a continuation 
of the Federal-aid highway program on an accelerated basis. It 
authorized additional funds for fiscal year 1959 for the regular Fed- 
eral-aid systems, to assist in combating a slight economic recession 
that was occurring at that time, and continued the program on those 
systems through 1960 and 1961 on an accelerated basis, as well as 
for certain of the road systems on the public domain. Recognizing 
the increase in the estimated cost of completing the National System 
of Interstate and Defense Highways, the 1958 act authorized addi- 
tional funds for that system for fiscal years 1959, 1960, and 1961, and 
provided for apportionment of the interstate funds for 1960 to the 
States on the basis of the estimated cost of completing the Interstate 
System in the various States. The act also authorized the apportion- 
ment of all Federal-aid highway funds authorized for the fiscal years 
1959 and 1960 without regard to the provisions of section 209(g) of 
the Highway Revenue Act of 1956, which limits apportionment of 
such funds to amounts available in the highway trust fund. 

In his budget message for fiscal year 1960, the President advised 
that he would recommend legislation to the Congress for a temporary 
increase of 1% cents per gallon in the Federal fuel tax to become 
effective July 1, 1959, and to remain in effect through the fiscal year 
1964. He estimated that without this tax increase, the highway trust 
fund would have a deficit of $241 million at the end of fiscal year 1960, 
$1,059 million at the end of fiscal year 1961, and $2,166 million at the 
end of fiscal year 1962. 

The Federal Highway Administrator recently advised the committee 
that the deficit for fiscal year 1960 will be about $500 million, and 
that without additional legislation the authorized sum of $2.5 billion 
for the Interstate System for fiscal year 1961, which would normally 
be made in July 1959, could not be apportioned, and that only $0.5 
billion of the $2.2 billion authorized for fiscal year 1962 could be ap- 
portioned in July 1960. 

These facts point up the crisis now facing the Federal-aid highway 
program, where additional legislation is necessary or the program will 
slow down to a marked degree. The program is well underway, the 
United States is committed and the States are committed. Fluctua- 
tions in an important program such as this are undesirable. Legisla- 
tive action that would have a severe impact on the program should 
be carefully considered, however, certain problems should be taken 
8. Rept. 902 
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care of at this time, to at least keep the highway program going on a 
slightly reduced schedule, and avoid any serious economic impact in 
the highway field at this time. 

The committee has therefore approved the provision of H.R. 8678, 
as passed by the House of Representatives, reducing the authorization 
for fiscal year 1961, from $2.5 billion to $2 billion. It is understood 
that present estimates indicate that the highway trust fund can only 
finance about $1.8 billion for fiscal year 1961, but that the full $2 
billion can be taken care of by a slight delay of only a few days in 
reimbursement of vouchers submitted. The committee believes that 
$2 billion is the absolute minimum for annual expenditures on the 
Interstate System, and the program should under no circumstances 
be reduced below that figure. 


APPORTIONMENTS 


The approximate apportionments of the Federal-aid highway funds, 
as authorized by the Federal-Aid Highway Act of 1958 and H.R. 
8678, are shown in the following tables: 
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Approximate apportionment of Federal-aid highway funds for fiscal year 1961 pur- 
suant to H.R. 8678 and Federal-Aid Highway Aci of 1958 


{In millions] 
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! Amounts shown are before deduction of any repayable advances utilized by the States pursuant to sec. 
%e) of the Federal-Aid Highway Act of 1958. 
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Approximate apportionment of Federal-aid highway funds for fiscal year 1962 
pursuant to H.R. 8678 and Federal-Aid Highway Act of 1958 


{In millions] 
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1 Amounts shown are before deduction of any repayable advances utilized by the States pursuant to 
sec. 2(e) of the Federal-Aid Highway Act of 1958. 


AMENDMENTS 


The committee recommends certain amendments to title I of H.R. 
8678. These amendments are shown in the bill as reported, and were 
adopted for the most part after receiving testimony from interested 
persons. These amendments are discussed in more detail in succeeding 
paragraphs. 

PARKWAYS 


The committee adopted an amendment to authorize an increase of 
$2 million in funds for parkways, which would be immediately avail- 
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able for contract authority. The purpose of the amendment is to 
prov ide funds to permit relocation of 11.4 miles of the Natchez Trace 

Parkway which would otherwise be flooded by a 22-mile-long lake now 
ie construction by the Pearl River Valley Water Supply District 
in Mississippi. The district is to supply $600,000 to assist in con- 
struction of a safe, permanent, and adequate highway, with controlled 
access, which would benefit both the U.S. Government and the local 
interests. The matter was presented to the Senate Committee on 
Appropriations, who commented on the merits and desirability of this 
relocation, but suggested the need for appropriate legislation. 


INTERSTATE 





SYSTEM IN ALASKA AND HAWAII 


Section 107 of the Federal-Aid Highway Act of 1956 extended the 
provisions of the Federal-aid highway program on the regular Federal- 
aid highway aca to Alaska. Prior to that time, Alaska was not 
included in the Federal-aid bighway program. For some time, 
Hawaii has been included in the Federal-aid highway program for the 
regular systems. Due to the importance of our new States to the 
national defense, the need for adequate highways for their develop- 
ment, and the fact that for years the Territories of Alaska and Hawaii 
paid the Federal gasoline taxes, and continue to pay such taxes, the 
committee believes it fair and equitable that the matter of extending 
the National System of Interstate and Defense Highway to the States 
of Alaska and Hawaii be considered. Accordingly, it has approved an 
amendment authorizing and directing the Secretary of Commerce to 
make a study of the needs for extension of the Interstate System to 
the States of Alaska and Hawaii, and report to Congress on routes 
and mileages that should be included in such system in those States, 
in order that an equitable distribution and proportion of the Interstate 
System, with the recommended increase, if any, of mileage properly 
alloted to those States when authorized. 


EXEMPTION FROM NATIONAL 
TO THE 






STANDARDS OF CERTAIN AREAS ADJACENT 
INTERSTATE SYSTEM 





Subsection 122(b) of the Federal-Aid Highway Act of 1958 permits 
the exclusion of certain segments of the Interstate System from ap- 
plication of the national standards for control of outdoor advertising, 
within the discretion of the Secretary of Commerce, upon application 
of the affected State. The Federal share of the cost of projects is not 
increased for any segment of the highway excluded from the applica- 
tion of such standards. 

The committee adopted an amendment to the existing law which 
would exclude from the application of the national policy relating to the 
control of advertising adjacent to the Interstate System those segments 
within the presently existing boundaries of incorporated municipalities 
Wherein the use of real property adjacent to the Interstate System is 
subject to municipal regulation or control, or which traverse other 
areas where the present land use is clearly established by State law as 
industrial or commercial. This would prevent payment of the in- 
creased Federal share of the costs of the projects within those areas 

This automatic exclusion from the national policy and standards 
would not apply to segments of the Interstate System included within 
Incorporated municipalities or urban areas as a result of future expan- 
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sion of municipal or urban area boundaries, or from future zoning of 
property adjacent to an interstate highway as commercial or industrial. 
This is believed necessary to protect the areas in the vicinity of inter- 
changes, where the present national standards attempt to restrict 
signs to necessary official signs only. 

The committee realizes this to be a controversial subject, but believes 
this amendment necessary to permit States and municipalities to con- 
trol the erection of advertising displays within their areas as they 
desire. This was the intention of the committee when the provisions 
for the control of outdoor advertising was originally adopted. 

The policy for the control of areas adjacent to the Interstate 
System was stated in the law to promote the safety, convenience, 
and enjoyment of public travel and the free flow of interstate com- 
merce and to protect the public investment in the Interstate System. 
It is understood that at the present time no State has entered into 
agreements with the Secretary of Commerce for the control of ad- 
vertising along the Interstate System, and that two States have 
amended their laws and are about ready to enter into agreements 
with the Secretary. 

EMERGENCY RELIEF 


Section 7 of the Federal-Aid Highway Act of 1952, as amended by 
section 118 of the Federal-Aid Highway Act of 1956, authorized the 
establishment of an emergency fund of $30 million for expenditure 
by the Secretary of Commerce, in accordance with the provisions 
of the Federal-aid highway laws, after receipt of an application 
from the highway department of any State, in the repair or recon- 
struction of highways and bridges on the Federal-aid highway systems, 
including the Interstate System, which he finds has suffered serious 
damage as a result of disaster over a wide area, such as by floods, 
hurricanes, tidal waves, earthquakes, landslides, or other catastrophes 
in any part of the United States. 

The existing law authorizes necessary appropriations for the 
establishment of the emergency fund and its replenishment on an 
annual basis as necessary. It also provides that no expenditures 
shall be made with respect to any such catastrophe in any State 
unless an emergency has been declared by the Governor of such 
State and concurred in by the Secretary of Commerce, and that 
the Federal share payable on account of any repair or reconstruction 
project provided for by funds made available under these emergency 
provisions shall not exceed 50 percent of the costs thereof. 

The committee proposes an amendment which would exempt forest 
highways, forest development roads and trails, park roads and trails, 
and Indian roads, from the necessity of an application therefor from 
State highway departments, and from the declaration of an emer- 

ency by the Governor of the State concurred in by the Secretary of 
ommerce. 


_ It authorizes the Secretary to expend these emergency funds either 
independently or in cooperation with any other branch of the Govern- 
ment, State agency, eeree or person for the repair or recon- 


struction of roads on Federal lands whether or not such roads are 
located on any of the Federal-aid highway systems, and permits the 
Federal share of the costs of such repairs or reconstruction of such 
projects to amount to 100 percent. 
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One of the major aftermaths to the earthquake in southwestern 
Montana has been the need for repairing and reconstructing highways 
and roads. It is estimated that this cost will approximate $6 million. 
These highways and roads in southwestern Montana and Yellowstone 
National Park that are in need of repair and reconstruction are all 
forest, park, or Indian roads and highways that were originally con- 
senesol entirely at Federal expense. Unfortunately, the matching 
formula of 50-50 in the emergency relief law applies to forest, park, 
and Indian roads, even dhonsh they were originally constructed with 
100 percent Federal funds. The committee believes it reasonable 
that repair and reconstruction of roads on the Federal domain dam- 
aged from any catastrophe should be prosecuted on a 100 percent 
Federal financing basis, which will not place an added burden on the 
program of either the States or any Federal agency. This amend- 


ment would apply to any situations similar to the recent earthquake 
in southwestern Montana. 


Discussion 


The committee is cognizant of the fact that the entire economy of 
the United States is largely dependent upon motor-vehicle transporta- 
tion. With an estimated motor-vehicle registration in 1959 exceeding 
70 million, an increase of over 3 percent since 1958, the necessity 
for providing an adequate system of highways to accommodate 
present traffic conditions is apparent. The Congress, by its actions in 
approving the Federal-Aid Highway Acts of 1956 and 1958, has met 
its responsibilities in attempting to correct the deficiencies in the 
present highway systems. 

Recognizing the importance of the highway systems to national 
defense and the economic development of our Nation, the committee 
has followed closely the progress and status of the highway program. 
It has been advised that on a nationwide basis the highway program 
is on schedule, although there is a lag in some States, while others are 
well advanced. A report on the progress of the highway program was 
submitted to the Congress by the Secretary of Commerce on January 
31, 1959, and is printed as House Document No. 74, 86th Congress, 
Ist session. 

The committee believes that H.R. 8678, as amended, will provide a 
solution to some of the urgent problems and maintain the Federal-aid 
highway program essentially on schedule for the next 2 years. The 
committee believes this to be essential and pressing legislation, and 
recommends its early enactment. 


ANALYSIS 
TITLE I. FEDERAL-AID HIGHWAY PROGRAM 
Section 101 


This section provides that the bill may be cited as the “Federal- 
Aid Highway Act of 1959.* 


Section 102 
The Federal-Aid Highway Act of 1956 authorized the appropriation 
of $2.2 billion for fiscal year 1961 for the Interstate System. The 


Federal-Aid Highway Act of 1958 increased that authorization to $2.5 
8. Rept. 902 








10 FEDERAL-AID HIGHWAY ACT OF 1959 





billion. Section 102 amends section 108(b) of the act of 1956, as 
amended, by decreasing the amount authorized for the Interstate 
System for fiscal year 1961 from $2.5 billion to $2 billion. 


Section 103 

This section amends section 8 of the Federal-Aid Highway Act of 
1958, as amended, by giving approval to the estimate of cost of com- 
pleting the Interstate System, transmitted to Congress in compliance 
with section 108(d) of the Federal- Aid Highway Act of 1956, published 
as House Document 300, 85th Congress, 2d session, as the basis for 
making the apportionment to the States during the calendar year 1960 
of the funds authorized for the Interstate System for the fiscal year 
1962. 

Section 8 of the Federal-Aid Highway Act of 1958, as amended by 
Public Law 899, 85th Congress, approved the estimate of cost of com- 
pleting the Interstate System as the basis for making the apportion- 
ment of funds authorized for the Interstate System for the fiscal years 
ending June 30, 1960, and June 30, 1961. The new estimate of the 
cost of completing the Interstate Svstem to be submitted to the Con- 
gress in January 1961 for use as the basis for apportioning funds for the 
Interstate System for fiscal years 1963, 1964, 1965, and 1966, will not 
be available in time to serve as a basis for apportionment during the 
calendar year 1960 for funds for fiscal year 1962. The estimate of cost 
which was submitted to the Congress in 1958, should, therefore, be 
approved in order to permit the apportionment of funds for the Inter- 
state System for fiscal year 1962 
Section 104 

Section 4(b) of the federal-Aid Highway Act of 1958 authorized 
the appropriation of $16 million for fiscal year 1960 for the construc- 
tion, reconstruction, and improvement of parkways. Section 6 of 
that act provided contract authorization for authorized parkway 
funds upon a date not earlier than | year preceding the becinning of 
the fiscal year for which authorized. 

Section 104 increases the authorization for funds for parkways for 
the fiscal vear ending June 30, 1960, by $2 million. 


Section 105 

Authorizes the Secretary of Commerce to make a study of the need 
for extension of the Interstate System to the States of Alaska and 
Hawaii, and report his recommendations on the routes and mileages 
to the Congress. 
Section 106 

Exempts segments of the Interstate System within present bound- 
aries of incorporated municipalities, or where the land use is now 


established by State law as industrial or commercial, from the appli- 
cation of the national standards for control of outdoor advertising. 


Section 107 

Provides for the use of emergency relief funds for the repair or 
reconstruction of forest highways, forest development roads and 
trails, park roads and trails, and Indian reservation roads. whether 
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or not such highways, roads, or trails are on any Federal-aid highway 
system, with the Federal share of 100 percent payable on account of 
such work performed with emergency funds on such roads on the 
public domain. 

CuHaNnGeEs IN Existine Law 


In compliance with subsection (4) of the rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill as reported 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets, new matter is printed in italic, existing law in 
which no change is proposed is shown in roman): 


SECTION 108(b) OF THE FEDERAL-AID HIGHWAY ACT OF 
1956, AS AMENDED 


SEC. 108. NATIONAL SYSTEM OF INTERSTATE AND DEFENSE HIGH- 
WAYS. 
* * * * * * = 


(b) AuTHORIZATION OF APPROPRIATIONS.—For the purpose of expe- 
diting the construction, reconstruc tion, or improvement, inclusive of 
necessary bridges and tunnels, of the Interstate System, including 
extensions thereof through urban areas, designated in accordance with 
the provisions of section 7 of the Federal-Aid Highway Act of 1944 
(58 Stat. 838), there is hereby authorized to be appropriated the 
additional sum of $1,000,000,000 for the fiscal year ending June 30, 
1957, which sum shall be in addition to the authorization heretofore 
made for that year, the additional sum of $1,700,000,000 for the fiscal 
year ending June 30, 1958, the additional sum of $2,200,000,000 for 
the fiscal year ending June 30, 1959, the additional sum of $2,500,- 
000,000 for the fiscal year ending June 30, 1960, the additional sum 
of [$2,500,000,000] $2,000,000,000 for the fiscal year ending June 30, 
1961, the additional sum of $2,200,000,000 for the fiscal year ending 
June 30, 1962, the additional sum of $2,200,000,000 for the fiscal year 
ending June 30, 1963, the additional sum of $2,200,000,000 for the fiscal 
year ending June 30, 1964, the additional sum of $2,200,000,000 for the 
fiscal year ending June 30, 1965, the additional sum of $2,200,000,000 
for the fiscal year ending June 30, 1966, the additional sum of $2,200,- 
000,000 for the fiscal year ending June 30, 1967, the additional sum of 
$1,500,000,000 for the fiscal year ending June 30, 1968, and the addi- 
tional sum of $1,025,000,000 for the fiscal year ending June 30, 1969. 





SEC. 8. APPROVAL OF ESTIMATE OF COST OF COMPLETING THE 
INTERSTATE SYSTEM. 

The estimate of cost of completing the Interstate System in each 
State, transmitted to the Congress on January 7, 1958, by the Secretary 
of Commerce pursuant to the provisions of section 108(d) of the Act 
approved June 29, 1956 (70 Stat. 374), and published as House Docu- 
ment Numbered 300, Eighty-fifth Congress, second session, is hereby 
approved as the basis for making the apportionment of the funds 
authorized for the Interstate System for the fiscal years ending June 30, 

1960, June 30, 1961, and June 30, 1962. 
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(125. Emergency relief. 


[\n emergency fund is authorized for expenditure by the Secretary 
in accordance with the provisions of this section. The Secretary may 
expend funds therefrom, after receipt of an application therefor from 
a State highway department, for the repair or reconstruction of high- 
ways and bridges on the Federal-aid highway systems, including the 
Interstate System, in accordance with the provisions of this chapter 
which he shall find have suffered serious damage as the result of dis- 
aster over a wide area, such as by floods, hurricanes, tidal waves, earth- 
quakes, severe storms, landslides, or other catastrophes in any part 
of the United States. The appropriations of such moneys, not to 
exceed $30,000,000, as may be necessary for the initial establishment 
of this fund and for its replenishment on an annual basis is authorized. 
Pending such appropriation or replenishment, the Secretary may ex- 
pend from existing Federal-aid highway appropriations, such sums 
as may be necessary for the immediate prosecution of the work herein 
authorized, such existing appropriations to be reimbursed from the 
appropriation hereinabove authorized when made. No funds shall be 
expended under the provisions of this section with respect to any such 
catastrophe in any State unless an emergency has been declared by 
the Governor of such State and concurred in by the Secretary.] 


125. Emergency relief. 


(a) An emergency fund is authorized for expenditure by the Secretary, 
subject to the provisions of this section and section 120, for the repair or 
reconstruction of highways, roads, and trails which he shall find have 
suffered serious damage as the result of disaster over a wide area, such 
as by floods, hurricanes, tidal waves, earthquakes, severe storms, land- 
slides, or other catastrophe sinany part of the Linited States. The appro- 
priation of such moneys, not to exceed $30,000,000, as may be necessary 
for the initial establishment of this fund and for its replenishment on an 
annual basis is authorized. Pending such appropriation or replenish- 
ment the Secretary may expend from any funds heretofore or hereafter 
appropriated for expenditure in accordance with the provisions of this 
title, vncluding existing Federal-aid appropriations, such sums as may 
be necessary for the immediate proseculion of the work herein authorized, 
such appropriations to be reimbursed from the appropriations herein 
authorized when made. 

(6b) The Secretary may expend funds from the emergency fund herein 
authorized for the repair or reconstruction of highways on the Federal-aid 
highway systems, including the Interstate System, in accordance with 
the provisions of this oa Except as to highways, roads, and trails 
mentioned in subsection (c) of this section, no funds shall be so expended 
unless the Secretary has saad an application therefor from the State 
highway department, and unless an emergency has been declared by the 
Governor of the State and concurred in by the Secretary. 

(c) The Secretary may expend funds from the emergency fund herein 
authorized, either independently or in cooperation with any other branch 
of the Government, State agency, organization, or person, for the repair or 
reconstruction of forest highways, forest development roads and trails, 
park roads and trails, and Indian reservation roads, whether or not suc 
highways, roads, or trails are on any of the Federal-aid highway systems. 
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131. Areas adjacent to the Interstate System. 


(b) AGREEMENTS.—The Secretary of Commerce is authorized to 
enter into agreements with State highway departments (including 
such supplementary agreements as may be necessary) to carry out 
the national policy set forth in subsection (a) of this section with 
respect to the Interstate System within the State. Any such agree- 
ment shall include provisions for regulation and control of the erection 
and maintenance of advertising signs, displays, and other advertising 
devices in conformity with the standards established in accordance 
with subsection (a) and may include, among other things, provisions 
for preservation of natural beauty, prevention of erosion, landscaping, 
reforestation, development of viewpoints for scenic attractions that 
are accessible to the public without charge, and the erection of markers, 
signs, or plaques, and development of areas in appreciation of sites 
of historical significance. [Upon application of the State, any such 
agreement may, within the discretion of the Secretary of Commerce, 
consistent with the national policy, provide for excluding from appli- 
cation of the national standards segments of the Interstate System 
which traverse incorporated municipalities wherein the use of real 
property adjacent to the Interstate System is subject to municipal 
regulation or control, or which traverse other areas where the land 
use is clearly established by State law as industrial or commercial :] 
This section shall not apply to those segments of the Interstate System 
within the presently existing boundaries of incorporated municipalities 
wherein the use of real property adjacent to the Interstate System is subject 
to municipal regulation or control, or which traverse other areas where 
the land use, as of the date of approval of this Act, is clearly established 
by State law as industrial or commercial: Provided, however, That any 
such segment excluded from the application of such standards shall 
not be considered in computing the increase of the Federal share pay- 
able on account thereof. 


120. Federal share payable 


[(f) The Federal share payable on account of any repair or recon- 
struction provided for by funds made available under section 125 of 
this title shall not exceed 50 per centum of the cost thereof.] 

(f) The Federal share payable on account of any repair or reconstruc- 
tion provided for by funds made available under section 1265 of this title 
shall not exceed 50 per centum of the cost thereof, except that the Federal 
share payable on account of any repair or reconstruction of forest high- 
ways, forest development roads and trails, park roads and trails, and 
Indian reservation roads, may amount to 100 per centum of the cost 
thereof, whether or not such highways, roads or trails are on any Federal- 
ad highway system. Any project agreement for which the final voucher 
has not been approved by the Secretary on or before the date of this Act 
may be modified to provide for the Federal share authorized herein. 
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MINORITY VIEWS IN OPPOSITION TO SECTION 106 OF 
TITLE I OF H.R. 8678 


Section 106 of title I proposes to amend the present law (sec. 131, 
title 23, U.S.C., “Highways’’, par. b), which was enacted as a part 
of the Federal-Aid Highway Act of 1958, and which provides for 
negotiation of agreements between the States and the Secretary of 
Commerce relating to control of roadside advertising along highways 
of the Interstate System. 

The present law provides that the question of inclusion or exclusion 
of incorporated municipalities and State-zoned commercial and 
industrial land within the scope of the State-Federal cooperative 
agreement for roadside protection will be determined by the States, 
with the approval of the Secretary of Commerce, consistent with the 
national standards. 

The proposed amendment would, by statutory declaration, exclude 
highways within incorporated municipalities and State-zoned com- 
mercial and industria! lands from any application of those portions 
of the 1958 Federal-Aid Highway Act which provide for cooperative 
control of areas adjacent to the right-of-way of the Interstate System. 

The proposed amendment would destroy a carefully worked-out 
balance of Federal, State, and municipal relationships which, as now 
contained in the Federal-aid highway law, is eminently sound and 
absolutely essential 


STATE-MUNICIPAL RELATION SHOULD NOT BE DISTURBED 


The provisions of the Federal-Aid Highway Act of 1958 were drafted 
to offer the greatest possible measure of flexibility for the States in 
developing roadside protection programs that took account of the 
varying legal and factual differences prevailing within incorporated 
municipalities and State zoning controls. Wisely and advisedly, 
Congress in 1958 did not compel States to include all municipal areas 
within their roadside protection programs, but rather left it up to the 
States to determine whether these areas should be excluded from 
statewide control programs. In this way, municipalities with home- 
rule status or factual circumstances making inclusion within statewide 
programs undesirable or unnecessary could be excluded on the initia- 
tive of the State in accordance with the State’s constitutional or statu- 
tory relationship with its political subdivisions. 

Just as it would have been a serious invasion of the States rights 
and powers for the Federal-Aid Highway Act to require the inclusion 
of municipal and other State areas in the statewide roadside protec- 
tion programs, so it is an equally grave mistake to now propose that 
the States be required to exclude these areas. The whole history and 
tradition of the Federal-aid highway program is characterized by care- 
ful adherence to the principle of cooperation rather than compulsion; 
this principle should not now be destroyed by enacting a Federal 
mandate that arbitrarily denies the power of the States to deal with 
certain portions of their State lands in accordance with their own 
policies and desires. 

14 
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AMENDMENT 





DESTROYS EFFECTIVE ROADSIDE PROTECTION 
Complete exclusion of areas in municipalities and other State-zoned 
lands will destroy the effectiveness of State roadside protection pro- 
grams and vastly weaken the implementation of the national policy 
expressed in the 1958 Federal-Aid Highway Act. The language of 
the amendment applies to all areas within the boundaries of incorpo- 
rated municipalities regardless of whether local governments have 
exercised their powers to control roadside advertising. Proponents 
of the amendment have stated that within large cities there is little 
need to supplement existing local controls with additional State 
programs. They do not recognize, however, that the amendment 
would also exclude thousands of little tewns where small central 
business districts are surrounded by miles of residential areas or un- 
developed land still within the geographical boundaries of the town. 
Many miles of highway, technically within the incorporated area of 
the town but practically indistinguishable from unincorporated rural 
highways, would thus be arbitrarily removed from the scope of the 
Federal-State roadside program. Under the terms of the amendment, 
States who wish to take advantage of the Federal billboard-control 
incentive program would be unable to carry out a rational plan of 
advertising control because of these exclusions which are unrelated 
to highway engineering needs. The amendment would prohibit 
States from collecting Federal bonus funds for any signboard regula- 
tion project in an urban, industrial, or commercial area—even if the 
State actually controlled advertising in the area. 

The operation of the amendment would “blanket out” of the States’ 
roadside protection programs some areas where control is most needed 
for the safety and convenience of travel on the Interstate System; 
namely, in the vicinity of interchanges in metropolitan areas. 

The American Automobile Association has pointed out; 


Control of roadside advertising in the area of interchanges 
in municipal and metropolitan areas is vitally important to 
the effectiveness of official routing and traffic control signs— 
more imperative probably, than in rural areas. Traffic flow 
and safety is jeopardized when motorists must cope with 
uncontrolled competition of commercial advertising and 
officials signs near interchanges on high speed expressways. 


A recent study of expressway signboarding, conducted by the 
California Division of Highways and the Automotive Safety Founda- 
tion, published in September 1958, has revealed significant new 
evidence of motorists’ behavior under the pressures of expressway 
travel in metropolitan areas, and has emphasized the necessity of 
eliminating conditions which confuse drivers regarding directions. 
Motorists on expressways, driving in high-speed traffic and generally 
with minimum-speed limits, risk their lives if they are hampered 
in securing clear and precise guidance from official signs in sufficient 
lime to safely aline themselves in traffic and make their turnoffs. 

The varying conditions around urban areas and in the metropolitan 
fringes of cities make it both logical and practical for the States to 
determine where exclusions are desirable. This is not a proper subject 
for Congress to determine by automatically removing such areas from 
the scope of State-Federal cooperative action. 
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RECENT STATE LEGISLATION IN RELIANCE ON THE 1958 FEDERAL-AID 
POLICY 


Several States have already enacted legislation in reliance upon the 
provisions of the 1958 Federal-Aid Highway Act which the amendment 
proposes to change. Connecticut, Maine, Maryland, Ohio, and Ver- 
mont have, during 1958 and 1959, enacted laws designed to permit 
their State highway departments to negotiate cooperative roadside 
advertising-control agreements with the Secretary of Commerce on 
the basis of the 1958 Federal-aid law. North Dakota, in 1959, 
enacted legislation authorizing its highway department to control 
roadside advertising by purchase of advertising rights adjacent to 
the right-of-way. Other States, acting in anticipation of legislative 
sessions in 1960 and 1961, have prepared draft bills in reliance upon 
legal opinions of the U.S. Bureau of Public Roads and attorneys 
general of the States which were rendered on the basis of the present 
Federal-aid highway laws. 

It would be manifestly inequitable for Congress now to “change the 
rules in the middle of the game” and, in the case of some States, 
render meaningless the legislation which they have enacted. Thisisa 
distinct possibility in regions such as New England, where incorporated 
municipalities are basic political subdivisions of the State with 
contiguous boundaries. In such cases, blanket exclusion of incor- 
porated municipal areas might be construed as rendered practically 
the entire area of a State ineligible to participate in the Federal-aid 
roadside protection program. 

Proponents of the amendment have argued that the lack of wide- 
spread State legislation during 1959 indicates an unwillingness to act 
so long as municipal areas are not excluded. ‘This conclusion is not 
warranted by the facts. A more accurate description of the situation 
would appear to be that the enactment of the Federal-Aid Highway 
Act of 1958 and the subsequent promulgation of the national standards 
occurred too late in the year to permit advance study and preparation 
of draft legislation by most States. Consequently, and since the 
Federal-Aid Highway Act of 1958 permits the States until July 1, 1961, 
to enact the laws necessary to provide a basis for negotiation of 
cooperative agreements with the Secretary of Commerce, it is natural 
that many States have preferred to take final action at their next 
legislative session rather than during 1959. There is ample evidence 
from the draft legislation submitted for study by the States that 
widespread interest exists in going forward with the implementation 
= the national policy declared by Congress in the Federal- aid highway 
aw. 


ce 


FULL INVESTIGATION SHOULD PRECEDE ANY REVISION OF THE LAW 


The amendment was added to the bill without the benefit of public 
hearing. Moreover, it represents a change in a portion of the Federal: 
aid highway law. If this section of the Federal-aid highway law 18 
now to be revised, it would seem obviously desirable that the Com- 
mittee on Public Works inform itself fully on the background and 
operation of this section before taking action to revise it. , 

The legislative history of the section relating to control of roadside 
areas shows that it was drafted with full recognition of the varymg 
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legal and constitutional problems of the States and their municipalities, 

and the varying highway engineering needs of municipal areas. The 
language of the present law was carefully drafted so as to preserve 
the balarce of powers between the Federal and State Governments, 
and give the States maximum flexibility in dealing with municipal 
needs. 

The Department of Commerce, which is responsible for administra- 
tion of section 122 of the Highway Act of 1958, has indicated its strong 
opposition to the intent of this amendment in views filed June 1S, 
1959, with the House Public Works Committee on H.R. 4886, a bill 
containing similar language. At that time the Department stated: 


Tre Secretary OF COMMERCE, 
Vashington, D.C., June 18, 1959. 
Hon. Cuarues A. Buck.ey, 
Chairman, Committee on Publie Works, 
House of Representatives, Washington, D.C. 

Drar Mr. Cuainman: This is in reply to vour recent request for 
the views of this Department in connection with H.R. 4886, a bill 
providing for the amendment of title 23, section 13! of the United 
States Code (sec. 122 of the Federal-Aid Highway Act of 1958), to 
clarify the said section with relation to municipalities and areas zoned 
under the laws of the States, and to recognize the laws of the States 
relating thereto. 

The Department is opposed to the enactment of ii.R. 4886. 

The bill would change existing law by automaticaily excluding areas 
in municipalities and other areas zoned industrial or commercial from 
the : applicatior 1 of the national policy relating to the control of adver- 
tising adjacent to the Interstate Systeni. 

To the extent that the control of outdoor advertising adjacent to 
those segments of the Interstate Svstem which are located in 1aunic- 
ipalities, or other areas, wherein the land use is clearly established by 
State law as industrial or commercial, is necessary to promote the 
safety, convenience, and enjoyment of public travel, the free flow of 
interstate commerce, and to protect the public investment in the 
Interstate System, those areas should not be excluded from the 
application of the national policy contained in section 131 of title 23 
The control of advertising in such urban or other areas may be even 
more desirable and important to the promotion of safety, preservation 
of scenic values and protection of the public investment as in rural 
areas 

Under the terms of the existing statute, the Federal share of the 
cost of projects is increased only with respect to those projects to 
which the national policy and standards apply. The existing law 
permits exclusion of certain areas from application of the national 
standards, within the discretion of the Secretary of Commerce, upon 
application of the affected State. This provision allows the States 
and the Secretary to give proper consideration and to take appropriate 
action concerning specific areas, on the basis of conditions and cir- 
cumstances existing in that locale. Making the statute inapplicable 
to segments of the ‘Interstate System within incorporated municipali- 
ties or urban areas, without regard to circumstances or the desires of 
the State involved, would prevent payment of the increased Federal 
share on account of projects within such areas, even if the State 
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actually controlled advertising therein, consistent with the national 
standards. ‘his could largely defeat the purpose of the existing law, 
particularly in the thickly populated and urbanized States of the 
eastern part of the United States. 

It is to be noted that, under the wording of H.R. 4886, the national 
policy and standards would cease to apply to segments of the Inter- 
state System included within incorporated municipalities or urban 
areas as a result of future expansion of municipal or urban area bound- 
aries. Similar effects would result from future zoning of propert 
adjacent to an interstate highway as commercial or industrial. This 
is true even though Federal funds had previously been paid to a State 
on account of effected control of advertising within such areas. 

The speed and volume of traffic moving upon the Interstate System 
are such that distraction of attention of vehicle operators from official 
traffic signs and signals would create extreme hazards. ‘This is par- 
ticularly true at interchanges, and in areas approaching interchanges. 
The national standards promulgated by the Secretary recognize this 
fact and, accordingly, provide for the elimination of outdoor adver- 
tising signs at interchanges, and within 2 miles approaching and within 
1,000 feet beyond interchanges, where most official signs will be 
located. 

The hazards existing at an interchange, and the necessity for close 
attention of vehicle operators, will increase as the volume of traffic 
utilizing the interchange increases. It is expected that the greatest 
and most rapid development of property will occur in the vicinity of 
interchanges on the Interstate System, and that most municipalities 
and urban areas will expand in the direction of such interchanges. 
Such development and expansion will inevitably be accompanied by 
a substantial increase in the volume of traffic. Providing that the 
national policy and standards concerning outdoor advertising will 
cease to apply to segments of the Interstate System as such segments 
become enveloped by the boundaries of expanding municipalities and 
urban areas would seem to be eliminating outdoor advertising control 
at the time and in the areas where it is most needed. 

Any automatic exclusion of portions of the Interstate System in 
areas which would otherwise be subject to outdoor advertising con- 
trol, would seem to detract from the underlying principle of the 
national policy and the efficacy of the program established by 
Congress. 

For the foregoing reasons, this Department is opposed to the 
enactment of H.R. 4886. 

We have been advised by the Bureau of the Budget that it would 
interpose no objection to the submission of this letter. 

Sincerely yours, 
Freperick H. MvuELLER, 
Under Secretary of Commerce. 


This is a highly controversial amendment. It is opposed by the 
administration, and by many groups and organizations throughout the 
Nation. It was added to the bill without a single minute of public 
hearings. 
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It is our opinion that enactment of this legislation is neither sound 


policy nor procedure. 
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JOHN SHERMAN CooPER, 
Tuos. E. Martin, 
RicuHarp L. NEUBERGER, 
Winston L. Prouty, 
Hueu Scort, 

U.S. Senators. 
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SEPTEMBER 4 (legislative day, Aucust 31), 1959.—Ordered to be printed 


Mr. Byrp of Virginia, from the Committee on Finance, submitted the 
following 


REPORT 
together with 
INDIVIDUAL AND MINORITY VIEWS 


[To accompany H.R. 8678] 



























The Committee on Finance, to whom was referred the bill (H.R. 
8678) to amend the Federal-Aid Highway Acts of 1956 and 1958 to 
make certain adjustments in the Federal-aid highway program, and 
for other purposes, for consideration as to title II, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill as amended do pass. 


I, GENERAL STATEMENT 







Title II is designed primarily to provide additional revenue for the 
Federal-aid highway program which is financed through the highway 
trust fund. Without legislation providing further funds for this pro- 
gram it is estimated that there would be a deficit in the trust fund by 
the end of the fiscal year 1960 of $490 million, assuming provision is 
made for the payment of apportionments already made. At the end 
of the fiscal year 1961 an accumulated deficit of $980 million is in 
prospect even if no further apportionments are made, and if the ap- 
portionments now authorized are made, it is estimated that there 
would be an accumulated deficit of $1,305 million in the fund in that 
year. 

To meet this immediate problem this title as amended provides for— 

1. The imposition of an additional 1 cent tax on gasoline, 
diesel fuel, and special motor fuels for the 21-month period begin- 
ning October 1, 1959, and ending June 30, 1961. For this period 


= generally will raise gasoline and related fuel taxes to 4 cents a 
gallon. 
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2. The allocation to the highway trust fund of 5 percentage 

points of the manufacturers’ excise tax on passenger cars, etc., 
and of 5 percentage points of the tax on auto parts and acces- 
sories. This allocation is to be made for the 3-year period 
beginning on July 1, 1961, and ending on June 30, 1964. 

The gasoline and related fuel taxes are expected to increase revenues 
of the highway trust fund by $333 million in the fiscal year 1960, by 
$577 million in the fiscal year 1961, and by $75 million in the fiscal 
year 1962, or result in an increase in highway trust fund revenues of 
$985 million. ‘The passenger car and auto parts taxes are expected 
to increase revenues of the highway trust fund by $802 million in the 
fiscal year 1962, by $831 million in the fiscal vear 1963, and by $854 
million in the fiscal year 1964. ‘This will result in an increase in the 
highway trust fund revenues during this 3-vear period of $2.487 billion. 
This, together with the additional gasoline and related fuel taxes 
added by this bill will result in additional revenues for the highway 
trust fund during the 5 fiscal years immediately ahead of $3.472 billion. 

This additional revenue, combined with the present revenues of 
this fund, your committee understands, will make it possible to provide 
for apportionments for the Interstate System of $1.8 billion for the 
fiscal year 1961 and $2 billion for the fiscal year 1962. This is in 
addition to the $2.5 billion of apportionments already made for the 
fiscal year 1960. These apportionments can be made without any 
further suspension of the limitation on the trust fund, the so-called 
Byrd amendment, which limits apportionments, with respect to the 
Interstate System, to the anticipated amount in the fund at the time 
the apportionments are expected to be translated into trust fund 
expenditures, A small deficit of approximately $157 million is antici- 
pated at the close of the fiscal year 1960. In addition, a temporary 
deficit during the fiscal year 1960 of about $300 million must be 
provided for by temporary borrowing from the general fund. How- 
ever, this can be repaid to the general fund from trust fund receipts 
before the ead of the fiscal year 1960 except for the $157 million 
referred to above. A yearend deficit of $50 million is also expected 
in 1961, but no such deficit is anticipated for 1962. ‘Temporary 
borrowing will also be necessary during the fiscal years 1961 and 1962. 

The additional revenues provided by title I] will continue the 
highway trust fund on an independently financed basis and _ will 
mean that the highway program will have no effect on the general 
Government budget in the fiscal years 1960 or 1961. Even in the 
3 following years it need have little effect upon the general budget 
since only 7 of the present 10 percentage points of the manufacturers 
tax on passenger automobiles now in effect are allocated to the 
general fund for the fiscal years 1962 through 1964 and in the case of 
the tax on auto parts and accessories only 5 of the 8 percentage points 
now in effect are allocated to the general fund for these years. 

The bill also makes a change relating to the time of the imposition 
of the gasoline tax. Presently, this tax is payable by the producer or 
importer at the time he makes his sale. Thus, in the case of the 
integrated company no tax is collected until after the time of the 
sale to the service station or to the ultimate consumer. Where sales 
are made to independent wholesalers, however, the tax is presently 
collected at the time of that sale. This bill as amended permits the 
wholesale distributor, and a dealer selling gasoline exclusively to pro- 
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ducers, to purchase gasoline tax free and then pay the tax at the time 
of his sale. This is accomplished os treating the wholesale distrib- 
utors of gasoline, and these dealers, as “producers” for purposes of this 
tax. ‘This change is to be dene on January 1, 1960. 














II. REASONS FOR THE HIGHWAY FINANCING PROVIDED BY THE 


BILL 









In 1956 the Congress enacted a greatly expanded program of Fed- 
eral aid for interstate highways. At that time Congress decided that 
this Interstate System, as well as the other Federal-aid highway pro- 
grams (usually referred to as the ABC program) should be se parate ly 
financed through a special highway trust fund in order to maintain 
these programs on an inde »pender it basis. Such a highw ay trust fund 
was established for the 16-year period from June 30, 1956, to July 1, 
1972. Into this trust fund are deposited certain highway-user excise 
taxes, namely, all of the taxes on gasoline, diesel fuel, special motor 
fuel, tread rubber, tires of the type used on highway vehicles (taxed 
at 8 cents per pound), other tires (taxed at 5 cents per pound) , and 
inner tubes and on the use of highway a weighing over 26,000 
pounds. In addition, half of the 10- percent manufacturers tax on 
trucks, buses, and trailers goes into the fund. From these receipts 
the expenditures required by both the Interstate System, estimated 
at $25 billion for the Federal Government’s share in 1956, and the 
ABC (primary, secondary, and urban) highway programs are financed. 

A special subsection (section 209(g)) in the Highway Revenue Act 
of 1956, frequently referred to as the Byrd amendment, was designed 
to give assurance that on a year-by-year basis no deficit would develop 
in the highway trust fund. This result was to be obtained by requir- 
ing that before apportionments of Federal-aid highway funds can be 
made to the States for the Interstate System, estimates must be 
made of the revenues which are expected to be in the fund by the 
end of the year the expenditures arising from the apportionment occur. 
Then, to the extent that these estimates show that there would be any 
deficiency in the fund, the Secretary of Commerce is required to 
reduce the apportionments to the States. 

At the time of the adoption of the new Federal-aid highway program 
in 1956 it was anticipated that the trust fund would be self-financing 
over the entire 16-year period although it was anticipated that there 
would be reductions in apportionments in the early year of the pro- 
gram to be made up in the latter years. A number of events have 
occurred, however, since that time which have altered these expecta- 
tions. Some of these are of a short-run character and have an immedi- 
ate effect on the highway trust fund, while others are expected to 
have more of a long- term impact. Title 11 of this bill is intended to 
meet only the former, as the Congress will have opportunity to deal 
with the latter following the receipt of a highway-user cost allocation 
study report from the Bureau of Public Roads in January 1961. 

Short-term financing problems.—The immediate problem ‘confronting 
the highway trust fund in large measure arises from the action taken 
by Congress last year in Public Law 85-381 (72 Stat. 89; approved Apr. 
16, 1958). Under the action in 1958, C ongress ine reased by $1.6 billion 
the immediate drain on funds in the highway trust fund. This re- 
sulted both from the suspension for the fiscal years 1959 and 1960 of 
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the Byrd amendment limiting apportionments and from specific 
directions to increase apportionments for these 2 years. The effect 
was to increase apportionments for the Interstate System by $200 
million for the fiscal year 1959 and by $900 million for the fiscal year 
1960. As an antirecession measure, this act also directed that $400 
million additional be apportioned under the ABC program and for 
$115 million in loans to be made available under this program, of 
which $103 million has actually been obligated. The act provided 
that this $400 million of apportionments and the loans under the 
ABC program, since they were antirecession measures, were to be 
placed under construction by December 1, 1958, for completion by 
December 1, 1959. All of these funds were contracted by the States. 

As a result of these actions taken in 1958, the highway trust fund 
at the end of the fiscal year 1960, if no further revenues are provided, 
would have a deficit of $490 million assuming the Federal Govern- 
ment provides funds for payment of existing apportionments. By 
the end of the fiscal year 1961 this deficit in the highway trust fund 
would have increased to $1.305 billion, if the apportionments as author- 
ized were made without giving account to the limitation provided by 
the Byrd amendment. 

Long-term financing problems.—The problem is not limited, however, 
to the short run. The estimated cost of completing a 40,000-mile 
Interstate System has risen from the $25 billion estimated in 1955 
to a current estimate of $36 billion. 

The Federal Highway Administrator has indicated that the 1955 
estimate was of necessity a preliminary estimate because of the 
limited time available to prepare one prior to consideration of the 
1955-56 legislation, and that as a result much of the estimate was 
based on preliminary data. He also stated that there were several 
other reasons accounting for the increased costs and has presented a 
table, shown below as table 1, which gives an analysis of this increase 
in cost. Ten billion dollars, of which $8.9 billion is the Federal 
Government’s share, represents the cost increases for the highways 

lanned in the 1956 legislation. However, the actual measured miles 
baoreaa the cities and border points used as the basis for the 1955-56 


estimate were found to be 38,548 miles as compared to the ay of 


40,000 miles which was authorized in the 1956 legislation, leaving 
1,452 miles of the 40,000 undesignated. The estimated eost of these 
additional 1,452 miles is $1.6 billion, representing a charge against 
Federal funds of $1.5 billion. In addition, an item of $700 million 
has been included to cover contingencies. Thus the rise of the 
Federal Government’s share of the cost of the program from $25 
billion to $36 billion for a 40,000-mile Interstate System can be 
accounted for by the $8.9 billion of costs attributable to the roads 
designated in 1956, to the $1.5 billion for the additional mileage, and 
to the $600 million for contingencies. 
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TABLE 1.—1955 estimate of cost; amounts the 1955 estimate was insufficient to cover 
the conditions estimated in 1957; the resultant 1958 estimate; and additional 
amounts to complete a 40,000-mile Interstate System 


{In billions] 
Estimated costs 


| 
Federal share} State share 
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5 percent increase due traffic. .................-.---...2...-.-- 13 1.2| 0.1 
15 percent increase due local needs. ............-....-.........] 3.8 3.4 0.4 
3 percent increase due utilities and miscellaneous.............. 0.8 0.7 0.1 
12 percent increase due price increase....................-..... 4.1 3.6 0.5 
acess invciiliinsiedltncintutaientinanaitenaiiteeniion 10.0 | 8.9 | 1.1 
1958 estimate (subtotal)...............-.---------------- 37.6 33.9 3.7 
Increase due 1,452 miles added routes.................-...-... 1.6 1.5 0.1 
Ce CRE TE CIS ahs discard sdnainns 0.7 | 0.6 0.1 
Total to complete a 40,000-mile system_................. | 39.9 36.0 3.9 


General conclusions of the committee —As indicated by the informa- 
tion set forth above, there are two aspects to the financial problem 
of the highway trust fund. First there is the problem of the prospect 
of a deficit of $490 million for the fiscal year 1960 based upon appor- 
tionments already made, together with the likelihood that the deficit 
will go to $1.305 billion by the end of the fiscal year 1961 if planned 
apportionments for that year are to be met (or $980 million if no addi- 
tional apportionments are to be made in that year). Second, there 
is the long-run problem of how to finance a $36 billion Federal inter- 
state highway program instead of the $25-billion program initially 
contemplated. 

In this bill your committee concentrated its attention on a solution 
of the short-run problem, postponing further consideration of the 
long-run problem until after there is an opportunity for Congress 
to consider the report on the highway cost allocation study to be 
submitted to Congress on January 3, 1961. The purpose of this 
study is to determine what taxes should be imposed by the United 
States, and in what amounts, in order to insure, insofar as practical, 
an equitable distribution of the tax burden among the various classes 
of persons using the Federal-aid highways or otherwise deriving 
benefits from these highways. The additional revenues of nearly 
$3.5 billion which this bill provides for the highway trust fund relates 
to the immediate financial problem. 

Specific revenue measures provided—To meet the short-term prob- 
lem, title II of this bill provides for a temporary 1-cent increase in 
the gasoline, diesel fuel, and special motor fuels taxes for the remainder 
of this fiscal year (beginning October 1) and next year. Then for the 
3-year period which follows it provides for an allocation to the trust 
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fund of 5 percentage points of the taxes on passenger cars and auto 
parts and accessories. Your committee decided that for this year and 
next it was necessary to provide new revenues to meet the highway 
trust fund deficit since a diversion of revenues from the general fund 
could well lead to unbalanced budgets in this period. The fiscal years 
1962, 1963, and 1964 are sufficiently far in advance, however, so that 
there should be ample time to review the effect of the allocation to the 
trust fund of the passenger car and auto parts and accessories taxes 
in formulating the budgets for those years, as well as adequate oppor- 
tunities to reconsider the methods of financing the highway trust fund 
for those years. 

For those years the applicable manufacturers’ excise tax rate under 
existing law for passenger cars is 7 percent for the fiscal year 1961 and 
subsequent years instead of the 10 percent applicable this year, and 
for auto parts and accessories is 5 percent instead of 8 percent. If it 
should be decided to continue present rates, revenues presently al- 
locable to the general fund for those years could be maintained except 
for the diversion in revenues represented by the difference between 
the 5 percent and 7 percent in the case of the passenger car tax and 
the difference between the 3 percent and 5 percent on auto parts. 

The increase of 1 cent in the gasoline tax will still leave an antici- 
pated deficit for the fiscal year 1960 of $157 million. With the 1-cent 
increase in the gasoline tax, the funds in the trust fund are expected 
to be large enough to provide for apportionments to the States for the 
fiscal year 1961 of about $1.8 billion, rather than the $2.5 billion 
presently authorized. 

In view of the uncertainties as to the types of taxes which should be 
imposed in arriving at an appropriate distribution of the burden of 


paying for the highway program, it was believed inappropriate to 
attempt any solution at this time to the longrun financing problem. 
This also was a factor in the committee’s decision to impose the 
additional gasoline tax oniy for the remainder of this year and next, 
rather than depending on this revenue source for the entire 5-year 
period for which additional funds are provided for the trust fund. 


Ill. GENERAL EXPLANATION OF THE HIGHWAY FINANCING 
PROVIDED BY THE BILL 


Title II of this bill increases the taxes on gasoline, diesel fuel, and 
special motor fuel from 3 cents a gallon in the case of highway use to 
4 cents a gallon. This l-cent increase is a temporary tax applying 
only for the period from October 1, 1959, to June 30, 1961. Pro- 
vision is also made for a 1-cent floor stock tax for gasoline held on 
October 1, 1959, by dealers. Appropriate changes are also made in 
the credit and refund provisions in order to give assurance that the 
additional tax will not apply in the case of gasoline used for certain 
nonhighway purposes or by local transit systems, and also will not 
apply in the case of gasoline used on the farm for farming purposes. 
Table 2 shows that $353 million is expected to be derived from these 
motor fuel taxes in the 9 months these motor fuel taxes will be effec- 
tive in the fiscal year 1960, and that $577 million is expected to be 
derived from these taxes in the full 12 months in which they are to be 
effective in the fiscal year 1961. These amounts expected to be re- 
ceived over the 2-year period from this revenue source plus $75 million 
expected in the next year are expected to increase the total revenue 
raised in this manner to $985 million. 
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For the fiscal years 1962, 1963, and 1964 the bill provides that 5 
percentage points of the manufacturers tax on passenger cars, etc., 
and 5 percentage points of the manufacturers excise tax on automotive 

arts and accessories are to be allocated to the highway trust fund. 
I'he rates presently applicable in the case of these taxes are 10 percent 
in the case of passenger cars, etc., and 8 percent in the case of auto- 
motive parts and accessories but these rates are scheduled as of 
June 30, 1960, to be reduced to 7 percent and 5 percent, respectively, 
‘As is indicated by table 2, the tax on passenger cars is expected to 
increase the highway trust fund revenues from $690 million to $735 
miilion in each of the 3 years in which it is applicable, or result in an 
overall increase for the 3-year period of $2.14 billion. The portion 
of the tax on automotive parts and accessories allocated to the trust 
fund is expected to increase trust fund revenues by from $112 million 
to $119 million in each of the 3 years involved or in total result in an 
increase of $347 million in highway trust fund revenues. The com- 
bined effect of these two additional revenue sources for the highway 
trust funds is an overall revenue increase for the fund of $2.487 
billion. Together with the $985 million increase resulting from the 
higher motor fuel taxes, this is expected to result in an overall increase 
in highway trust fund revenues for the 5-year period involved of 
$3.472 billion. 

In addition to the new revenues provided by this bill for the 5- 
year period up to June 30, 1964, the highway trust fund revenues 
presently include a 3 cents-a-gallon tax applicable in the case of 

asoline (although certain refunds for 1 cent of this tax are available 
in the case of specified nonhighway and local transit use and 3-cents-a- 
gallon credits in the case of farm uses are provided), a 3-cent-a-gallon 
tax with respect to diesel fuel (subject to similar credits) and a 3- 
cent-a-gallon tax with respect to special motor fuels. All of these 
taxes are scheduled as of June 30, 1972, to revert to 1% cents a gallon 
at which time this revenue will go back to the general fund. 

Present revenue sources of the highway trust fund also include 
the 8 cents a pound tax on highway tires, the 5 cents a pound tax on 
other tires and the 9 cents a pound tax on inner tubes, as well as the 
3 cents a pound tax on tread rubber. In addition, half of the 10 
percent manufacturers’ tax on the sale of trucks, buses, trailers, etc., 
goes into the highway trust fund, as well as the entire $1.50 per 
thousand pound tax (per year) on highway vehicles weighing more 
than 26,000 pounds. As indicated in table 2, these present law taxes 
are expected to raise slightly more than $2.1 billion in revenue in 
1960 and gradually increase to a level of nearly $3 billion a year in 
1972. 

Tables 3 and 4 show the apportionments, expenditures, revenues, 
and highway trust fund balances from 1957 to 1972 with and without 
giving effect to the additional revenues provided by this bill. These 
tables, supplied by the Bureau of Public Roads, show that apportion- 
ments for the Interstate System under the bill can be $1.8 billion 
for the fiscal year 1961, $2 billion for 1962 and from $1.6 billion to 
$2 billion thereafter. This will enable the Interstate System to 
maintain an expenditure level at or near $2 billion through the fiscal 
year 1964. Failure to enact this title, on the other hand, would mean 
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that no apportionments may be made under the Interstate System 
for 1961, and only $500 million for 1962. With these apportionments 
the expe ‘nditures for the Interstate System could be expected to drop to 
about $800 million in 1963. 


TABLE 3.— Estimated status of highway trust fund under proposed legislation 


{n millions of [oo 







































| Apportionments | Expenditures fooments | Expenditures | 1 Revenues e |, 
ce a a Ra a Balance 
Fiscal year | | | inthe 
| Pris nary, | Primary, | } fund on 
| Intersts ate} second- |Interstate} second- | Present Addi- Total | June 30 
ry, and | ary, and sources tional 
urban ! urban ! | | 
From before 1957... .. 140 | ee Pais - 
WD cciiieaatedsgeone L, 175 $32 | 208 | 758 
1, 700 859 | 675 336 
2, 200 - 388 | 1, 501 1, 112 
2 600 910 | 2, 025 1, 110 
1, 800 383 1, 755 910 
2, 000 384 | 2, 000 397 
600 135 2, 000 911 
L, 600 35 2, 200 936 
1, GOO 135 1, 575 136 
1, 600 935 1, 600 936 
L, 800 Y35 | 1, 650 935 
1, 800 | ¥35 | 1, 725 935 
1, 900 435 | \, 775 935 
2, 000 ¥35 1, 875 935 
1, 986 35 | 1, 925 935 
MM. si toda cd atuaca es. c asses 135 | 2, 584 35 95 
og, a See nN! at Sd ” GP etectemenen 2, 328 0 
POOR x: dette 27.401 | 16, 071 | 27, 401 | 14, 952 | 38, 831 3, 472 | 42, 303 0 


‘ Includes emergency relie! program, as well as special funds totaling $503 million apportioned for 1959. 
' Receipts on tax ' ‘abilities accrued prior to July 1 1972 






























TaBLe 4.—Estimated status of Highway Trust Fund under existing legislation 


In millions of dollars] 














| 
Apportionments Expenditures 
i saa Balance in 
Fiscal year | Revenues | the fund on 
Primary, Primary, June 30 
{nterstate secondary, interstate secondary 
and urban ' and urban ! 


ag before 1957. 140 965 








1, 175 832 208 758 1, 482 +516 
1, 700 859 675 836 2, 044 +1, 049 
2, 200 1, 388 1, 501 1, 112 2, 087 +523 
2, 500 910 2, 025 1, 110 2, 122 —490 
0 883 1, 775 910 2, 195 —980 

500 sad 1, 000 897 2, 280 —597 

1, 600 935 824 911 2, 332 0 
1, 600 935 1, 456 936 2, 392 0 
1, 600 935 1, 400 936 2, 455 +119 
1, 600 935 1, 400 936 2, 520 +303 
1, 800 935 1, 50( 935 2, 586 +454 
1, 800 935 1, 725 935 2, 657 +451 


. 900 935 1,775 935 2, 728 +469 
2, 000 i 






‘Includes emergency relief as well as special funds, ieoetine $503,000,000 apportioned for 1959, 
Receipts on tax liabilities accrued prior to July 1, 1972. 
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IV. PROVISION TREATING WHOLESALE DISTRIBUTORS AS PRO- 
DUCERS FOR PURPOSES OF THE GASOLINE TAX 


Under present law the Federal tax on gasoline is imposed on 
the producer or importer of the gasoline and is payable by him 
shortly after he makes the sale. This means that the refiner or ma- 
jor oil company on sales directly to a service station does not have 
to pay the tax until after its sale to the retailer, and in those cases 
where the oil company owns the service stations it does not have 
to pay the tax until after the gasoline is sold to the ultimate con- 
sumer. In the case of sales to a wholesale distributor or jobber, 
however, the tax must be paid at the time he makes his purchase, 

The effect of this treatment under present law is to require the 
independent wholesale distributors to buy their gasoline on a taxpaid 
basis and, therefore, also to carry their inventory on a taxpaid basis. 
On the other band, the major oil companies which sell directly to the 
service station, or own their own service stations and sell directly to 
the consumer, need not pay any tax on their inventories. It is 
understood that the average jobber had a permanent inventory of 
50,000 gallons of gasoline which represents $2,000 (with the 4 cents 
Federal gasoline tax) he has tied up in his inventory—a capital cost 
not borne by his larger integrated competitor. 

In addition, since the gasoline tax is based upon the volume of 
gasoline the wholesale distributor purchases, he not only pays tax on 
the volume of gasoline he resells but also on the gasoline he loses 
through evaporation and spillage. ‘Testimony on this point has indi- 
cated that jobber losses due to evaporation and spillage amount to 
upward of 2 percent of the total volume handled. On the basis of 
1.2 million gallons of gasoline purchased annually by the average 
wholesale distributor, assuming 2 percent evaporation and spillage 
this means that with the 4-cent tax he will lose annually gasoline on 
which he has paid $960 in Federal taxes. This is an annual payment 
which his integrated competitor does not have to make, since he pays 
tax only on the gasoline he sells and not on his losses through evapo- 
ration and spillage. This is a discrimination which many States have 
recognized and removed by granting the wholesale distributors special 
evaporation and spillage allowances. 

To remove these discriminations this provision as amended by your 
committee provides that a wholesale distributor (as well as dealers 
who sell exclusively to producers) is to be treated as a producer; that 
is, the wholesaler distributor will be able to buy gasoline on a tax-free 
basis and pay the tax at the time he makes his sale. 

While it is recognized that this will increase somewhat the number 
of taxpayers for the gasoline tax, it is believed this is an administrative 
cost well worth paying in order to remove the discriminations against 
the independent gasoline wholesale distributors. Moreover, it 1s 
believed that this new group of taxpayers will present relatively few 
problems in obtaining taxpayment since for the most part they already 
are taxpayers for the State gasoline taxes. Moreover, many of them 
may also be Federal taxpayers for purposes of the taxes on diesel fuel 
and special motor fuels. In addition, the administrative problems 10 
this respect should be eased by the fact that the wholesale distributor 
must comply with the registration and bonding requirements provided 
by the Internal Revenue Service with respect to the gasoline tax 
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before he may be treated as a producer and buy gasoline on a tax-free 
basis. 

Under the provision, as amended by your committee, wholesaie dis- 
tributors who may qualify as producers are defined as persons, not 
otherwise qualifying as producers, who sell gasoline to producers, to 
retailers, or to users who purchase in bulk quantities for delivery into 
bulk storage tanks, if they also elect to be registered and bonded for 
the gasoline tax. 

This provision is effective beginning on January 1, 1960. ‘There- 
fore, wholesale distributors, who become registered and bonded, are 
to be treated as producers of (and thus taxpayers with respect to) 
gasoline sold by them beginning on that date or any later date on 
which they become registered and bonded. However, they will be 
able to claim credit for gasoline previously purchased on which they 
have already paid tax. 

It is estimated that this provision, based on a 4 cents per gallon 
gasoline tax, will result in an annual revenue loss of from about $3 
million to $11 million based on estimated 1960 levels of income. In 
addition, there also will be a revenue loss, estimated at $33 million, 
in the initial year of operation due to the shifting forward of the tax 
payment to the time the wholesale distributor makes his sale. 











VY. TECHNICAL EXPLANATION OF TITLE Il, INTERNAL REVENUE 
CODE, AND HIGHWAY TRUST FUND AMENDMENTS 








SEcTION 201. Temporary INCREASE IN Motor [l'uet Taxgs, Etc. 



















Increase in tax on gasoline 


Subsection (a) of section 201 amends section 4081 of the 1954 code 
with respect to the present 3 cents a gallon excise tax sold by pro- 
ducers or importers. For thx period from October 1, 1959, to June 
30, 1961, inclusive, the rate of tax is increased to 4 cents per gallon, 
in lieu of the present 3 cents a gallon rate. 


Increase in diese! fuel and special inotor fuel taxes 


Subsection (b) of section 201 amends section 4041 of the 1954 code 
to increase the present retail and use taxes on diesel fuel and on spe- 
cial motor fuel from 3 cents a gallon to 4 cents a gallon for the period 
from October 1, 1959, to June 30, 1961, inclusive. Corresponding 
changes are also made in the application of subsections (a) and (b) of 
section 4041 of the code, so that in those cases where the tax under 
egecaiam (2) of those subsections is 1 cent a gallon, the tax would 

e increased to 2 cents a gallons for the same period. 


1959 floor stocks tax on gasoline 


Section 201(c)(1) adds a new paragraph (5) to section 4226(a) of the 
code to impose a floor stocks tax of 1 cent per gallon on gasoline held on 
October 1, 1959, by a dealer for sale. The new tax is the difference 
between the present tax (3 cents a gallon) and the tax imposed under 
this bill (4 cents a gallon). The floor stocks tax on gasoline will not 
apply to retail stocks of gasoline held at the place where intended to 

e sold at retail nor to gasoline held for sale by a producer or importer 
of gasoline. Under section 201(c) (2), a new clause is added to section 
4226(d) of the code which provides, in effect, that the floor stocks tax 
imposed by section 4226(a)(5) of the code shall be paid at such time 
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after December 31, 1959, as may be prescribed by the Secretary of the 
Treasury or his delegate. 

Section 201(c)(3) is a technical conforming amendment to conform 
a cross reference to a change made by section 201(c) (4). 

1961 floor stocks refund on gasoline 

Section 201(c)(4) amends section 6412(a) of the 1954 code by re- 
numbering paragraph (3) thereof as paragraph (4) and inserting a new 
paragraph (3) which relates to a floor stocks refund with respect to 
gasoline held on July 1, 1961. New paragraph (3) of section 6412(a) 
provides for a floor stock refund, without interest, with respect to 
gasoline held by a dealer on July 1, 1961, and intended for sale at the 
time the gasoline tax is reduced from 4 cents a gallon to 3 cents a 
gallon (i.e., July 1, 1961) and will be in an amount equal to the difference 
between the tax paid by the producer or importer and the amount of 
tax made applicable to gasoline on July 1, 1961 (the tax reduction 
date). 

The uniform procedure provided in section 6412(a) for filing claims 
for floor-stocks refund or credit is continued with respect to the 
floor stocks refunds mentioned above. Thus, the producer or im- 
porter who paid the tax must file a claim for floor-stocks refunds or 
credit on or before November 10, 1961, based on a request submitted 
to him before October 1, 1961, by the dealer who held the floor stocks 
of gasoline in respect of which refund or credit is claimed. Refund or 
credit will not be allowed unless within the time fixed for filing the 
claim (i.e., on or before November 10, 1961), reimbursement has been 
made to the dealer by the producer or tmporter or the written consent 
of the dealer to the allowance of the credit or refund has been ob- 


tained by the producer or importer. The new paragraph (3) also 
provides than no credit or refund shall be allowable with respect to 
gasoline in retail stocks held at the place where intended to be sold 
at retail nor with respect to gasoline held for sale by a producer 
(within the meaning of sec. 4081 of the 1954 code, as amended by the 
bill) or importer of gasoline. 


Conforming changes in credit and refund provisions of 1954 code 

Subsection (d) of section 201 makes certain changes in the credit 
and refund provisions of sections 6416(b)(2) and 6421 (a) and (b)(1)(A) 
of the 1954 code to reflect the increased rates in amount permitted as 
refunds or credits. Thus under section 6416(b)(2) (H), (1) and (J) 
(relating to diesel fuel and special motor fuels used for certain non- 
highway purposes or by local transit systems) if a tax of 4 cents a 
gallon had been paid with respect to the diesel fuel or special motor 
fuel which had been used in the manners described therein, the refund 
would be computed at a rate of 2 cents a gallon rather than 1 cent 4 
gallon. Similarly, the refund under section 6421(a) is increased to 2 
cents a gallon where tax with respect to the gasoline used as provided 
therein was paid at the rate of 4 cents a gallon. A similar adjustment 
is made to the maximum refund available under section 6421(b)(1) 
(relating to gasoline used for certain nonhighway purposes or by local 
transit systems.) 


Collection of gasoline tax at wholesale distributor level 
Subsection (e) of section 201 amends section 4082 of the 1954 
code to make certain “wholesale distributors” statutory producers. 
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Specifically the definition of producer in the first sentence of section 
4082(a) is amended by adding thereto wholesale distributors. A 
new subsection (d) is added to section 4082 to define wholesale 
distributor as any person who sells gasoline to producers, to retailers, 
or to users who purchase in bulk quantities for delivery into bulk 
storage tanks, and who is registered and bonded with regard to the 
tax imposed on gasoline. Your committee made a clari‘ying amend- 
ment in this provision to make it clear that the wholesale distributor 
may elect whether or not to register and be bonded. Your committee 
has also amended the House bill to specifically include a “dealer who 
sells exclusively to producers” in the definition of producer as is 
provided under existing law. The House bill excluded the definition 
of producer because of the scope of the definition of ‘wholesale dis- 
tributor.” Your committee believed, however, that it was clearer 
to include such dealers specifically. 

Thus under this amendment, a wholesaler who either sells to pro- 
ducers (including persons who are producers by reason of the amend- 
ment), to retailers, or to users who purchase in bulk quantity may, 
if he desires to do so, become a “producer” for purposes of the tax by 
registering and giving bond. As a producer, he incurs liability upon 
his sale of gasoline and in turn he may purchase gasoline tax free. 
The test in 4082(d)(1) is not an exclusive test so that a “wholesale 
distributor’ may sell to either or all of the types of customers enu- 
merated therein, in addition to being able to sell to anyone else. 

The last sentence in the new section 4082(d) is added to make clear 
that anyone who qualifies as a producer, otherwise than a wholesale 
distributor (i.e., a refiner, compounder, blender, or actual producer), 
may not claim that he is a ‘wholesale distributor” with an option as 
to whether or not he wishes to qualify as a producer by registering 
and giving bond. 

Wholesalers who qualify as producers in accordance with the 
provisions of the new subsection (d) of section 4082 often will have 
tax-paid stocks of gasoline on hand at the time they so qualify. A 
wholesaler who has so qualified, and who incurs tax liability on bis 
sale of tax-paid stock, will be entitled to a credit against such tax 
liability for the tax previously paid on such gasoline. For the purposes 
of this provision, a wholesaler will be assumed to sell gasoline which 
is on hand at the time of his qualifying under section 4101 before 
selling gasoline subsequently acquired. The treatment outlined here 
follows the practice under present law where a producer acquires 
tax-paid gasoline and resells it. 

The amendments made by section 201(e) become effective January 
1, 1960. 





Section 202. TRANSFERS TO Hiaguway Trust Funp 


Transfers to trust fund 


Section 202(a) amends section 209(c) of the Highway Revenue Act 
of 1956 by renumbering paragraphs (2) and (3) as paragraphs (3) and 
(4), respectively, and by adding a new paragraph (2). This new 
paragraph appropriates to the trust fund amounts equivalent to the 
taxes which would have been received in the Treasury under section 
4061(a)(2) and (b) (tax on passenger automobiles and parts and 
accessories) after June 30, 1961, and before July 1, 1964, had the 
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applicable rate of tax been 5 percent in lieu of the rate then applicable. 
Under this provision, if any such tax received in the Treasury during 
any applicable period was imposed at a rate, for example, of 7 percent 
of the sales price, then the amount appropriated to the trust fund with 
respect to such period is five-sevenths of the amount of such tax 
received in the Treasury. 

Conforming ainendments 


Section 202(b) makes conforming amendments to section 209 of 
the Highway Revenue Act of 1956. Under the amendment made by 
paragraph (2), the Secretary of the Treasury will from time to time 
transfer from the trust fund to the general fund of the Treasury 
amounts equivalent to the floor stocks refunds made before July 1, 
1962, with respect to gasoline held by dealers on July 1, 1961 (see 
explanation of section 201(c)(4)). This provision conforms to the 
treatment provided by existing law in the case of floor stocks refunds 
on gasoline held on July 1, 1972. 


VI. CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by title IT of the 
bill, as reported, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets; new matter is printed in italic; 
existing law in which no change is proposed is shown in roman): 


SUBSECTIONS (c) AND (f) OF SECTION 209 OF THE HIGHWAY 
REVENUE ACT OF 1956 


SEC. 209. HIGHWAY TRUST FUND. 
* * * * * * * 
(c) TRaNsFer To Trust Funp or Amounts EQuiIvALENT TO CER- 
TAIN TAXES.— 

(1) In GeNERAL.—There is hereby appropriated to the Trust 
Fund, out of any money in the Treasury not otherwise appro- 
priated, amounts equivalent to the following percentages of the 
taxes received in the Treasury before July 1, 1972, under the 
following provisions of the Internal Revenue Code of 1954 (or 
under the corresponding provisions of prior revenue laws)— 

(A) 100 percent of the taxes received after June 30, 1956, 
under sections 4041 (taxes on diesel fuel and special motor 
fuels), 4071(a)(4) (tax on tread rubber), and 4081 (tax on 
gasoline) ; 

(B) 20 percent of the tax received after June 30, 1956, and 
before July 1, 1957, under section 4061 (a)(1) (tax on trucks, 
buses, etc.); 

(C) 50 percent of the tax received after June 30, 1957, 
under section 4061(a)(1) (tax on trucks, buses, etc.) ; 

(D) 37% percent of the tax received after June 30, 1956, 
and before July 1, 1957, under section 4071(a)(1) (tax on 
tires of the type used on highway vehicles) ; 

(E) 100 percent of the taxes received after June 30, 1957, 
under section 4071(a) (1), (2), and (3) (taxes on tires of the 
type used on highway vehicles, other tires, and inner tubes); 
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(F) 100 percent of the tax received under section 4481 (tax 
on use of certain vehicles); and 
(G) 100 percent of the floor stocks taxes imposed by section 
4226(a). 
In the case of any tax described in subparagraph (A), (B), or 
(D), amounts received during the fiscal year ending June 30, 
1957, shall be taken into account only to the extent attributable 
to liability for tax incurred after June 30, 1956. 

(2) Excisk TAX ON AUTOMOBILES, PARTS AND ACCESSORIES, 
ETC.—There is hereby appropriated to the Trust Fund, out of any 
money in the Treasury not otherwise appropriated, amounts equiva- 
lent to that portion of the taxes received in the Treasury after June 30, 
1961, and before July 1, 1964, under subsections (a)(2) (tax on 
passenger automobiles, ete.) and (b) (tax on parts and accessories) 
of section 4061 of the Internal Revenue Code of 1954 which is equal 
to the amount which would have been so received if the tax rate under 
each such subsection had been 5 percent in lieu of the applicable rate. 

{(2)¥ (8) Liasivirres INCURRED BEFORE JULY 1, 1972, FOR NEW 
OR INCREASED TAXES.—There is hereby appropriated to the Trust 
Fund, out of any money in the Treasury not otherwise appropri- 
ated, amounts equivalent to the following percentages of the taxes 
which are received in the Treasury after June 30, 1972, and before 
July 1, 1973, and which are attributable to liabilitv for tax in- 
curred before July 1, 1972, under the following provisions of the 
Internal Revenue Code of 1954 

(A) 100 percent of the taxes under sections 4041 (taxes on 
diesel fuel and special motor fuels), 4071(a)(4) (tax on 
tread rubber), and 4081 (tax on gasoline); 

(B) 20 percent of the tax under section 4061(a)(1) (tax 
on trucks, buses, ete.); 

(C) 3735 percent of the tax under section 4071(a)(1) 
(tax on tires of the type used on highway vehicles); and 

(D) 100 percent of the tax under section 4481 (tax on use 
of certain vehicles). 

[(3)] (4) Mernop or rransrer.—The amounts appropriated 
by paragraphs [[(1) and (2)] (1), (2), and (3) shall be transferred 
at least monthly from the general fund of the Treasury to the 
Trust Fund on the basis of estimates by the Secretary of the 
Treasury of the amounts, referred to in paragraphs (1) and (2), 
received in the Treasury. Proper adjustments shall be made in 
the amounts subsequently transferred to the extent prior esti- 
mates were in excess of or less than the amounts required to be 
transferred. 

* 








* * * * * * 


(f) Expenpitures From Trust Funp.— 


(1) FepERAL-AID HIGHWAY PROGRAM. Amounts in the Trust 
Fund shall be available, as provided by appropriations Acts, for 
making expenditures after June 30, 1956, and before July 1, 1972, 
to meet those obligations of the United States heretofore or here- 
after incurred under the Federal-Aid Road Act approved July 11, 
1916, as amended and supplemented, which are attributable to 
Federal-aid highways (including those portions of general admin- 
istrative expenses of the Bureau of Public Roads payable from 
such appropriations). 
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(2) RepAYMENT OF ADVANCES FROM GENERAL FUND.—Ad vances 
made pursuant to subsection (d) shall be repaid, and interest on 
such advances shall be paid, to the general fund of the Treasury 
when the Secretary of the Treasury determines that moneys are 
available in the Trust Fund for such purposes. Such interest 
shall be at rates computed in the same manner as provided in 
subsection (e) (2) for special obligations and shall be compounded 
annually. 

(3) ‘TRANSFERS FROM TRUST FUND FOR GASOLINE USED ON 
FARMS AND FOR CERTAIN OTHER PURPOSES.—The Secretary of the 
Treasury shall pay from time to time from the Trust Fund into 
the general fund of the Treasury amounts equivalent to the 
amounts paid before July 1, 1973, under sections 6420 (relating to 
amounts paid in respect of gasoline used on farms) and 6421 (re- 
lating to amounts paid in respect of gasoline used for certain 
nonhighway purposes or by local transit systems) of the Internal 
Revenue Code of 1954 on the basis of claims filed for periods be- 
ginning after June 30, 1956, and ending before July 1, 1972. 

(4) [FLoor] 1972 FLooR srocKs REFUNDsS.—The Secretary of 
the Treasury shall pay from time to time from the Trust Fund 
into the general fund of the Treasury amounts equivalent to the 
following percentages of the floor stocks refunds made before 
July 1, 1973, under section 6412(a)(2) of the Internal Revenue 
Code of 1954— 

(A) 40 percent of the refunds in respect of articles subject 
to the tax imposed by section 4061(a)(1) of such Code 
(trucks, buses, ete.); 

(B) 100 percent of the refunds in respect of articles sub- 
ject to tax under section 4071(a)(1) or (4) of such Code 
(tires of the type used on highway vehicles and tread rubber); 
and 

(C) 66% percent of the refunds in respect of gasoline 
subject to tax under section 4081 of such Code. 

(5) 1961 FLOOR STOCKS REFUNDS ON GASOLINE.—The Secretary of 
the Treasury shall pay from time to time from the Trust Fund into 
the general fund of the Treasury amounts equivalent to the floor stocks 
refunds made before July 1, 1962, under section 6412(a)(3). 


INTERNAL REVENUE CODE OF 1954 
Subchapter E—Special Fuels 


Sec. 4041. Imposition of tax. 
Sec. 4042. Cross reference. 


SEC. 4041. IMPOSITION OF TAX. 


(a) Diese, Fury.—There is hereby imposed a tax of 3 cents & 
gallon upon any liquid (other than any product taxable under section 
4081)— 

(1) sold by any person to an owner, lessee, or other operator 
of a diesel-powered highway vehicle, for use as a fuel in such 
vehicle; or 






8. Rept. 903 


— a ae 





a wae | ev 







FEDERAL-AID HIGHWAY ACT OF 1959 17 






































(2) used by any person as a fuel in a diesel-powered highway 
vehicle unless there was a taxable sale of such liquid under 
paragraph (1). 

In the case of a liquid taxable under this subsection sold for use or 

used as a fuel in a diesel-powered highway vehicle (A) which (at the 

time of such sale or use) is not registered, and is not required to be 
registered, for highway use under the laws of any State or foreign 
country, or (B) which, in the case of a diesel-powered highway vehicle 
owned by the United States, is not used on the highway, the tax 
imposed by paragraph (1) or by paragraph (2) shall be 2 cents a 
gallon [in lieu of 3 cents a gallonj. If a liquid on which tax was 
imposed by paragraph (1) at the rate of 2 cents a gallon by reason of 
the preceding sentence is used as a fuel in a diesel-powered highway 
vehicle (A) which (at the time of such use) is registered, or is required 
to be registered, for highway use under the laws of any State or 
foreign country, or (b) which, in the case of a diesel-powered highway 
vehicle owned by the United States, is used on the highway, a tax 

of 1 cent a gallon shall be imposed under paragraph (2). 

(b) Spectan Moror Fueus.—There is hereby imposed a tax of 
3 cents a gallon upon benzol, benzene, naphtha, liqueiied petroleum 
gas, or any other liquid (other than kerosene, gas, oil, or fuel oil, or 
any product taxable under section 4081 or subsection (a) of this 
section )— 

(1) sold by any person to an owner, lessee, or other operator 
of a motor vehicle, motorboat, or airplane for use as a fuel for 
the propulsion of such motor vehicle, motorboat, or airplane, or 

(2) used by any person as a fuel for the propulsion of a motor 
vehicle, motorboat, or airplane unless there was a taxable sale of 
such liquid under paragraph (1). 

In the case of a liquid taxable under this subsection sold for use or 

used otherwise than as a fuel for the propulsion of a highway vehicle 

(A) which (at the time of such sale or use) is registered, or is required 

to be registered, for highway use under the laws of any State or foreign 

country, or (B) which, in the case of a highway vehicle owned by the 

United States, is used on the highway, the tax imposed by paragraph 

(1) or by paragraph (2) shall be 2 cents a gallon [in lieu of 3 cents a 

gallon]. If a liquid on which tax was imposed by paragraph (1) at 

the rate of 2 cents a gallon by reason of the preceding sentence is used 
as a fuel for the propulsion of a highway vehicle (A) which (at the 
time of such use) is registered, or is required to be registered, for high- 
way use under the laws of any State or foreign country, or (B) which, 
in the case of a highway vehicle owned by the United States, is used 
on the highway, a tax of 1 cent a gallon shall be imposed under para- 

graph (2). 

(c) Rare Repuction.—On and after July 1, 1972— 

(1) the taxes imposed by this section shall be 1% cents a gallon; 
an 

(2) the second and third sentences of subsections (a) and (b) 
shall not apply. 

(d) Exemprion ror Farm Use.— 

(1) Exemption.—Under regulations prescribed by the Secre- 
tary or his delegate— 
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(A) no tax shall be imposed under subsection (a)(1) or 
(b)(1) on the sale of any liquid sold for use on a farm for 
farming purposes, and 

(B) no tax shall be imposed under subsection (a@)(2) or 
(b)(2) on the use of any liquid used on a farm for farming 
purposes. 

(2) Use ON A FARM FOR FARMING PURPOSES.—For purposes of 
paragraph (1) of this subsection, use on a farm for farming pur- 
poses shall be determined in accordance with paragraphs (1), 
(2), and (3) of section 6420(c). 

(e) Exemption For Usk As SuPPLIES FOR Vessets.—Under regula- 
tions prescribed by the Secretary or his delegate, no tax shall be im- 
posed under subsection (b) in the case of any fuel sold for use or used 
as supplies for vessels or aircraft (within the meaning of section 
4221(d)(3)). 

(f) Temporary Increases 1n Tax.—On and after October 1, 
1959, and before July 1, 1961— 

(1) if (without regard to this subsection) the tax imposed by sub- 
section (a) or (6) is 3 cents a gallon, the tax imposed by such sub- 
section shall be 4 cents a gallon, and 

(2) if (without regard to this subsection) the tax imposed under 
paragraph (2) of subsection (a) or (b) is 1 cent a gallon, the taz 
imposed under such paragraph shall be 2 cents a gallon. 


* * * * * * 


PART III—PETROLEUM PRODUCTS 


Subpart A. Gasoline. 
Subpart B. Lubricating oil. 
Subpart C. Special provisions applicable to petroleum products. 


Subpart A—Gasoline 


Sec. 4081. Imposition of tax. 
Sec. 4082. Definitions. 
Sec. 4083. Exemption of sales to producer. 
Sec. 4084. Cross references. 
SEC. 4081. IMPOSITION OF TAX. 


(a) In GeNERAL.—There is hereby imposed on gasoline sold by the 
producer or importer thereof, or by any producer of gasoline, a tax of 
3 cents a gallon. 

(b) Rare Repuction.—On and after July 1, 1972, the tax imposed 
by this section shall be 1% cents a gallon. 

(c) Temporary IncrkEasE 1n Tax.—On and after October 1, 1959, 
and before July 1, 1961, the tax imposed by this section shall be 4 cents a 
gallon. 

SEC. 4082. DEFINITIONS. 


(a) Propucer.—As used in this subpart, the term “producer” 
includes a refiner, compounder, [or blender, and a dealer selling 
gasoline exclusively to producers of gasoline] blender, or wholesaler 
distributor, and a dealer selling gasoline exclusively to producers of gaso- 
line, as well as a producer. Any person to whom gasoline is sold 
tax-free under this subpart shall be considered the producer of such 
gasoline. 
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(b) GasoLttne.—As used in this subpart, the term “‘gasoline”’ means 
all products commonly or commercially known or sold as gasoline 
(including casinghead and natural gasoline). 

(c) Cerratn Uses Derinep as Sates.—If a producer or importer 
uses (otherwise than in the production of gasoline or of special motor 
fuels referred to in section 4041 (b)) gasoline sold to him free of tax, 
or produced or imported by him, such use shall for the purposes of 
this chapter be considered a sale. (Source: Sec. 3412(b), 1939 Code, 
substantially unchanged.) 

(d) WuoresaLte Disrrisutor.—As used in subsection (a), the term 
‘wholesale distributor” includes any person who- 

(1) sells gasoline to producers, to retailers, or to users who pur- 
chase in bulk quantities for delivery into bulk storage tanks, and 
(2) elects to register and qwe a bond with respect to the tax imposed 
by section 4081. 
Such term does not include any person who (excluding the term ‘‘wholesale 
distributor” from subsection (a)) 1s a producer or importer. 
* * e * * 








SEC. 4226. FLOOR STOCKS TAXES. 

(a) In GENERAL.— 

(1) 1956 TAX ON TRUCKS, TRUCK TRAILERS, BUSES, ETC.—On 
any article subject to tax under section 4061(a)(1) (relating to 
tax on trucks, truck trailers, buses, etc.) which, on July 1, 1956, 
is held by a dealer for sale, there is hereby imposed a floor stocks 
tax at the rate of 2 percent of the price for which the article was 
purchased by such dealer. If the price for which the article was 
sold by the manufacturer, producer, or importer is established to 
the satisfaction of the Secretary or his delegate, then in lieu of 
the amount specified in the preceding sentence, the tax imposed 
by this paragraph shall be at the rate of 2 percent of the price 
for which the article was sold by the manufacturer, producer, or 
importer. 

(2) 1956 TAX ON TIRES OF THE TYPE USED ON HIGHWAY VE- 
HICLES.—On tires subject to tax under section 4071(a)(1) (as 
amended by the Highway Revenue Act of 1956) which, on July 1, 
1956, are held— 

(A) by a dealer for sale, 

(B) for sale on, or in connection with, other articles held 
by the manufacturer, producer, or importer of such other 
articles, or 

(C) for use in the manufacture or production of other 
articles, 

there is hereby imposed a floor stocks tax at the rate of 3 cents a pound. 
The tax imposed by this paragraph shall not apply to any tire which is 
held for sale by the manufacturer, producer, or importer of such tire or 
which will be subject under section 4218(a)(2) or 4219 to the manu- 
facturers excise tax on tires. 

(3) 1956 TAX ON TREAD RUBBER.—On tread rubber subject to 
tax under section 4071(a)(4) (as amended by the Highway Reve- 
nue Act of 1956) which, on July 1, 1956, is held by a dealer, there 
is hereby imposed a floor stocks tax at the rate of 3 cents a pound. 
The tax imposed by this paragraph shall not apply in the case of 
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any person if such person establishes, to the satisfaction of the 
Secretary or his delegate, that all tread rubber held by him on 
July 1, 1956, will be used otherwise than in the recapping or re- 
treading of tires of the type used on highway vehicles (as defined 
in section 4072(c)). 

(4) 1956 TAX ON GASOLINE.—On gasoline subject to tax under 
section 4081 which, on July 1, 1956, is held by a dealer for sale, 
there is hereby imposed a floor stocks tax at the rate of 1 cent a 
gallon. The tax imposed by this paragraph shall not apply to 
gasoline in retail stocks held at the place where intended to be 
sold at retail, nor to gasoline held for sale by a producer or im- 
porter of gasoline. 

(5) 1959 TAX ON GASOLINE.—On gasoline subject to tax under 
section 4081 which, on October 1, 1959, is held by a dealer for sale, 
there is hereby imposed a floor stocks tax at the rate of 1 cent a gallon. 
The tax imposed by this paragraph shall not apply to gasoline wn 
retail stocks held at the place where intended to be sold at retail, nor 
to gasoline held for sale by a producer or importer of gasoline, 
* ~ ~ * *” * * 


(c) Mr&aninG or TermMs.—For purposes of subsection (a), the terms 
“dealer” and “held by a dealer’ have the meaning assigned to them 
by section 6412(a)[(3)] (4). 

(d) Dug Date or Taxes.—The taxes imposed by subsection (a) 
shall be paid at such time after September 30, 1956, as may be pre- 
scribed by the Secretary or his delegate; except that the tax imposed by 

aragraph (5) shall be paid at such time after December 31, 1959, as may 
e prescribed by the Secretary or his delegate. 
* * * * * * o 


SEC. 6412, FLOOR STOCKS REFUNDS. 


(a) In GENERAL.— 

(1) PassENGER AUTOMOBILES, ETC.—Where before July 1, 
1960, any article subject to the tax imposed by section 4061 (a) (2) 
has been sold by the manufacturer, producer, or importer and on 
such date is held by a dealer and has not been used and is intended 
for sale, there shall be credited or refunded (without interest) to 
the manufacturer, producer, or importer an amount equal to the 
difference between the tax paid by such manufacturer, producer, 
or importer on his sale of the article and the amount of tax 
made applicable to such article on and after July 1, 1960, if claim 
for such credit or refund is filed with the Secretary or his delegate 
on or before November 10, 1960, based upon a request submitted 
to the manufacturer, producer or importer before October 1, 1960, 
by the dealer who held the article in respect of which the credit. 
or refund is claimed, and, on or before November 10, 1960, reim- 
bursement has been made to such dealer by such manufacturer, 
producer, or importer for the tax reduction on such article or 
written consent has been obtained from such dealer to allowance 
of such credit or refund. 

(2) TRUCKS AND BUSES, TIRES, TREAD RUBBER, AND GASO- 
LINE.—Where before July 1, 1972, any article subject to the tax 
imposed by section 4061(a)(1), 4071(a)(1) or (4), or 4081 has 
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been sold by the manufacturer, producer, or importer and on such 
date is held by a dealer and has not been used and is intended for 
sale (or, in the case of tread rubber, is intended for sale or is held 
for use), there shall be credited or refunded (without interest) to 
the manufacturer, producer, or importer an amount equal to the 
difference between the tax paid by such manufacturer, producer, 
or importer on his sale of the article and the amount of tax made 
applicable to such article on and after July 1, 1972, if claim for 
such credit or refund is filed with the Secretary or his delegate on 
or before November 10, 1972, based upon a request submitted to 
the manufacturer, producer, or importer before October 1, 1972, 
by the dealer who held the article in respect of which the credit or 
refund is claimed, and, on or before November 10, 1972, reim- 
bursement has been made to such dealer by such manufactuter, 
producer, or importer for the tax reduction on such article or 
written consent has been obtained from such dealer to allowance 
of such credit or refund. No credit or refund shall be allowable 
under this paragraph with respect to gasoline in retail stocks held 
at the place where intended to be sold at retail, nor with respect 
to gasoline held for sale by a producer or importer of gasoline. 
(3) GASOLINE HELDON JULY 1, 1961.—Where before July 1, 1961, 
any gasoline subject to the tax imposed by section 4081 has been sold 
by the producer or importer and on such date is held by a dealer and 
is intended for sale, there shall be credited or refunded (without 
interest) to the producer or importer an amount equal to the difference 
between the tax paid by such producer or importer on his sale of the 
gasoline and the amount of tar made applicable to such gasoline on 
and after July 1, 1961, if claim for such credit or refund is filed with 
the Secretary or his delegate on or before November 10, 1961, based 
upon a request submitted to the producer or importer before October 1, 
1961, by the dealer who held the gasoline in respect of wiich the credit 
or refund is claimed, and, on or before November 10, 1941, reimburse- 
ment has been made to such dealer by such producer or wmporter for 
the tax reduction on such gasoline or written consent has been 
obtained from such dealer to allowance of such credit or refund. No 


) credit or refund shall be allowable under this paragraph with respect 
to gasoline in retail stocks held at the place where intended to be sold 
' at retail, nor with respect to gasoline held for sale by a producer or 
‘ umporter of gasoline. 
£3) (4) Derinitions.—For purposes of this section— | 
; , (A) The term “dealer” includes a wholesaler, jobber, 
1 distributor, or retailer, or, in the case of tread rubber subject 
, to tax under section 4071(a)(4), includes any person (other 
| than the manufacturer, producer, or importer thereof) who 
- holds such tread rubber for sale or use. 
, (B) An article shall be considered as “held by a dealer” if 
t title thereto has passed to such dealer (whether or not 
@ delivery to him has been made), and if for purposes of con- 


sumption title to such article or possession thereof has not 


)- at any time been transferred to any person other than a 
x dealer. 
1S * * * ca 4 * 


8. Rept. 908 





FEDERAL-AID HIGHWAY ACT OF 1959 


SEC. 6416. CERTAIN TAXES ON SALES AND SERVICES. 
* * * * * * * 


(b) Sprectat Cases IN Wuicu Tax Payments ConsIDERED Over. 
PAYMENTS.— Under regulations prescribed by the Secretary or his 
delegate, credit or refund (without interest) shall be allowed or made 
in respect of the overpayments determined under the following 
paragraphs: 

s * * * - ~ * 


(2) SpEciFIED USES AND RESALES.—The tax paid under chapter 
32 (or under section 4041(a)(1) or (b)(1)) in respect of any article 
shall be deemed to be an overpayment if such article was, by any 
person— 

(A) exported (except in any case to which subsection (g) 
applies), 
(B) used or sold for use as supplies for vessels or aircraft; 
(C) sold to a State or local government for the exclusive 
use of a State or local government; 
(D) sold to a nonprofit educational organization for its 
exclusive use; 
(E) resold to a manufacturer or producer for use by him 
as provided in subparagraph (A) or (B) of paragraph (3); 
(F) in the case of a tire, inner tube, or receiving set, resold 
for use as provided in subparagraph (C) or (D) of paragraph 
(3) and the other article referred to in such subparagraph is 
by any person exported or sold as provided in such sub- 
paragraph; 

(G) in the case of a liquid taxable under section 4041, sold 
for use as fuel in a diesel-powered highway vehicle or as fuel 
for the propulsion of a motor vehicle, motorboat, or airplane, 
if (i) the vendee used such liquid otherwise than as fuel in 
such a vehicle, motorboat, or airplane or resold such liquid, 
or (ii) such liquid was (within the meaning of paragraphs 
(1), (2), and (3) of section 6420(c)) used on a farm for farm- 
ing purposes; 

(H) in the case of a liquid in respect of which tax was paid 
under section 4041 at the rate of 3 cents or 4 cents a gallon, 
used during any calendar quarter in vehicles while engaged 
in furnishing scheduled common carrier public passenger land 
transportation service along regular routes; except that (i) 
this subparagraph shall apply oly if the 60 percent passenger 
fare revenue test set forth in section 6421(b)(2) is met with 
respect to such quarter, and (ii) the amount of such over- 
payment for such quarter shall be an amount determined by 
multiplying 1 cent (where tax was paid at the 3-cent rate) or 
2 cents (where tax was paid at the 4-cent rate) for each gallon 
of liquid so used by the percentage which such person’s tax- 
exempt passenger fare revenue (as defined in section 6421 
(d)(2)) derived from such scheduled service during such 
quarter was of his total passenger fare revenue (not including 
the tax imposed by section 4261, relating to the tax on trans- 
portation of persons) derived from such scheduled service 
during such quarter: 
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(1) in the case of a liquid in respect of which tax was paid 
under section 4041(a)(1) at the rate of 3 cents or 4 cents a 
gallon, used or resold for use as a fuel in a diesel-powered 
highway vehicle (i) which (at the time of such use or resale) 
is not registered, and is not required to be registered, for 
highway use under the laws of any State or foreign country, 
or (ii) which, in the case of a diesel-powered highway vehicle 
owned by the United States, is not used on the highway; 
except that the amount of any overpayment by reason of 
this subparagraph shall not exceed an amount computed at 
the rate of 1 cent a gallon where tax was paid at the 3-cent 
rate or at the rate of 2 cents a gallon where tax was paid at the 
4-cent rate; 

(J) in the ease of a liquid in respect of which tax was paid 
under section 4041(b)(1) at the rate of 3 cents or 4 cents a 
gallon, used or resold for use otherwise than as a fuel for the 
propulsion of a highway vehicle (i) which (at the time of 
such use or resale) is registered, or is required to be registered, 
for highway use under the laws of any State or foreign 
country, or (ii) which, in the case of a highway vehicle owned 
by the United States, is used on the highway; except that 
the amount of any overpayment by reason of this subpara- 
graph shall not exceed an amount computed at the rate of 
1 cent a gallon where tax was paid at the 3-cent rate or at the 
rate of 2 cents a gallon where tax was paid at the 4-cent rate; 

(K) in the case of any article taxable under section 4061 (b) 
(other than spark plugs and storage batteries), used or sold 
for use as repair or replacement parts or accessories, for farm 
equipment (other than equipment taxable under section 
4061(a)); 

(L) in the case of tread rubber in respect of which tax was 
paid under section 4071 (a) (4), used or sold for use otherwise 
than in the recapping or retreading of tires of the type used 
on highway vehicles (as defined in section 4072(c)), unless 
credit or refund of such tax is allowable under subsection 
(b) (3) ; 

(M) in the case of gasoline, used or sold for use in produc- 
tion of special motor fuels referred to in section 4041 (b) ; 

(N) in the case of lubricating oil, used or sold for non- 
lubricating purposes; 

(O) in the case of lubricating oil in respect of which tax 
was paid at the rate of 6 cents a gallon, used or sold for use 
as cutting oils (within the meaning of section 4092(b)); 
except that the amount of such overpayment shall not 
exceed an amount computed at the rate of 3 cents a gallon; 

(P) in the case of any musical instrument taxable under 
section 4151, sold to a religious institution for exclusively 
religious purposes; 

(Q) in the case of unexposed motion picture film, used or 
sold for use in the making of newsreel motion picture film. 

* ~ * ° = 7 
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SEC. 6421. GASOLINE USED FOR CERTAIN NONHIGHWAY PURPOSES 

OR BY LOCAL TRANSIT SYSTEMS. 

(a) Nonuignoway Uses.—lIi gasoline is used otherwise than as a 
fuel in a highway vehicle (1) which (at the time of such use) is reg- 
istered, or is required to be registered, for highway use under the laws 
of any State or foreign country, or (2) which, in the case of a highway 
vehicle owned by the United States, is used on the highway, the 
Secretary or iis delegate shall pay (without interest) to the ultimate 
purchaser of such gasoline an amount equal to 1 eent for each gallon 
of gasoline so used on which tar was paid at the rate of 3 cents a gallon 
and 2 cents for each gallon of gasoline so used on which tax was paid 
at the rate of 4 cents a gallon. 

(b) Locat Transit SysTeMs.— 

(1) Atnowance.—If gasoline is used during any calendar 
quarter in vehicles while engaged in furnishing scheduled com- 
mon carrier public passenger land transportation service along 
regular routes, the Secretary or his delegate shall, subject to the 
provisions of paragraph (2), pay (without interest) to the ulti- 
mate purchaser of such gasoline the amount determined by 
multiplying— 

(A) 1 cent for each gallon of gasoline so used on which 
tax was paid at the rate of 3 cents a gallon and 2 cents for each 
gallon of gasoline so used on which tax was paid at the rate of 
4 cents a gallon, by 

(B) the percentage which the ultimate purchaser’s tax- 
exempt passenger fare revenue derived from such scheduled 
service during such quarter was of his total passenger fare 
revenue (not including the tax imposed by section 4261, 
relating to the tax on transportation of persons) derived 
from such scheduled service during such quarter. 

(2) Limrration.—Paragraph (1) shall apply in respect of gaso- 
line used during any calendar quarter only if at least 60 percent 
of the total passenger fare revenue (not including the tax imposed 
by section 4261, relating to the tax on transportation of persons) 
derived during such quarter from scheduled service described in 
paragraph (1) by the person filing the claim was attributable to 
tax-exempt passenger fare revenue derived during such quarter 
by such person from such scheduled service. 
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MINORITY VIEWS 


The bill, H.R. 8678, is deficient in the following respects: 

(1) It fails to provide for the prompt payment to the several 
States of the full amounts which the Federal Government is 
already obligated to pay. 

(2) It fails to provide for the continuation of construction of 
the National System of Interstate and Defense Highways at an 
annual rate which will permit completion of this program in 
accordance with the schedule set forth in the Highway Act 
of 1956. 

(3) It imposes an inequitable and unjustified tax burden on 
highway users who are already paying direct excise taxes sub- 
stantially in excess of the cost of the Federal-aid highway program. 
The 1-cent additional sales tax on each gallon of gasoline, as 
imposed by the bill, will produce revenues in fiscal 1960 in the amount 
of $333 million. This will fall short by approximately $160 million 
of providing sufficient funds for payment to the States of vouchers 
expected to become due and payable prior to July 1, 1960. The 
administration proposes, according to testimony before the committee, 
to meet this problem by deferring payment beyond the due date— 
in other words, by default on the part of the Federal Government to 
the extent of $160 million, at the expense of the States. 

The act of 1956 provides that a National System of Interstate and 
Defense Highways be constructed by 1972 to design standards ade- 
quate to meet the traffic needs in 1975. This cannot be accomplished 
if annual apportionments fall below the level of $2.5 billion now au- 
thorized for fiscal 1961. H.R. 8678 would permit the apportionment 
for fiscal 1961 of only $1.8 billion and only $2 billion for fiscal 1962. 
Moreover, administration witnesses testified that these amounts will 
be subjected to further stretchout by the exercise of administrative 
discretion under a procedure described as “contract control,” a pro- 
cedure the legal authority for which was not satisfactorily explained. 

The bill does not provide assurance that apportionments for the 
Interstate System in any amount whatever can be made for fiscal 1963. 
It proposes a stretchout in this program, which is essential both from 
the standpoint of defense and a the standpoint of our economy, 
which would delay completion of the program until after 1975, thus 
making the system obsolete before it is completed. 

The “solution” to the highway problem proposed by H.R. 8678 
is not only inadequate, it is also grossly inequitable. Highway users 
will pay to the Federal Government in this fiscal year in excise taxes 
already levied an amount which will exceed by $1.6 billion the amount 
which will be devoted to the highway program. In addition they 
pay all other taxes paid by taxpayers generally. Yet it is now pro- 
posed that an additional sales tax of 1 cent per gallon be levied on 
each gallon of gasoline sold. State and Federal taxes on gasoline, 
an essential commodity, already, in many States, equal the cost of 
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the fuel at the refinery, thus making a tax of 100 percent on manu- 
factured cost. No other commodity essential to our economy is 
taxed so heavily. Justification for the proposed increased levy, on 
either economic or equitable grounds, is wholly lacking. If addi- 
tional sources of revenue for the Federal Government must be found, 
no valid reason has been advanced for selecting the already dispro- 
portionately burdened highway user as the sole source from which 
it can be obtained. 

Our highway program must be continued in accordance with the 
time schedule set forth in the Highway Act of 1956 and in accordance 
with the specific declaration of policy in that act. These highways, 
when constructed, will benefit the entire economy and will contribute 
to national defense. Highway users are by no means the sole bene- 
ficiary of the program. ‘They are already paying more than the cost 
of the program. They should not be further penalized under threat 
of collapse of the program, to the detriment of the entire economy. 


ALBERT GORE. 
Russevu B. Lona. 
EvuGene J. McCarrzy. 


8. Rept. 908 





INDIVIDUAL VIEWS OF SENATOR DOUGLAS ON THE BILL 
H.R. 8678 


I concur in most of the statements of fact contained in the minor- 
ity views. 

I favor the substitution of a repeal of the 4-percent dividend tax 
credit for the proposed 1-cent increase in the gasoline tax. If this 
fails, | favor the rescission of general appropriation bills by 1 percent, 
excluding those programs for which the full amount appropriated is 
required by law to be paid. I would prefer a gasoline tax increase of 
one-half cent per gallon over an increase of 1 cent. 

The bill as reported, is, in my view, of questionable justification. 

Paut H. Dovetas. 
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AMENDING THE MINING LAWS OF THE UNITED STATES 
TO PROVIDE FOR THE INCLUSION OF CERTAIN NON- 
MINERAL LANDS IN PATENTS TO PLACER CLAIMS 












SEPTEMBER 4 (legislative day, Aucust 31), 1959.—Ordered to be printed 


Mr. Brsie, from the Committee on Interior and Insular Affairs, 
subinitted the following 


REPORT 


[To accompany 8. 2033! 















The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 2033) to amend the mining laws of the United 
States to provide for the inclusion of certain nonmineral lands in 
patents to placer claims, having considered the same report favorably 
thereon with amendments and recommend that the bill as amended 
do pass, 

BACKGROUND 




















When the mining law of May 10, 1872, was enacted, it provided for 
the location of nonmineral lands for millsites in conjunction with lode 
claims, but there was no comparable provision for the location of mill- 
sites in conjunction with placer claims. The failure to include provi- 
sions for location of millsites in connection with placer claims at that 
time was probably due to the fact that placer mining was then chiefly 
devoted to the removal of gold from alluvial gravels. Such removal 
involved a relatively simple operation of washing and separating the 
heavier gold particles from the lighter unconsolidated stream gravel. 
In conjunction with this operation, there was no need for extensive 
buildings, complex machinery, or permanent improvements, such as 
storage facilities, ete. 

However, placer operations of that type scarcely exist today, as the 
mining of gold in the United States has Couaia largely a lost art and, 
placer mining is now primarily concerned with the production of non- 
metallic minerals for industrial purposes, such as gypsum, limestone, 
quartzite, bentonite, and related clay minerals and building materials. 

hese minerals generally require substantial plants for their processing, 
aid the investment in the necessary installations often involves mil- 
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lions of dollars. Under the restrictions of the present law, the holder 
of a placer claim often experiences great difficulty in obtaining non- 
mineral lands for the milling, processing, or beneficiation of his min- 
erals. S. 2033 thus would answer a pressing need in the mining 
industry as it now exists on the public domain. 


THE AMENDMENTS 


Four amendments were adopted by the committee, all suggested 
by the Department of the Interior in its report on the bill. Two are 
technical and clarifing. They are: 

(1) On line 7, page 1, the word “‘needed”’ is substituted for the words 
“used or occupied’’. 

(2) On line 10, page 1, and continuing on line 1, page 2, the words 
‘and is used or occupied by the proprietor for such purposes” are 
inserted. 

Neither of these two amendments in any way change the substance 
of the bill as originally introduced. 

(3) On line 5, page 2, the word “ten” was stricken and the word 
“five” inserted in lieu thereof. The purpose of this amendment is 
to restrict the area of a millsite in conjunction with a placer claim to 
5 acres of land to make it conform with the allowable millsite acreage 
for lode claims which has been the statutory requirement since 1872. 

(4) On lines 5 and 6, page 2, the words “for each individual claim- 
ant” were stricken so as to impose a limit of one 5-acre millsite in any 
individual case preventing the location of a series of 5-acre millsites 
in cases where a single claim is jointly owned by several persons. 


’ 


RECOMMENDATIONS 


In essence, S. 2033 merely grants to holders of placer claims the same 
rights to locate a 5-acre millsite as has been the case since 1872 in 
respect to holders of lode claims, and the committee unanimously 
urges enactment. No appropriation is required. 


DEPARTMENTAL REPORTS 


The reports of the Department of the Interior and the Bureau of 
the Budget are set forth as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., July 20, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 

Dear Senator Murray: This is in reply to your request for the 
views of this Department on S. 2033, a bill to amend the mining laws 
of the United States to provide for the inclusion of certain nonmineral 
lands in patents to placer claims. 

We recommend that S. 2033 be enacted, if amended as suggested 
below. 

Section 2337 of the Revised Statutes (30 U.S.C. 42) provides that 
the proprietor of a mineral vein or lode may obtain a patent to nob 
more than 5 acres of nonmineral land not contiguous to that vein oF 
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lode for mining or milling purposes. Similar opportunity is granted 
by section 2337 to the owner of a quartz mill or reduction works. 
S. 2033 would add a new subsection (b) to section 2337 which would 
permit nonmineral land used by the proprietor of a placer claim for 
mining, milling, processing, beneficiation, or other operations in 
connection with that claim to be included in his application for 
patent. The land so used would be subject to patenting under the 
same provisions as the placer claim. The amount of nonmineral 
land which could be located under the new subsection would be 
limited to 10 acres for each individual claimant and payment for the 
land would be at the rate applicable to placer claims which do not 
include a vein or lode. 

When the mining law of May 10, 1872, was enacted, it provided 
for the location of nonmineral lands for millsites in conjunction with 
lode claims, but there was no comparable provision made for the loca- 
tion of millsites in conjunction with placer claims. Consequently, 
this Department has held that a millsite on nomineral land may not 
be located in conjunction with a placer claim. We do not know why 
this distinction was drawn in 1872, but we assume that at that time 
there appeared to be no need for the location of nonmineral land in 
connection with placer claims. Placer mining was then chiefly de- 
voted to the removal of gold from alluvial gravels; this involved a 
relatively simple operation of washing and separating the heavier 
gold particles from the lighter unconsolidated stream gravel. In con- 
junction with this operation, there was no need for extensive build- 
ings, complex machinery, or permanent improvements. However, 
placer operations of that type scarcely exist today, and placer mining 
is now primarily concerned with the production of nonmetallic min- 
erals for industrial purposes, such as gypsum, limestone, quartzite, 
bentonite, and related clay minerals and building materials. These 
minerals generally require substantial plants for their processing, and 
the investment in the necessary installations often involves millions 
of dollars. Under the restrictions of the present law, the holder of 
a placer claim often experiences great difficulty in obtaining non- 
mineral lands for the milling, processing, or beneficiation of his min- 
erals. S. 2033 thus would answer a pressing need in the mining 
industry as it now exists on the public domain. 

However, S. 2033 does require amendment. As it is written, it 
would permit the location of nonmineral land to the extent of “‘ten 
acres for each individual claimant”. The acreage permitted under 
section 2337 as it now exists is limited to 5 acres, and we do not see 
the need for permitting the location of greater nonmineral land acre- 
age for placer claims than for the other types of mining claims. More- 
over, permitting the location of 10 acres ‘for each individual claimant” 
would be most undesirable since it would permit a number of individual 
claimants to band together to receive far more than 10 acres at one 
site. Accordingly, we recommend that the bill be amended at page 2, 
line 4, by the deletion of the word “ten” and the substitution therefor 
of the word “‘five’’, and by the deletion of the words “for each individual 
claimant”’. 

Then, too, while, as we have pointed out above, there is often 
today a need for the use of nonmineral land for mining, milling, and 
other purposes in conjunction with a placer claim, this is not always 
true, and placer claims sometimes afford adequate space within their 
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own limits for the carrying out of such functions. We think that the 
aim of S. 2033 would still be achieved and the Government’s interests 
would also be protected if the words “used or occupied” at page 1, 
line 7, were replaced by the word “needed’’. At page 1, line 10, im- 
mediately after the comma should be inserted “and is used or occupied 
by the proprietor for such purposes’. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


Executive OFrFicE OF THE PRESIDENT, 
BureEAv OF THE BupcGeEt, 
Washington, D.C., July 16, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
New Senate Office Building, Washington, D.C. 

My Dear Mr. CuatrMan: This is in response to your request for 
the views of the Bureau of the Budget with respect to S. 2033, a bill 
to amend the mining laws of the United States to provide for the 
inclusion of certain nonmineral lands in patents to placer claims. 

The Secretary of the Interior, in his report to your committee on 
this bill, recommends several amendments in which the Bureau 
concurs. 

Accordingly, there would be no objection to the enactment of 


S. 2033 if amended as suggested by the Secretary. 
Sincerely yours, 


(Signed) Puiturp S. Huauss, 
Assistant Director for Legislative Reference. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, S. 2033, 
as reported, are shown as follows (new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 


Revisep Statutes, Section 2337 (17 Stat. 96; 30 U.S.C. 42) 


Sec. 2337. (a) Where nonmineral land not contiguous to the vein 
or lode is used or occupied by the proprietor of such vein or lode for 
mining or milling purposes, such nonadjacent surface ground may be 
embraced and included in an application for a patent for such vein or 
lode, and the same may be patented therewith, subject to the same 
preliminary requirements as to survey and notice as are applicable to 
veins or lodes; but no location made of such nonadjacent land shall 
exceed five acres, and payment for the same must be made at the same 
rate as fixed by this chapter for the superficies of the lode. The owner 
of a quartz mill or reduction works, not owning a mine in connection 
therewith, may also receive a patent for his millsite, as provided m 
this section. 
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' (6) Where nonmineral land is needed by the proprietor of a placer 
claim for mining, milling, processing, beneficiation, or other operations 
in connection with such claim, and is used or occupied by the proprietor 
for such purposes, such land may be included in an application for a 
patent for such claim, and may be patented therewith subject to the same 
requirements as to survey and notice as are applicable to placers. No 
location made of such nonmineral land shall exceed five acres and pay- 
ment for the same shall be made at the rate applicable to placer claims 
which do not include a vein or lode. 
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OBSERVANCE OF AN INTERNATIONAL PUBLIC HEALTH 
AND MEDICAL RESEARCH YEAR 


SEPTEMBER 4 (legislative day, Auaust 31), 1959.—Ordered to be printed 


Mr. Humpureey, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany S. Res. 129] 


The Committee on Foreign Relations, having had under con- 
sideration Senate Resolution 129, requesting the President to continue 
USS. initiative toward international cooperation in the field of health 
and to promote observance of an International Public Health and 
Medical Research Year, report the resolution favorably with amend- 
ments and recommend that it be passed by the Senate. 

This resolution was introduced on June 5, 1959, by Mr. Humphrey 
for himself and 30 cosponsors. It recalls that the Senate, through 
Senate Resolution 361 of the 85th Congress, invited the President 
to explore the possibility of an International Health and Medical 
Research Year, and that the concept of such a vear was fully sup- 
ported by the United Nations General Assembly and referred to 
the 12th World Health Assembly. The latter was forced to postpone 
action for such reasons as existing heavy commitments in the health 
field by members and the need for more time for preparation. How- 
ever, the Assembly asked that specific plans be prepared for recon- 
sideration of the issue at the next Asse mbly meeting in May 1960. 
The pending resolution would reaffirm U.S. support for maximum 
efforts toward expansion of international cooperation to improve 
health. 

There is much enthusiasm among the American people for the 
concept embodied in this resolution. ‘The comments of the executive 
branch have not as yet been received, but the committee knows of no 
Opposition in any quarter. The amendments made by the com- 
mittee are merely technical ones, which are self-explanatory in 
character. 

Believing that U.S. initiative in the world health field should be 
maintained, the Committee on Foreign Relations recommends that 
the Senate approve this resolution. 


O 
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86TH CONGRESS ; SENATE Report 
1st Session No. 906 


PROVIDING FOR THE REINSTATEMENT AND VALIDA- 
TION OF U.S. OIL AND GAS LEASE BLM 028500 


SeEpTeEMBER 4 (legislative day Avucust 31, 1959).—Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 8437] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H.R. 8437) to provide for the reinstatement and 
validation of U.S. oil and gas lease BLM 028500, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 

PURPOSE 


H.R. 8437 will reinstate an oil and gas lease, BLM 028500, if the 
lessees, within the time prescribed by the measure, tender payments 
to make up deficiencies in rental payments for 1958 and 1959 and if 
there are no intervening rights of third parties that would be adversely 
affected. The committee is advised that there are no intervening 
rights. 

NEED 


Oil and gas lease BLM 028500, affecting certain public lands in the 
State of Oklahoma, apparently terminated by operation of law on 
February 1, 1958, because the lessees failed to pay in full on or before 
that date the rent due for the year then beginning. It has been estab- 
lished to the satisfaction of the committee that this failure arose, in 
large part, from an error in the bill sent to the lessees by a local officer 
of the Bureau of Land Management. The amount billed was $56 
when it should have been $80. The lessees paid in full the amount 
billed to them by the Bureau of Land Management. 

A similar error occurred in connection with the billing and rental 
payment for the lease year beginning February 1, 1959. 

In a case like this where the rights or interests of third parties are 
not affected and no public detriment is involved and where there has 
been no undue lapse of time in seeking relief the committee believes 
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that hardships resulting from the errors or omissions of Government 
officers can properly be alleviated. 

Reinstatement of lease BLM 028500 will permit the exploration or 
development of oil and gas to be continued on the leased lands by the 
former lessees and will allow the lease rentals to be collected and the 
collected funds to be credited in the Treasury. 


COST 


The enactment of H.R. 8437 will involve no appreciable cost to the 
Government. 
DEPARTMENTAL RECOMMENDATION 


A “no objection” report from the Department of the Interior follows: 


U.S. DepaRTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., August 21, 1959. 
Hon. Wayne N. AsprInatu, 
Chairman, Committee on Interior and Insular Affairs, 
House of Re ae" sentatives, Washington, D.C. 

Dear Mr. Aspinauu: This is in reply to your request for the views 
of this Department on H.R. 8437, a bill to provide for the reinstate- 
ment and validation of U.S. oil and gas lease BLM 028500. 

We would not object to the enactment of H.R. 8437 

This bill would provide that the oil and gas lease No. BLM 028500, 
dated February 1, 1952, would not be held to have been terminated 
by operation of law for the payment of the incorrect amount of rental 
for 1958 and 1959, but would be held in full force and effect if the 
lessees tendered payment of rental within a specified period and if 
no third parties hed in the meantime acquired intervening rights. The 
period specified ior the tender of payment would be 30 days after the 
receipt of notice from the Seeretary of the Interior of the correct 
amount due; the Secretary in turn would be required to give this 
notice to the lessees within 30 days of the date of approval of H.R. 
8437. 

The terms of the lease required the payment of an annual rental of 
$1 per acre for the entire lezsehold. However, the Bureau of Land 
Management of this Department erred in sending out its customary 
notice of the amount of rental due, billing the lessee $1 per acre for 
21.77 acres and 50 cents per acre for 47.35 acres. The lessee paid 
the amount charged. The error in billing was found after the lease- 
hold had been determined to be in a producing status because of a 
productive well under a communitization agreement involving part of 
this leasehold. The rental on land in a producing status is $1 per 
acre. 

A lessee is charged with full responsibility for the payment of 
annual rentals on his leasehold. However, to rely on the notice sent 
out by the Bureau was a natural action, and the lessee did pay the 
amount billed. Consequently, we would not object to H.R. 8437 
which would give the lessee a second chance to make proper payment. 

The State supervisor of the Bureau of Land Management’s New 
Mexico office has reported that as of July 31 ‘“‘No offers have been 
filed for any of the lands within the leasehold, nor has any action 
been taken to effect termination of the lease on the records.’ 
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The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 
Sincerely yours, 


Roger Ernst, 
Assistant Secretary of the Interior. 


COMMITTEE RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends the 
enactment of H.R. 8437. 
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The Committee on the Judiciary, to which was referred the reso- 
lution (H.J. Res. 403), granting consent of Congress to a compact 
entered into between the State of New York and the State of New 
Jersey for the creation of the New York-New Jersey Transportation 
Agency, having considered the same, reports favorably thereon with 
amendments and recommends that the bill, as amended, do pass. 


AMENDMENTS 





1. Page 19, lines 11 and 12, strike out ‘“‘(b) The consent of Congress 
granted under this resolution shall terminate not later than June 30, 
1961.” and insert in lieu thereof the following: 


(b) Any long-range plan, when adopted by concurrent 
legislation of the compacting States, shall be submitted to 
Congress for its consent before such long-range plan becomes 
effective. 


2. Page 19, lines 13 through 16, strike out ‘“(c) All ‘concurrent 
legislation’ amending or supplementing this compact, as that term 
is defined and understood in the compact shall be submitted to 
Congress for its consent before such legislation becomes effective.” 
and insert in lieu thereof the following: 

(c) Any concurrent legislation enacted by the compacting 
States amending or supplementing this compact shall be 
submitted to Congress for its consent before such legislation 
becomes effective, except that this subsection shall not apply 
to article 4.6 of this compact. 
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PURPOSE OF AMENDMENTS 


The language of the proposed amendment is designed to make the 
compact more workable and to assure that any substantive long-range 
plan agreed to by the compact members shall be submitted to the 
Congress before such time as such long-range plan shall become 
effective. The compact States, under the amendments, are allowed 
to make interim plans without reference to the Congress in order that 
the purpose and objectives of the compact may be fulfilled. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to grant 
the consent of the Congress to an interstate compact entered into 
between the States of New York and New Jersey relating to the crea- 
tion of the New York-New Jersey Transportation Agency. It will be 
noted that these two States are the only ones subject to this legislation. 


STATEMENT 


The State of New York has approved the compact, through its 
legislature, being chapter 420 of the Laws of New York of 1959, and 
the State of New Jersey has done likewise, as reflected in chapter 13 of 
the Laws of New Jersey of 1959, as amended by chapter 24 of the Laws 
of New Jersey of 1959. Copies of these laws are contained in the 
committee file and are not made a part of this report for the reason 
that the entire compact is set forth in House Joint Resolution 403, 

The following agencies and departments have rendered reports on 
Senate Joint Resolution 96, a companion measure to House Joint 
Resolution 403: The Interstate Commerce Commission, the Depart- 
ment of Justice, and the Department of the Interior. Copies of these 
reports are attached hereto and made a part hereof. 

The Department of the Interior declines to comment with respect to 
the merits of the provisions of the resolution, on the theory that the 
resolution does not appear to relate to any matter within the juris- 
diction of that Department. 

The Department of Justice in its report indicates that the legislation 
is not a matter for which the Department of Justice has primary 
responsibility and makes no recommendation with reference to the 
adoption of the resolution. It, however, adverts to the point that 
the committee may wish to consider the addition of a proviso to the 
effect that any future changes in the compact would require the 
further consent of the Congress. 

The Interstate Commerce Commission in its report views the com- 
pact as a step in the right direction, but also adverts to the same 
consideration raised by the Department of Justice. 

The committee has reviewed these reports and believes that the 
amendment as set forth in section 2 thereof provides the proper 
method by which the Government is protected and yet the members 
of the compact are not so restricted as to hinder the objectives and 
aims therein contained. 

The amendments proposed by the committee will allow the 
compacting States to enter into interim plans as provided in the 
compact without further reference to the Congress, but provide that 
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any long-range plan must be submitted to the Congress. The com- 
mittee desires to make it very clear at this point that the substance 
or effect of the plan is controlling, and that even though an interim 
plan or plans may be so labeled, that if it or they shall actually result 
or be actually in fact a long-range plan, submission to the Congress is 
required. 

As set forth in the House report, the facts surrounding the need 
for this compact are as follows: 

In 1958, after the completion of a study by the Metropolitan Rapid 
Transit Commission, an agency of the State of New York and the 
State of New Jersey, New York enacted legislation to create a bistate 
regional body to initiate a practical plan which could be put into effect. 
The State of New Jersey enacted a variation of the legislation, chapter 
13 of the Laws of New Jersey of 1959. The New York Legislature 
adopted a variation of the New Jersey proposal, chapter 420 of the 
Laws of New York of 1959. That legislation was signed into law on 
April 15, 1959. ‘The State of New Jersey subsequently adopted the 
necessary conforming amendments on May 4, 1959, and they were 
signed the same day. 

The problem of dealing with the difficulties of moving large numbers 
of persons between New York and New Jersey during the peak 
commuter hours has been the object of study by a number of groups 
over a period of years. Some of the proposals resulting from those 
studies have failed to move forward because they had tended to be 
too ambitious and expensive. 

While metropolitan commutation problems are primarily a matter 
of local responsibility and concern, New York-New Jersey commuta- 
tion is an interstate matter which neither State can effectively deal 
with alone. Accordingly, the compact for the new bistate transpor- 
tation agency has been enacted by the legislatures of both of the 
States, and the nature of the compact is such that the consent of 
Congress is necessary. 

The compact would create an interstate agency to serve as a public 
agency of the States of New York and New Jersey in dealing with 
matters affecting public mass transit within and between the two 
States. The agency is to be known as the New York-New Jersey 
Transportation Agency. It is to be composed of two members, one 
designated by the Governor of each State by and with the advice 
and consent of the senate of such State unless otherwise provided by 
the laws of the State for which the member is designated. Each of 
the two members is to be an official of his respective State “whose 
official duties within the State include the duty of dealing with trans- 
portation problems.” 

The transportation agency is to act by resolution concurred in by 
each member, but subject to the right of veto by each Governor. 

The agency is charged with the preparation of both “an interim” 
and a “long range’”’ plan for submission to the respective Governors 
and legislatures of the two States to establish arrangements for the 
“preservation, coordination, consolidation, integration, and improve- 
ment of transportation facilities and services.” 

The agency will have no power to pledge the credit of either New 
York or New Jersey or to impose any obligation upon either State 
or political subdivision without further legislation. The compact 
terminates the existence of the Metropolitan Rapid Transit Com- 
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mission which was created in 1954, and all of its records and files are 
to be turned over to the new transportation agency. The new agency 
shall exist until June 30, 1961, but the duration of its existence may be 
continued thereafter as provided for in concurrent legislation. 

After a study of this matter, together with the documents which 
have been submitted to the committee, it is the opinion of the com- 
mittee that New York-New Jersey commutation is an interstate 
matter which neither State can effectively deal with alone. It be- 
comes apparent that the problem is one which can be alleviated and 
taken care of by the joint action of the States of New York and New 
Jersey. The committee believes that the objectives and aims of this 
compact are meritorious and that the consent of the Congress should 
be given to the compact. It is, therefore, recommended that the 


resolution, House Joint Resolution 403, as amended, be considered 
favorably. 


INTERSTATE COMMERCE CoMMISSION, 
Washington, D.C., June 26, 1959. 
Hon. James O. EastLanp, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 


Dear CHAIRMAN EastiaNnp: Your letter of May 28, 1959, ad- 
dressed to former Chairman Owen Clarke, and requesting a report on 
Senate Joint Resolution 96, introduced by Senator Javits (for himself 
and three other Senators), granting consent of Congress to a compact 
entered into between the State of New York and the State of New 
Jersey for the creation of the New York-New Jersey Transportation 
Agency, has been referred to our Committee on Legislation. After 
consideration by that committee, I am authorized to submit the follow- 
ing comments in its behalf. 

The purpose of the New York-New Jersey Transportation Agency 
Compact is to develop and execute an interim plan for the coordinated 
and integrated use of existing transit facilities, as well as to prepare a 
long-range plan for a more permanent resolution of the critical trans- 
Hudson commutation problem of which the Congress and the Com- 
mission are aware. 

We view the compact as a step in the right direction. As the Senate 
Subcommittee on Surface Transportation noted in its report of April 
30, 1958, on Problems of the Railroads (p. 5), since the solution which 
may be found for this problem is essentially local, it is desirable to 
leave to the local government agencies involved the job of seeking 
solutions specifically tailored to their particular problems. Also see 
page 11 of the report of the House Committee on Interstate and 
Foreign Commerce, dated June 18, 1958, on H.R. 12832. Since most 
of the commuter transportation involved is interstate commerce 
between New York and New Jersey, we wish to emphasize our under- 
standing that neither the consent of Congress to the compact, nor any 
action taken pursuant to the compact, would affect the application of 
the Interstate Commerce Act to the carriers involved. 

We invite your attention to two provisions of the compact concern- 
ing which there may be some question. The sense of the compact is 
that the agency is to formulate plans and undertake the execution of 
those plans through negotiation and agreement. But article 3, para- 
graph 3.5 contains the following provision (p. 10, lines 6-11): 
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“‘(d) Any such interim plan shall also set forth any provisions con- 
sidered necessary by way of amendment of or anabiaenth to this 
compact in order to effectuate such plan, so that concurrent legislation 
for that purpose may be adopted. Any such concurrent legislation 
shall be sufficient to accomplish such amendment or supplement.” 

And article 3, paragraph 3.7 (p. 15, lines 12-14) provides: 

“i) The transportation agency shall have such additional powers 
and duties as may be provided. by concurrent legislation hereafter 
adopted.” 

These provisions might well be construed to permit material changes 
in the functions of the agency, such as to one of regulation, without 
further approval of the Congress. We submit that special considera- 
tion should be given to these provisions in order to avoid the possi- 
bility of future dispute as to their meaning. 

We enclose for your information a copy of the Commission’s report 
dated May 18, 1959, in docket No. 31954, Railroad Passenger Train 


Deficit, which discusses the commuter problem at pages 71-81, 99-100, 
100-102, and 104-106. 


Respectfully submitted. 
Kennetu H. Tuce3e, 
Chairman, Committee on Legislation. 
Kennets H. Tuaaur. 
ANTHONY ARPAIA, 
Howarp FRkeas. 


DEPARTMENT OF JUSTICE, 
Orrice oF THE Deputy ArroRNEY GENERAL, 
Washington, D.C., July 9, 1959. 
Hon. James O. Easrnanp, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 

Dear Senator: This is in response to your request for the views 
of the Department of Justice concerning the resolution (S.J. Res. 96) 
granting consent of Congress to a compact entered into between the 
State of New York and the State of New Jersey for the creation of 
the New York-New Jersey Transportation Agency. 

The resolution would grant the consent of Congress to a compact 
entered into between New York and New Jersey for the creation of 
the New York-New Jersey Transportation Agency. The compact is 
for the development and execution of interim plans and the prepara- 
tion of a long-range plan to deal with the problems of mass transit 
systems for the transporta ition by common carrier to or across the 
Hudson River. The bi-State agency would be concerned primarily 
with the transportation of commuters interstate by common carrier 
and sec -ondarily with the transportation of commuters intrastate and 
of all other persons interstate and intrastate. 

The subjec t of this legislation is not a matter for which the Depart- 
ment of Justice has primary responsibility and accordingly we make no 
recommendation as to the adoption of the resolution. However, 
there are several provisions of the compact to which attention is 
invited. 

Section 3.5(d) and section 4.7 of the compact provide that amend- 
ments and supplements thereto may be adopted and accomplished by 
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concurrent legislation adopted by the two States. Since the resolution 
gives the consent of Congress to each and every part of the compact, 
such consent might be interpreted as authorizing future changes in 
the compact without securing the further consent of Congress. In 
these circumstances the committee may wish to consider the addition 
of a proviso to the effect that any future changes in the compact will 
require the further consent of the Congress. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 
LAWRENCE E. WALSH, 
Deputy Attorney General. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., June 6, 1959. 
Hon. James O. EASTLAND, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 


Dear SENATOR EastTLAND: This is in response to your request for 
a report on Senate Joint Resolution 96, a joint resolution granting 
consent of Congress to a compact entered into between the State of 
New York and the State of New Jersey for the creation of the New 
York-New Jersey Transportation Agency. 

The resolution does not appear to relate to any matter within the 
jurisdiction of this Department or to affect any matter upon which the 
Department would be in a position to give helpful information or 
advice. Accordingly, this Department has no comment to offer with 
respect to the merit of the purpose or provisions of the resolution. 

We greatly appreciate your bringing this matter to our attention, 
and welcome the opportunity to submit recommendations on any 
measure where the activities of the Department may possibly be 
involved, or where its experience may possibly be of value. 

Sincerely yours, 
D. Oris BrAstey, 
Administrative Assistant, Secretary of the Interior. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, D.C., September 3, 1959. 
Hon. James QO. EAstTLanp, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 


Dear Senator: This is in response to the request of your staff for 
our comment on the amendments set forth on page 19 of the Confi- 
dential Subcommittee Print No. 2 (H.J. Res. 403) proposed to be 
made to subsections (b) and (c) of section 2 of the joint resolution as 
passed by the House. 

These amendments have been drafted, I understand, to meet the 
suggestion made in my report to you of July 9, 1959, on the companion 
joint resolution, Senate Joint Resolution 96, involving section 3.5(d) 
and section 4.7 of the compact which is the subject of this legislation. 
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The Department has no objection to the language of these amend- 
ments. 
Sincerely yours, 
LAWRENCE E. Watsa, 
Deputy Attorney General. 


INTERSTATE COMMERCE CoMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington, D.C., August 31, 1959. 
Hon. Jonn A. Carro.u, 
Chairman, Special Subcommittee on House Joint Resolution 403, Com- 
mittee on the Judiciary, U.S. Senate, Washington, D.C. 

Dear CuHatrMAN Carrouu: This is in response to the telephonic 
request of Mr. George 8. Green, professional staff member, Committee 
on the Judiciary, on August 28, 1959, for a report on House Joint 
Resolution 403, granting consent of Congress to a compact entered 
into between the State of New York and the State of New Jersey 
for the creation of the New York-New Jersey Transportation Agency. 
House Joint Resolution 403, which is a companion measure to Senate 
Joint Resolution 96, upon which we submitted comments on June 
26, 1959, has been referred to our Committee on Legislation. After 
consideration by that Committee I am authorized to submit the 
following comments in its behalf: 

[n our report of June 26, 1959, we suggested that article 3, paragraph 
3.5, subparagraph (d), and paragraph 3.7, subparagraph (i) might be 
construed to permit material changes in the functions of the agency, 
such as to one of regulation, without further approval of the Congress. 
We have been telephonically advised that it is proposed to amend 
House Joint Resolution 403 by adding, after subsection (a) of section 
2. the following: 

“(b) Any long-range plan, as that term is understood under the 
provisions of the compact, which is adopted by concurrent legislation 
of the compacting States shall be submitted to Congress for its consent 
before such long-range plan becomes effective. 

“(¢) All ‘concurrent legislation’ amending or supplementing this 
compact, as that term is defined and understood in the compact shall 
be submitted to Congress for its consent before such legislation be- 
comes effective, except that this subsection shall not apply to article 
4.6 of this compact.” 

It appears to us that the proposed amendatory language is ade- 
quate to avoid future dispute regarding their meaning. We would 
suggest, however, for purposes of clarification, that new subsection 
(c) be changed to read as follows: 

“(c) All ‘concurrent legislation’ enacted by the compacting States 
amending or supplementing this compact, as that term is defined and 
understood in the compact shall be submitted to Congress for its 
consent before such legislation becomes effective, except that this 
subsection shall not apply to article 4.6 of this compact.” 

Newly proposed subsections (d) and (e) of section 2 would appear 
to be intended to insure that Congress is kept current in the same 
manner as the compacting States. 
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We wish to reiterate our understanding that neither the consent of 
Congress to the compact, nor any action taken pursuant to the com- 
pact, would affect the application of the Interstate Commerce Act 
to the carriers involved. It would appear that newly proposed sub- 
section (f) of section 2 makes this clear. 

With the change suggested in newly proposed subsection (c) of 
section 2 we believe House Joint Resolrtion 403 adequately meets 
the questions which we previously raised. 

Respectfully submitted. 

Joun H. WINCHELL, 
Acting Chairman, Committee on Legislation. 

Joun H. WINCHELL, 

ABE McGregor Gorr. 
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COMMUNICATIONS ACT AMENDMENTS—ASSISTING 
BOOSTER OPERATIONS 


SEPTEMBER 4 (legislative day, AuGust 31), 1959.—Ordered to be printed 


Mr. Pastore, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany S. 1886] 






The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1886) to amend the Communications Act of 1934 
with respect to community antenna television systems and certain 
rebroadcasting activities, having considered the same, report favor- 
ably thereon with amendments and recommend that the bill, as 
amended, do pass, 

PURPOSE 





The purpose of this bill is to amend (1) section 318 of the Com- 
munications Act of 1934 so as to grant the Federal Communications 
Commission discretion to waive, if the public interest, convenience, 
and necessity warrants, the statutory requirement concerning the oper- 
ation of transmitting equipment used in booster or rebroadcasting 
operations; and (2) section 319 of the Communications Act so as 
to give the Federal Communications Commission discretion if it finds 
that the public interest, convenience, and necessity will be served 
thereby, to waive the requirement of a construction permit for a 
booster that is engaged solely in rebroadcasting television signals if 
such a booster was constructed on or before the enactment of this bill. 


BACKGROUND 










During the last two Congresses, your committee has held extended 
and exhaustive hearings on the television allocations problem in an 
effort to determine what steps could be taken to promote the de- 
velopment of a nationwide, competitive television system. Through- 
out all these hearings, your committee has repeated its interest in 
roviding adequate television service to small communities—particu- 
arly those remote from large populated centers and the other oppor- 
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tunities for education and entertainment which they provide. This 
has involved consideration of such matters as satellite television sta- 
tions, community antenna systems, boosters or repeaters, translators, 
and other factors affecting the character of service available to such 
communities and the rate at which service has been extended to them. 
‘The bill herein reported is limited in its application to booster opera- 
tions or booster devices used in television rebroadcasting. 

Boosters or repeaters have been used for some years as a means of 
extending television service to small communities remote from the 
metropolitan centers where television stations have been largely 
concentrated. They are technically the simplest and apparently the 
least expensive means of achieving that end. Stripped to its barest 
essentials, a booster consists of an ordinary rooftop antenna stra- 
tegicaily located to receive a usable, though normally weak signal 
from the distant station, a shielded cable connected to a small ampli- 
fier and running to a second rooftop antenna so situated as to beam 
the signal down into the community to be served, and an available 
power supply to feed the amplifier. Such an array receives the dis- 

tant signal, amplifies it and rebraodcasts it at low power on the same 
channel. 

One of the earliest booster installations in the country and the one 
that has received the most attention from the FCC was the one serving 
Bridgeport, Wash. This community located at the site of Chief 
Joseph Dam in the gorge of the Columbia River lies some 100 miles 
from Spokane, Wash. Originally, it employed a simple array similar 
to that desc ribed above to bring ‘the signals of the Spokane stations 
in usable form down into the townsite. Similar booster installations 
now serve hundreds of landlocked areas, sparsely settled communities 
and sections that are distant from regular television stations which 
otherwise would be without television service. Such booster installa- 
tions have been made or at least the material provided by appliance 
dealers who hope to create a market for television sets. In most 
cases, however, the installations are cooperatively financed. The 
contributions are solicited, in nearly all the cases, throughout the 
community or memberships are sold in a television club in order to 
finance maintenance and operation of the system. ‘This is necessary 
because boosters do not rest on any firm financial footing since there 
is no revenue to be gained therefrom. 


NEED FOR THE LEGISLATION 


The Federal Communications Commission has from time to time 
instituted various proceedings which involve the authorization of low- 
powered television repeater or booster operations, but had not seen 
its way clear to adopt any regulations to authorize the operation of 
boosters in the very high frequency portion of the spectrum. 

Last session your committee conducted a lengthy and exhaustive 
hearing on the problem of television service for smaller communities. 
This hearing spread out over a period of 5 days in which various views 
concerning the best methods for making television service available 
in small communities were submitted for the committee’s considera- 
tion. Following the hearing, a comprehensive staff report with specific 
findings and recommendations was prepared, issued on December 26, 


1958, and forwarded to the Federal Communications Commission for 
its comments, 
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In the meantime, the Commission had under active consideration 
a proceeding concerning the authorization of low-power television 
repeater operation (docket No. 12116). Its inquiry into the impact 
of community antenna television systems, television translators, 
television satellites, and television repeaters, on the development of 
television broadcasting (docket 12443), was also being readied for 
final disposition. 

On January 5, 1959, the FCC issued its report and order in docket 
12116 in which a majority held that it would not adopt regulations 
authorizing the operation of a booster or repeater-in the VHF band- 
and released a public notice indicating that it would institute neces- 
sary legal proceedings to bring a halt to the unlicensed operation of 
boosters in the VHF band unless within 90 days the operating VHF 
boosters stated their intention to go to some other type of authorized 
television operation. It has been estimated that there were more 
than 1,000 of these VHF boosters operating at that time, particularly 
in the western part of the United States, serving thousands of people 
in sparsely settled areas and distant from any regularly operated tele- 
vision station. ‘The Congress was deluged by protests on this Com- 
mission action. 

On January 23, 1959, Senator Carroll, for himself and Senator 
Cannon, Senator Case of South Dakota, Senator Church, Senator 
Jackson, Senator McGee, Senator Moss, Senator O’ Mahoney, Senator 
Mansfield, Senator Murray, and Senator Langer, introduced Senate 
Concurrent Resolution 4 which stated: 


Whereas very high frequency television repeater or booster 
stations provide the least expensive and in many cases the 
only existing means of providing television service to many 
areas of the United States; and 

Whereas the public in areas served by such stations is 
satisfied with the service provided; and 

Whereas the replacement of such stations with other means 
of providing television service would involve considerable 
expense on the part of the public: Now, therefore, be it 

Resolved by the Senate (the House of Representatives con- 
curring), That it is the sense of the Congress that the Federal 
Communications Commission should (1) authorize the 
operation of very high frequency television booster or re- 
peater stations in all cases where the operation of such 
stations is a public convenience and necessity and where 
such operation does not actually cause objectionable inter- 
ference with other communications or does not endanger the 
public safety, and (2) modify such of its rules and orders as 
may be necessary to carry out the policy expressed in this 
resolution. 


On the same day Senator Allott, for himself and Senator Mundt, 
Senator Curtis, Senator Case of South Dakota, Senate Chavez, Sen- 
ator Hruska, and Senator Goldwater, cosponsored Senate Joint Reso- 
lution 26, as follows: 


To direct the Federal Communications Commission to 
authorize for a certain period the operation of very high fre- 
quency television booster stations, and for other purposes. 

Whereas there are many communities and farm areas 
whose people depend upon very high frequency television 
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booster stations as their only means of receiving television 
programs; and 

Whereas the terrain of many areas make the use of ultra 
high frequency translator stations impractical, if not, indeed, 
impossible, according to the opinions expressed by competent 
and qualified broadcast engineers, as well as by certain mem- 
bers of the Federal Communications Commission; and 

Whereas it is economically impossible for these communi- 
ties and farm areas to support, construct, or operate any other 
form of duly authorized television service; and 

Whereas there is ample proof that low power booster 
stations can be regulated so as to preclude interference 
with licensed television services or other services; and 

Whereas in spite of continued efforts on the part of many 
States and communities therein to obtain authorization for 
very high frequency television booster stations the Federal 
Communications Commission has over an unreasonably 
long period of time refused to grant such authorization and 
did on December 31, 1958, order the termination of the opera- 
tion of all such stations within ninety days, without, in the 
opinion of many experts in the field, adequate reason for such 
summary action: Now, therefore, be it 

Resolved by the Senate and House of Representatives of the 
United States of America in Congress assembled, That the 
Federal Communications Commission shall authorize such 
very high frequency television booster stations as were in 
operation on January 1, 1959, to continue operation until at 
least January 1, 1962, under such reasonable rules and regu- 
lations as the Commission may determine to be necessary. 

Sec. 2. The Federal Communications Commission shall 
as soon as practicable make such recommendations to the 
Congress with respect to necessary amendments to the 
Federal Communications Act as the Commission may deter- 
mine to be necessary in order to accelerate administrative 
determinations by the Commission under the provisions of 
such Act, and thereby avoid unnecessary public inconven- 
ience and expense that may result from delayed administra- 
tive action on the part of the Commission. 


Shortly thereafter the FCC by a public notice dated January 27, 
1959, announced that it was giving further study to the legal and 
technical aspects of the problem and that such studies would include 
possible new legislation looking toward amending the Communications 
Act and provide more flexibility in administering section 319 and a 
possible relaxation of the operator requirements for broadcasting 
stations. te = 

On February 11, 1959, the Commission announced that it had di- 
rected its staff to prepare a study for further consideration of the 
Commission summarizing the various rules and standards under 
which VHF translators and boosters might be licensed with particular 
reference to comments submitted in the booster proceedings and to 
include a possible rule amendment providing minimum safe criteria 
and standards for licensing. 

On April 14, 1959, the Federal Communications Commission issued 
its public notice number 72034 and stated that it was recommending to 
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Congress that amendments be made to the Communications Act so as 
to permit it to license qualifying television repeaters or booster stations 
in the VHF band under certain conditions. In its announcement the 
Commission stated that it had studied the interference problem and 
taken into account all the interference factors and it was considering 
the adoption of minimum requirements that could be imposed upon 
VHF repeaters or booster operators as follows: 
1. Transmission of the rebroadcast signals on a channel other 
than the channel on which the signal is received. 
2. Maximum power output limited to no more than 1 watt. 
3. Facilities for on and off remote control. 
4. The designation of a person responsible for required periodic 
checks and other related functions. 

The selection of transmitting frequency, appropriate mini- 
mum mileage separation from cochannel transinitters of regular 
television broadcast stations (still to be determined), and ‘such 
other operating conditions as may be needed to insure reasonable 
— ion to regular broadcast and nonbroadcast services. 

Require repeaters to obtain consent of stations whose signals 
rr rebroadcast, pursuant to section 325(a) of the act. 

Specifically, the legislation recommended by the FCC sought amend- 
ments to section 319(d) so as to enable it to consider licensing such 
stations engaged solely in rebroadcasting television programs if they 
were constructed on or before January, 1959; also an amendment to 
section 318 to clarify the statutory requirements relating to radio 
operators of transmitting equipment used for that purpose. 

Senator Warren G. Magnuson, chairman of your committee, intro- 
duced these proposals by request and they became S. 1739 and 8. 1741. 
Senator Frank Moss and Senator James Murray shortly thereafter 
introduced S. 1886 and incorporated therein the proposals contained 
in S. 1739 and S. 1741 along with suggestions relating to community 
antenna television systems. ‘These bills then became tie subject of 
full and complete hearings at which all interested parties were afforded 
an opportunity to submit their views. Forty-five witnesses appeared, 
many statements, letters, and telegrams were received and made part 
of the record and considered by your committee in completing its 
deliberations. Your committee decided to strike all reference to the 
community antenna television system problem included in S. 1886 
and treat that in a new and original bill, which has been ordered 
reported. 

ANALYSIS OF THE BILL 


S. 1886, as amended, was limited specifically to the rebroadcasting 
or booster problem even though your committee is cognizant of the 
fact that the booster problem relates to the community antenna 
television system situation. Generally, this bill has adopted the two 
proposals recommended by the FCC. Under the present provisions 
of section 318 of the Communications Act the actual operation of all 
transmitting equipment in any station licensed under the act must be 
operated by persons holding an operator’s license issued by the FCC. 
At present, the Commission is given discretion to waive that require- 
ment except for certain named categories. In recent years the art 
of transmitting has advanced tremendously and the Commission be- 
lieves that it should have greater statutory latitude as to the require- 
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ments of operators of transmitting equipment engaged in rebroad- 
casting. 

For instance, at present the Commission contends that section 318 
requires an operator to be in personal attendance whereas in those 
situations involving the booster operation the testimony before your 
committee establishes it is enough for the operator to turn the equip- 
ment on, have it operated under his general control, but not be in 
personal attendance. ‘This is particularly true of the transmitters 
engaged solely in rebroadcasting such as the boosters in small com- 
munities in mountainous terrain, especially out West. It was felt that 
section 318 prohibits this type of an operation. The amendment 
herein reported would grant the FCC limited discretion in waiving 
the operator requirement to those engaged solely in the function of 
rebroadcasting the signals of television broadcasting stations. 

The FCC’s original request urged broad discretion which would 
have permitted the Commission to waive the radio operator require- 
ment for regular broadcast stations as well as for boosters. Your 
committee feels this request was too broad and that the hearing 
record would not support such a proposal and therefore limited the 
discretion being granted to the Commission by the bill herein reported 
to those operations engaged solely in the function of rebroadcasting 
the signals of television broadcasting stations. In other words, the 
discretion to waive the explicit requirement concerning the operation 
of transmitting equipment in accordance with section 318 is being 
granted to the FCC, but it is limited to that equipment used in booster 
operations. 

The second proposal contained in this bill as reported by your com- 
mittee concerns section 319 of the Communications Act. Under the 
present provisions of section 319 the FCC holds that it would be 
unable to issue licenses to those boosters that are now on the air since 
those facilities were constructed before the Commission granted such 
facility licenses. Under the longterm provisions of section 319 of the 
act the Commission contends it would be prohibited from authorizing 
the use of boosters if such boosters were constructed prior to the grant 
of a construction permit. The bill would amend section 319 so as to 
give the FCC suflicient discretion, if it finds that the public interest, 
convenience, and necessity would be served thereby, to waive the re- 
quirement of a construction permit for a booster that is engaged solely 
in rebroadcasting television signals if such booster was constructed 
on or before the enactment of this legislation. 

It must be emphasized that facilities that are now operating will 
be required to meet all the requirements which may be promulgated 
by the FCC. Your committee hopes that the Federal Communica- 
tions Commission will move quickly and expeditiously in adopting 
appropriate rules and regulations and that any possibility of inter- 
ference through the operation of boosters can be kept to a minimum. 

It is desirable for the Commission to adopt rules and regulations 
immediately so that those people who have held off construction while 
awaiting FCC action and deprived themselves of television service 
can now proceed to take the necessary steps to obtain television service. 

Your committee is firmly convinced that the people in the smaller 


communities are entitled to television on the same basis as the people 
in the large communities. The committee feels sure that the Com- 
mission recognizes this and will act accordingly. 

We urge enactment of this legislation. 
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Comments of the agencies follow: 


Civin AEronautics Boarp, 

Washington, D.C., Alay 19, 1959. 

Hon. Warren G. Maanuson, 

Chairman, Committee on Interstate and Foreign Commerce, U.S. Senate, 
Senate Office Building, Washington, D.C. 

Dear Mr. CnairMan: This is in reply to vour letter of May 14, 
1959, in which you requested any comments the Board might have 
concerning S. 1886, a bill to amend the Communications Act of 1934 
with respect to community antenna television systems and certain 
rebroadcasting activities. 

Inasmuch as this legislation relates solely to community antenna 
television systems and certain rebroadcasting activities, which do not 
come within the jurisdiction of the Civil Aeronautics Board, this 
agency has no comment to make on the bill. 

Sincerely yours, 
James R. Durresr, Chairman. 


CompTroLLER GENERAL OF THE UNITED STATES, 
Washington, Afay 20, 1959. 
Hon. Warren G. MaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 

U.S. Senate. 

Dear Mr. Cuarrman: Your letter of May 13, 1959, requests our 
comments on S. 1886, to amend the Communications Act of 1934 with 
respect to community antenna television systems and certain rebroad- 
casting activities. 

We have no information on the need or desirability of the proposed 
legislation and, therefore, have no comments to offer. 

This report is submitted in triplicate, as requested. 

Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 


FrpeRAL CoMMUNICATIONS COMMISSION, 
Washington, D.C., June 80, 1959. 


Hon. WarrREN G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Dear Senator Maenuson: There is transmitted herewith on be- 
half of the Federal Communications Commission 50 copies of com- 
ments relating to the amendment (in the nature of a substitute) to 
S. 1886, which bill was introduced by Senator Moss (for himself and 
Mr. Murray) on June 22. 

In view of the relatively short time which the Commission has had 
to assimilate and prepare its views on this proposed amendment to 
S. 1886, it has been found necessary to forward the attached material 


directly to your committee without prior clearance from the Bureau 
of the Budget. 


Sincerely yours, 
Joun C. Dorrrer, Chairman. 
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Tue Secrerary OF COMMERCE, 
Washington, July 9, 1959. 

Hon. Warren G. Macnuson, 

Chairman, Committee on Interstate and Foreign Commerce, 

U.S. Senate, Washington, D.C. 

Dear Mr. CuairMan: This letter is in reply to your request dated 
April 22, 1959, for the views of this Department with respect to S. 1741, 
a bill to ame:id the Communications Act of 1934 with respect to the 
requirements for operating transmitting apparatus. 

Enactment of S. 1741 would delete from section 318 of the act 
(47 U.S.C. 318) the requirement that radio stations engaged in broad- 
casting shall be operated only by persons holding a valid operator’s 
license. 

The Department of Commerce recommends favorable consideration 
of S. 1741. 

Certain types of broadcasting stations, notably low-powered tele- 
vision boosters (rebroadcast transmitters), operate unattended, so 
that there is no functional need for full-time operating attention. The 
effect of the proposed enactment would be to remove the statutory 
requirement for full-time operating attention, and would give the 
Federal Communications Commission broader discretionary powers 
with respect to the requirement for licensed operators at any type of 
broadcasting transmitter, AM, FM, or TV. 

The Department of Commerce feels that the proposed legislation is 
in the public interest, and that suitable safeguards to public safety and 
to prevent interference to other services can be provided for in the 
Commission’s rules and regulations. 

We have been advised by the Bureau of the Budget that there would 
be no objection to the submission of this report to your committee. 

Sincerely yours, 
Freperick H. Mvr.rier, 
Acting Secretary of Commerce. 


CHANGES IN EXISTING LAW 





In compliance with subsection 4 of rule X XIX of the Standing Rules 
of the Senate, changes in existing law made by the bill are shown as 
follows: (existing law proposed to be omitted in enclosed in black 
brackets; new matter is printed in italic; and existing law in which no 
change is proposed is shown in roman): 


ComMuNICcATIONS Act oF 1934, as AMENDED 





OPERATION OF TRANSMITTING APPARATUS 















Sec. 318. The actual operation of all transmitting apparatus in 
any radio station for which a station license is required by this Act 
shall be carried on only by a person holding an operator’s license issued 
hereunder, and no person shall operate any such apparatus in such 
station except under and in accordance with an operator’s license 
issued to him by the Commission: Provided, however, That the Com- 
mission if it shall find that the public interest, eonvenience, or neces- 
sity will be served thereby may waive or modify the foregoing provi- 
sions of this section for the operation of any station except (1) stations 
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for which licensed operators are required by international agreement, 
(2) stations for which licensed operators are required for safety pur- 
poses, [(3) stations engaged in broadcasting, and] (3) stations engaged 
in broadcasting (other than those engaged solely in the function of rebroad- 
casting the signals of television broadcast stations), and (4) stations op- 
erated as common carriers on frequencies below thirty thousand kilo- 
cycles: Provided further, That the Commission shall have power to 
make special regulations governing the granting of licenses for the 
use of automatic radio devices and for the operation of such devices. 


CONSTRUCTION PERMITS 


Sec. 319. (a) * * * 

(b) * * * 

(c) * * * 

(d) * * * Provided, however, That such waiver shall apply only to 
stations whose construction is begun subsequent to the effective date 
of the waiver. Jf the Commission finds that the public interest,con- 
venience, and necessity would be served thereby, it may waive the require- 
ment of a permit for construction of a station that is engaged solely in 
rebroadcasting television signals if such station was constructed on or 
before the date of enactment of this Act. 


O 
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INTEREST RATE ON SERIES E AND H U.S. SAVINGS 
BONDS 


- 


SEPTEMBER 5, 1959.—Ordered to be printed 


Mr. Byrp of Virginia, from the Committee on Finance, submitted the 
following 


REPORT 


together with 
SUPPLEMENTAL VIEWS 
[To accompany H.R. 9035] 
















The Committee on Finance, to whom was referred the bill (H.R. 
9035) to permit the issuance of series E and H U.S. savings bonds at 
interest rates above the existing maximum, to permit the Secretary 
of the Treasury to designate certain exchanges of Government securi- 
ties to be made without recognition of gain or loss, and for other 
purposes, having considered the same, report,favorably thereon with 
amendments and recommend that the bill, as amended, do pass. 


T. SumMaARY oF BILL 



















This bill makes a number of changes in the laws relating to savings 
bond interest rates and other aspects of debt management. 

First, the bill permits the maximum interest rate (or investment 
yield) limitation of 3.26 percent on series E and H savings bonds to 
be exceeded where there is a finding by the President that the national 
interest so requires. The bill also authorizes increasing the interest 
rates on outstanding series E and H savings bonds. In this case 
also, the existing maximum limitation of 3.26 percent on these bonds 
may be exceeded but only in the case of a finding by the President 
that the national interest so requires. 

Second, the bill as amended adds a new section to the Internal 
Revenue Code providing for nonrecognition of gain or loss on the 
exchange of U.S. savings bonds when so provided by regulations. 
This is intended to aid the Government in its attempts to achieve a 
better balance in the debt structure by facilitating the refinancing 
of outstanding securities in advance of their final maturities. 
4584959 ——1 
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Third, the bill authorizes the issuance of obligations of the United 
States to Government trust funds at the issue price, whether or not at 
par. Under existing law in the case of certain trust funds these obliga- 
tions may be issued to the funds only at par. 

Fourth, the bill makes it clear that both the principal and interest 
on U.S. obligations are exempt from all State taxes except nondis- 
criminatory franchise, etc., taxes. 

Fifth, the bill relieves from liability to the U.S. Government agents 
who erroneously paid U.S. bonds if they did not receive written 
notice from the United States within 10 years from the date of the 
erroneous payment. 

II. GENERAL STATEMENT 


A. SUSPENSION OF THE INTEREST RATE CEILING ON SAVINGS BONDS 


The savings bond program was initiated in legislation passed in 1935. 
In that legislation a maximum permissible interest rate of 3 percent 
was established for savings bonds held until maturity. The first 
savings bonds were offered to the public on March 1, 1935, and the 
interest rate established by the Treasury Department for those bonds 
when held to maturity was 2.90 percent. The first series E-bonds, 
which represent the bulk of the savings bonds outstanding today, 
were offered to the public on May 1, 1941, and were subject to the 
same 2.90 percent maturity yield. In May 1951, owners of series E 
bonds for the first time were permitted to bold these bonds after 
maturity fcr periods up to 10 additional years. In May 1952 the 
Treasury Department increased the yield on the series E-bonds to 3 per- 
cent, the maximum then allowed by law. In 1957 this maximum 
yield allowed by law was increased to the 3.26 percent, still in effect 
today. 

The bulk of the savings bonds outstanding today represent series 
E- and H-bonds. These represent more than $42.6 billion of the 
$50.3 billion of outstanding savings bonds on August 31, 1959. The 
series E- and H-bonds now can be held by all investors, other than 
commercial banks. These bonds are complementary in that E-bonds 
are issued at a discount (75 percent of original maturity value) while 
the H-bonds are issued at par but bear interest payable semiannually. 
In both cases the interest yield currently is 3% percent to the maturity 
of the bond. Of the $42.6 billion in E- and H-bonds outstanding on 
August 31, $37.9 billion represent the discount-type series E-bonds 
and $4.7 billion the series H-bonds which pay interest semiannually. 
In addition, approximately $7.6 billion in old series F-, G-, J-, and 
K-bonds are still outstanding, although the sales of these bonds were 
discontinued after April 30, 1957. 

The importance of maintaining a large segment of the public debt 
in the form of savings bonds is generally recognized. The holding by 
the public of such bond is an important means of checking inflationary 
pressures because it absorbs funds which otherwise might be in the 
market competing for consumer goods. In this same connection the 
savings bond program also promotes saving throughout the country, 
as is evidenced by the fact that some 8 million individuals regularly 
make purchases of these bonds under payroll savings plans. In 
addition, the encouragement of the savings bond program is desirable 
because the holders of this debt represent relatively long-term investors 
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and on the average maintain their investments in these bonds for a 
period of approximately 7 years. 

The problem in connection with savings bonds is that, beginning in 
the third quarter of 1956 and running to the current date, redemptions 
on series E and H savings bonds, with the exception of the first quarter 
of 1958, have continually exceeded cash sales of these bonds. Sales 
of series E and H bonds improved somewhat from 1957 to 1958, 
although they were still significantly behind sales in 1955 and 1956. 
Redemptions of savings bonds in 1958 also declined significantly. 
However, in 1959 the “sales of series E and H sav ings bonds have 
declined 10 percent in the first 8 months, with the downward trend of 
sales steepening in recent months. Moreover, the 1959 redemptions 
through August were 13 percent above a year ago, with the trend in 
this case also worsening. The excess of redemptions over sales of 
E and H bonds in July amounted to $156 million, the largest amount 
in any month since April 1946. Moreover, the excess of redemptions 
over cash sales of E and H bonds in the first 8 months of 1959 has 
amounted to $758 million, the largest cash loss for any January 
through August in the history of the savings bond program. More- 
over, given the present interest rates, this excess of redemptions over 
cash sales is expected to continue in the future. Chart 1, which 
shows E and H bond cash sales and redemptions from January 1955 
to May 1959, shows graphically the problem presented. 

This problem of excess redemptions over sales in the case of savings 
bonds in large measure can be attributed to the increasing spread on 
yield which may be obtained on savings bonds and alternative forms 
of investment. The rate of return on E- and H-bonds is now much less 
favorable, relative to that on savings accounts and other forms of 
investment, than in earlier years. This can be shown by comparing 
the rates of yield for series E-bonds and for different forms of invest- 


ments competitive with E-bonds at the end of World War II and 
currently: 


End of World War II Current yield 


Nee I, ONE, no cencccaddennweten ; 34% percent. 

Long-term maturities of marketable Government secu- | 244 percent More than 4 percent, 
rities. 

yy eee ee ee 234 percent 334 percent. 

Mutual savings bank deposits 156 percent. ........... 3% percent. 

Commercial bank savings deposits 7 Less than 1 percent_-_.| 244 percent. 
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It will be noted that while the interest rate on series E bonds has 
risen only about a third of 1 percentage point during this period, the 
interest rates on all of these competitive forms of investment have 
risen at least a full percentage point, and in some cases by about 2 
percentage points. Although the interest rate on series E bonds dur- 
ing and after the end of World War II was significantly higher than 
that for long-term maturities on marketable Government securities, 
the current yield on the series E bonds is about a percentage point 
below the current yield on these marketable Government securities. 
Chart 2 demonstrates this shift in interest rates for series E bonds and 
long-term Treasury bonds over the period 1941 to date. 

The administration has presented to your committee plans to solve 
the savings bond problem by bringing the saving bond interest rate 
back approximately to the same relative competitive position with 
other forms of comparable investments which it held in 1952. It 
hopes to do this by providing a higher rate of interest on savings 
bonds. The administration has indicated that it would like to pro- 
vide a higher interest rate not only for new bonds beginning with those 
issued as of June 1, 1959, but also with respect to the E- and H-bonds 
which are already outstanding. Thus, its present plans call for a 
rise in the interest rate on new issues of savings bonds from approxi- 
mately 3% percent yield to maturity to a yield to maturity of approxi- 
mately 3% percent. Similarly, an increase of approximately one-half 
of 1 percentage point would also be provided in the case the future 
yield of outstanding E- and H-bonds, if held to maturity. 

Your committee’s bill grants the administration’s request in that it 
permits the present 3.26 percent interest rate ceiling for savings bonds 
to be exceeded. However, it has provided that this 3.26 percent ceil- 
ing may be exceeded only when the President finds with respect to 
any offering that such action would be in the national interest. 

Your committee intends that this grant of authority to the Presi- 
dent to exceed the interest rate ceiling in the case of savings bonds 
be exercised only when the President finds that a higher interest rate 
for savings bonds is desirable from the standpoint of the welfare of 
the national economy. Factors your committee intends to be weighed 
in any such determination include— 

(1) the effect on the growth of the economy, 

(2) the effect on the economic stability of the country, 

(3) the interest rates paid on other major forms of savings 
and investments, 

(4) the distribution of the public debt between savings bonds 
and other obligations, and 

(5) the long-run effect of any offering made above the statutory 
ceiling on monetary policies and on economical debt management. 
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As requested by the administration, your committee’s bill also 
makes it possible to exceed the interest rate ceiling and raise the 
interest rate applicable to outstanding savings bonds on which 
the rates of interest have already been fixed. This too, however, 
requires a finding by the President, in the same manner as outlined 
above, that the public interest requires this ceiling rate to be exceeded. 
This authority to increase the interest rates also applies to savings 
bonds being held for an extended period beyond their original maturity 
date. These provisions are designed to encourage the retention of 
savings bonds presently outstanding and will avoid the costs and in- 
conveniences which would be involved if the outstanding bonds were 
cashed in and new bonds purchased by the holders of the old bonds. 
The same section of the bill also makes it possible to extend the period 
series H-bonds may be held and provides in the case of both the 
series E- and H-bonds that there can be more than one exten- 
sion period. 


B. TIME LIMIT ON LIABILITY OF AGENTS FOR ERRONEOUS PAYMENTS 
OF SAVINGS BONDS 


Under present law qualified paying agents authorized to cash in 
savings bonds for holders can be relieved from liability to the United 
States for losses only upon a determination by the Secretary of the 
Treasury that there was no fault or negligence on the part of the 
agent, regardless of the length of time elapsing before the loss is dis- 
covered. However, where there is a long period of time before the 
United States discovers a loss, it is difficult for the paying agents to 
prove that the loss resulted from no fault or negligence on their part. 
In view of this, and also since the risks involved arise from the assump- 
tion of a task which was urged upon them by the United States and is 
a task unrelated to their ordinary business, your committee believes 
that the qualified paying agents (commercial banks, trust companies, 
savings and loan associations, building and loan associations, and 
similar financial institutions) should have some limitation as to the 
period of their liability in such cases. 

The bill (sec. 103) provides, therefore, that the liability of the 
paying agent is to terminate at the end of 10 years after the erroneous 
payment, unless a written notice of the liability, or potential liability, 
has been given during the interval. The same limitation on lability 
is provided in the case of payments made in redemption of savings 
bonds by the Treasurer of the United States, the Federal Reserve 
banks and the Post Office Department or postal service. The bill 
does not provide this period of limitations, however, where agents 
unconditionally assume liability to the United States for any losses. 
This arises in cases where they do not need to obtain signatures of the 
owners of the bonds. Also, the bill in no way limits the time within 
which the real owner may make a claim upon a savings bond which 
was fraudulently negotiated. 


C. PERMITTING TRUST FUNDS TO OBTAIN BONDS AT THE ISSUE PRICE 


Under present law Government obligations may be acquired on 
original issue by six Government trust funds only by purchasing the 
obligations at par. The trust funds involved are the unemployment 
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trust fund, the Federal old-age and survivors insurance trust fund, 
the Federal disability insurance trust fund, the railroad retirement 
account, the special trust account for the payment of certain bonds of 
the Philippines, and the highway trust fund. This requirement that 
obligations be acquired on original issue only at par has only recently 
created a problem, since only within the past year has the Treasury 
offered marketable securities at a discount. To the extent that the 
Treasury in the future follows its expressed intention of offering secu- 
rities on occasion at slight discounts (or premiums), existing law will 
prevent these trust funds from buying the securities from the Treasury 
on original issue at prices other than par. The trust funds would 
have to purchase the securities later from market holders at prevailing 
market prices. Therefore, the bill (sec. 104) amends existing law to 
provide that these trust funds may acquire obligations of the United 
States on original issue at the issue price, whether or not this is at par. 


D. CLARIFYING EXEMPTION OF U.S. OBLIGATIONS FROM STATE OR LOCAL 
TAXATION 


Present law provides that obligations of the United States are to be 
exempt from taxation by or under State or local authority. The 
Supreme Court has held that this includes the exemption of interest 
on U.S. obligations from taxation by or under State or local authority. 
It has been pointed out to your committee, however, that one State 
has taken the position that the statute as now worded does not 
prohibit a State from including interest on Federal obligations in 
computing ‘‘gross income’’ upon which taxable net income is deter- 
mined. The bill (sec. 105) makes it clear that the exemption for 
Federal obligations extends to every form of taxation that would 
require either the obligation, or the interest on it, or both to be con- 
sidered directly or indueceie in the computation of the tax, except 
nondiscriminatory franchise taxes (or oiher nondiscriminatory non- 
property taxes imposed in lieu thereof) on corporations and except 
estate or inheritance taxes. 


E. NONRECOGNITION OF GAIN OR LOSS IN THE CASE OF EXCHANGES OF 
CERTAIN U.S. SAVINGS BONDS 


The House bill contained a provision providing for the nonrecog- 
nition of gain or loss on the surrender to the United States of out- 
standing U.S. obligations solely in exchange for new U.S. obligations. 
This tax-free exchange was to be available only when so provided by 
regulations issued by the Secretary of the Treasury. 

Your committee has retained this provision of the House bill, but 
modified it so that it applies only to the exchange of series E-savings 
bonds for series H-savings bonds. Your committee believed it was 
desirable to limit the application of this nonrecognition provision to 
series E- and H-savings bonds, in view of the fact that the treatment 
of these bonds represent the primary subject of this bill, postponing 
for future consideration the application of this nonrecognition pro- 
vision in the case of other bonds for future consideration. 

There is no need to make this nonrecognition provision applicable 
in the case of the exchange of old series E-bonds for new series E- 
bonds because the Treasury can obtain the same result merely by 
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extending the terms of the old series E-bond. Moreover, there is 
little, if any, gain for tax purposes where a series H-bond is exchanged 
for a series E-bond. Therefore your committee’s bill is not concerned 
with such exchanges. 

Instead, the nonrecognition provision under your committee’s 
amendment is to apply (where so provided by regulations issued 
by the Secretary of the Treasury) in the case of the exchange of a 
series E-bond for a series H-bond. In such cases since a series H-bond 
is a discount-type bond, there is likely to be a significant gain (up to 
25 percent of cost) upon maturity. Postponement of such a gain, 
where the person for the future desires a bond paying interest cur- 
rently (such as a series H-bond), will substantially encourage the 
individual to continue holding Government bonds. 


Ill. Tecunicat EXPLANATION OF THE BILL 
TITLE I—IN GENERAL 


Section 101(a).—Section 101(a) of the bill amends the Second 
Liberty Bond Act by adding at the end of such act a new section 25. 
The new section 25 provides that, in the case of any offering of U.S. 
savings bonds issued or to be issued under section 22 of the Second 
Liberty Bond Act, the maximum limits on the interest rate or the 
investment yield or both may be exceeded upon a finding by the 
President with respect to such offering that the national interest 
requires that such maximum limits be exceeded. 

Section 22(b)(1) of the Second Liberty Bond Act provides that 
the interest rate on, and the issue price of, savings bonds and savings 
certificates, and the terms on which they may be redeemed, are to be 
such as to afford an investment yield not in excess of 3.26 percent 
per annum, compounded semiannually. 

The new section 25 would permit the maximum limits prescribed 
by section 22(b)(1) of the Second Liberty Bond Act to be exceeded, 
but only upon a finding, made by the President with respect to the 
offering concerned, that the national interest requires that such max- 
imum limits be exceeded. 

Section 101(6).—Section 101(b) of the bill amends paragraph (2) 
of section 22(b) of the Second Liberty Bond Act. Paragraph (2) of 
existing law provides that the Secretary of the Treasury, with the 
approval of the President, is authorized to provide by regulation that 
owners of series E-savings bonds may, at their option, retain the ma- 
tured bonds and earn interest on the maturity values thereof for not 
more than 10 years at rates consistent with the provisions of para- 
graph (1) of section 22(b) (which imposes a maximum limit of 3.26 
percent per annum on the investment yield). 

Under the amendment made bv section 101(b) of the bill the 
authority contained in paragraph (2) of section 22(b) of the Second 
Liberty Bond Act is expanded so that the Secretary of the Treasury, 
with the approval of the President, may provide by regulations: 

(1) for an extension period for series H-savings bonds; 

(2) for more than one extension period with respect to the 
same series E- or H-savings bond; and 

(3) that series E- and H-savings bonds on which the rates 
of interest (including rates of interest for an extension period) 


45849 —59 2 
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have been fixed before such regulations will earn interest at 

higher rates 
As under existing law, the limitation is retained that the rates fixed 
pursuant to paragraph (2) of section 22(b) of the Second Liberty 
Bond Act are to be consistent with the provisions of paragraph (1) 
of that section (that is, they will afford an investment yield not in 
excess of 3.26 percent per annum, compounded semiannually); except 
that it is made clear that the 3.26 ceiling may be exceeded for any 
offering with respect to series K- or H-savings bonds, if the provisions 
of the new section 25 of the Second Liberty Bond Act (relating to a 
finding by the President) are complied with with respect to such 
offering. 

Section 101 (c).—Subsection (c) of section 101 of the bill contains the 
effective date provisions for the amendments made by subsections 
(a) and (b) of section 101. ‘Subsection (c) provides that the authority 
granted by the amendments made by these subsections may be exer- 
cised with respect to U.S. savings bonds which bear issue dates of 
June 1, 1959, or thereafter. It provides that such authority may also 
be exercised with respect to U.S. savings bonds issued before June 1, 
1959 (whether or not matured), but that in no case shall the interest 
rate (or the investment yield) on any bond be changed pursuant to 
such authority for any period beginning before June 1, 1959. 

For purposes of section 25 of the Second Liberty Bond Act, as 
added by section 101(a) of the bill, and tor purposes of section 101 (c) 
of the bill, the prescribing of regulations under section 22(b) (2) of such 
act (as amended by sec. 101(b) of the bill) fixing rates of interest or 
investment yield constitutes the making of an offering. 

Section 102.—Section 102 of the bill amends section 454(c) of 
the Internal Revenue Code of 1954. Section 454(c) now provides 
that in the case of a taxpayer who holds a series E-savings bond at 
the date of maturity and who, pursuant to regulations, retains his 
investment in the maturity value of such bond in an obligation 
(other than a current income obligation) which matures not more 
than 10 years from the date of maturity of such series E-bond, the 
increase in redemption value in excess of the amount paid for the 
series E-savings bond is (to the extent not previously includible in 
gross income) to be includible in gross income in the taxable year in 
which the obligation is finally redeemed or in the taxable year of final 
maturity, whichever is the earlier. 

The amendment made by section 102 is a technical amendment to 
section 454(c) of the 1954 code which is made necessary by reason 
of— 

(1) those provisions of section 101(b) of the bill which make 
possible more than one extension period, and 
(2) those provisions of title II of the bill which, as amended 
by your committee, make possible (under certain circumstances) 
the tax-free exchange of a series E-bond of the United States for 
a series H-bond of the United States. 
Under the amendment, there will be includible in gross income (to 
the extent not previously i includible) the amount by which the redemp- 
tion value of the obligation held exceeds the amount paid for the series 
E-savings bond to which such obligation relates. The taxable year in 
which such amount is so includible is the taxable year in which the 





) 
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obligation held is finally redeemed, or the taxable year of final ma- 
turity, whichever is the earlier. 

Section 103.—Section 103 of the bill amends section 22(i) of the 
Second Liberty Bond Act. Section 22(i) now provides that the 
Treasurer of the United States, amy Federal Reserve bank, or any 
qualified paying agent authorized or permitted to make payments in 
connection with the redemption of U.S. savings bonds is to be relieved 
from liability to the United States for losses resulting from payments, 
upon a determination by the Secretary of the Treasury that such 
losses resulted from no fault or negligence on the part of the Treasurer, 
the Federal Reserve bank, or the qualified paying agent. The section 
also contains a similar provision with respect to the Post Office Depart- 
ment and the postal service, except that in this case the finding of no 
fault or negligence is a joint determination made by the Postmaster 
General and the Secretary of the Treasury. 

Section 103 of the bill amends section 22(i) to add a new sentence 
which provides that relief from liability is to be granted in all cases 
where the Secretary of the Treasury detcrmines, under regulations 
prescribed by him, that written notice of liability or potential liability 
has not been given by the United States, within 10 years from the date 
of the erroneous payment, to any of the agents or agencies described 
in the second or third sentences of section 22(i) whose liability is to 
be determined. However, no relief is to be granted in any case in 
which a qualified paying agent has assumed unconditional liability 
to the United States. 

Section 104.—Under existing law, six Government trust funds may 
acquire obligations on original issue only at par. Thus, they are not 
authorized to acquire obligations on original issue at a price above or 
below par. This section amends the applicable statutory provisions 
to provide that these trust funds may acquire obligations of the United 
States on original issue at the issue price. The trust funds affected 
by the amendments made by section 105 of the bill are— 

(1) The Federal old-age and survivors insurance trust fund. 

(2) The Federal disability insurance trust fund. 

(3) The unemployment trust fund. 

(4) The railroad retirement account. 

(5) The highway trust fund. 
_ (6) The trust account for the payment of bonds issued before 
May 1, 1934, by the Government of the Philippines, its provinces, 
and political subdivisions thereof. 

Section 105.—This section amends section 3701 of the Revised 
Statutes of the United States. Section 3701 now provides that, ex- 
cept as otherwise provided by law, all stocks, bonds, Treasury notes, 
and other obligations of the United States are to be exempt from 
taxation by or under State or municipal or local authority. 

Under the amendment, a new sentence is added to section 3701. 
The new sentence makes it clear that the exemption now provided by 
section 3701 extends to every form of taxation that would require 
that either the obligations or the interest thereon, or both, be con- 
sidered, directly or indirectly, in the computation of the tax, except 
nondiscriminatory franchise or other nonproperty taxes in lieu thereof 


imposed on corporation taxes and except estate taxes or inheritance 
taxes. 
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TITLE II-—INCOME TAX TREATMENT OF CERTAIN 
OBLIGATIONS 


EXCHANGES OF U.S. 


Section 201(a).—Subsection (a) of section 201 of the bill amends 
part III of subchapter O of chapter 1 of the Internal Revenue Code of 
1954 (relating to common nontaxable exchanges) by adding at the 
end thereof a new section 1037 (relating to certain exchanges of U.S. 
savings bonds). 

Under the House bill subsection (a) of the new section 1037, when 
so provided by regulations promulgated by the Secretary of the 
Treasury in connection with the issue of obligations of the United 
States, provided that no gain or loss shall be recognized on the sur- 
render to the United States of obligations of the United States issued 
under the Second Liberty Bond Act in exchange solely for other such 
obligations. Your committee’s bill amends this provision so that 
this nonrecognition of gain applies only in the case of the exchange of 
a_series K-bond for a series H-bond. 

The first sentence of the new amended section 1037(b) provides that 
if a bond, the gain on which is subject to the first sentence of section 
1232(a)(2)(A) because the bond was issued at a discount, is exchanged 
for a series H-bond and the gain realized is not then recognized because 
of the provisions of section 1037(a) (or sec. 1031(b)), that portion of 
the gain recognized upon the disposition or redemption of the series 
H-bond received in the exchange which is equal to the gain to which 
such first sentence would have applied at the time of the exchange 
(if gain had then been recognized) shall be ordinary income. 

The new section 1037(b)(1) provides (for purposes of sec. 1037(b) 
and sec. 1232) that the aggregate amount considered, with respect to 
the series E-bond surrendered, as ordinary income is not to exceed 
the difference between the issue price and the stated redemption price 
of the series E-bond surrendered which applies at the time of the 
exchange. Also, the new section 1037(b)(2) provides (for such pur- 
poses) that the issue price of the series H-bond received in the exchange 
is to be the stated redemption price of the series E-bond surrendered, 
increased by the amount of other consideration (if any) paid to the 
United States as a part of the exchange. 

To the extent not affected by the special provisions of section 
1037(b), gain realized and recognized with respect to a bond received 
in an exchange to which section 1037 applies shall be characterized, 
under section 1232, in accordance with the facts and circumstances 
relating to its acquisition and redemption or disposition. 

Subsection (c) of the new section 1037 provides cross references to 
subsections (b) (relating to gain from exchanges of property not solely 
in kind), (c) (relating to loss from exchanges of property not solely 
in kind), and (d) (relating to basis in case of exchanges of property 
held for productive use or investment) of section 1031 of the 1954 
code. 

Section 201(b).—Subsection (b) of section 201 of the bill amends 
the table of sections for part III of subchapter O of chapter 1 of the 
1954 code by adding at the end thereof the heading for the new section 
1037 added to the code by section 201(a) of the bill. 

Section 201 (c), (d), and (e).—Subsections (c) and (d) of section 
201 of the bill amend subsections (b) and (c) of section 1031 (relat- 
ing to gain and loss, respectively, from exchanges of property not 
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solely in kind) to make the principles of such subsections apply with 
respect to the surrender of obligations of United States described in 
section 1037 in exchange for other such obligations plus boot. Sub- 
section (e) of section 201 of the bill amends the first and second sen- 
tences of subsection (d) of section 1031 (relating to basis in the case 
of exchanges of property held for productive use or investment) to 
make the principles of such sentences apply with respect to obliga- 
tions received in exchanges under section 1037(a) and section 1031 
(b) and (ce). 

Section 202.—Section 4(a) of the Public Debt Act of 1941 provides 
that interest on certain obligations of the United States, and gain 
from the sale or other disposition of such obligations, shall not have 
any exemption, as such, and loss from the sale or other disposition of 
such obligations shall not have any special treatment, as such, under 
the Internal Revenue Code, or laws amendatory or supplementary 
thereto. Section 202 of the bill amends section 4(a) of the Public 
Debt Act to conform the section to the amendments made by section 
201 of the bill. 

Section 203.—Section 203 of the bill provides that the amendments 
made by title II of the bill shall be effective for taxable years ending 
after the date of enactment of the bill. 


CHANGES IN Existinc Law 
In compliance with subsection 4 of rule XXIX of the Standing 


Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 


is enclosed in black brackets; new matter is printed in italic; existing 
law in which no change is proposed is shown in roman): 


SECOND LIBERTY BOND ACT, AS AMENDED 


AN ACT To authorize an additional issue of bonds to meet expenditures for the 
national security and defense, and, for the purpose of assisting in the prose- 
cution of the war, to extend additional credit to foreign Governments, and for 
other purposes. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, The Secretary of the Treasury, 
with the approval of the President, is hereby authorized to borrow, 
from time to time, on the credit of the United States for the purposes 
of this Act, to provide for the purchase, redemption, or refunding, 
at or before maturity, of any outstanding bonds, notes, certificates 
of indebtedness, or Treasury bills of the United States, and to meet 
expenditures authorized for the national security and defense and 
other public purposes authorized by law, such sum or sums as in his 
judgment may be necessary, and to issue therefor bonds of the 
United States. 

The bonds herein authorized shall be in such form or forms and 
denomination or denominations and subject to such terms and con- 
ditions of issue, conversion, redemption, maturities, payment, and 
rate or rates of interest, not exceeding four and one-quarter per 
centum per annum, and time or times of payment of interest, as 
the Secretary of the Treasury from time to time at or before the issue 
thereof may prescribe. The principal and interest thereof shall be 
payable in United States gold coin of the present standard of value. 
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The bonds herein authorized shall from time to time first be offered 
at not less than par as a popular loan, under such regulations pre- 
scribed by the Secretary of the Treasury from time to time, as will 
in his opinion give the people of the United States as nearly as may be 
an equal opportunity to participate therein, but he may make allot 
ment in full upon applications for smaller amounts of bonds in advance 
of any date which he may set for the closing of subscriptions and may 
reject or reduce allotments upon later applications and applications 
for larger amounts, and may reject or reduce allotments upon ap- 
plications from incorporated banks and trust companies for their own 
account and make allotment in full or larger allotments to others, and 
may establish a graduated scale of allotments, and may from time 
to time adopt any or all of said methods, should any such action 
be deemed by him to be in the public interest: Provided, That such 
reduction or increase of allotments of such bonds shall be made 
under general rules to be prescribed by said Secretary and shall apply 
to all subscribers similarly situated. And any portion of the bonds 
so offered and not taken may be otherwise disposed of by the Secretary 
of the Treasury in such manner and at such price or prices, not less 
than par, as he may determine. The Secretary may make special 
arrangements for subscriptions at not less than par from persons in 
the military or naval forces of the United States, but any bonds issued 
to such persons shall be in all respects the same as other bonds of 
the same issue. 

Notwithstanding the provisions of the foregoing paragraph, the 
Secretary of the Treasury may from time to time, when he deems 
it to be in the public interest, offer such bonds otherwise than as a 


popular loan and he may make allotments in full, or reject or reduce 
allotments upon any applications whether or not the offering was 
made as a popular loan. 

* ok * * * * * 


Src. 5. (a) In addition to the bonds and notes authorized by sec- 
tions 1, 18, and 22 of this Act, as amended, the Secretary of the Treas- 
ury is authorized, subject to the limitation imposed by section 21 of 
this Act, to borrow from time to time, on the credit of the United 
States, for the purposes of this Act, to provide for the purchase, 
redemption, or refunding, at or before maturity, of any outstanding 
bonds, notes, certificates of indebtedness or Treasury bills of the 
United States, and to meet public expenditures authorized by law, 
such sum or sums as in his judgment may be necessary, and to issue 
therefor (1) certificates of indebtedness of the United States at not less 
than par (except as provided in section 20 of this Act, as amended) 
and at such rate or rates of interest, payable at such time or times as 
he may prescribe; or (2) Treasury bills on a discount basis and pay- 
able at maturity without interest. Treasury bills to be issued here- 
under shall be offered for sale on a competitive basis, under such 
regulations and upon such terms and conditions as the Secretary of the 
Treasury may prescribe, and the decisions of the Secretary in respect 
of any issue shall be final. Certificates of indebtedness and Treasury 
bills issued hereunder shall be in such form or forms and subject to 
such terms and conditions, shall be payable at such time not exceeding 
one year from the date of issue, and may be redeemable before matu- 
rity upon such terms and conditions as the Secretary of the Treasury 
may prescribe. Treasury bills issued hereunder shall not be accept- 
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able before maturity in payment of interest or of principal on account 
of obligations of foreign governments held by the United States of 
America. 

[(b) All certificates of indebtedness and Treasury bills issued here- 
under (after the date upon which this subdivision becomes law) shall 
be exempt, both as to principal and interest, from all taxation (except 
estate and inheritance taxes) now or hereafter imposed by the United 
States, any State, or any of the possessions of the United States, or 
by any local taxing authority; and the amount of discount at which 
Treasury bills are originally sold by the United States shall be 
considered to be interest within the meaning of this subdivision.] 

(c) Wherever the words ‘‘bonds and notes of the United States,” 
or ‘bonds and notes of the Government of the United States,” or 
“bonds or notes of the United States’’ are used in the Federal Reserve 
Act, as amended, they shall be held to include certificates of indebted- 
ness and Treasury bills issued hereunder. 

[(d) Any gain from the sale or other disposition of Treasury bills 
issued hereunder (after the date upon which this subdivision becomes 
law) shall be exempt from all taxation (except estate or inheritance 
taxes) now or hereafter imposed by the United States, any State, or 
any of the possessions of the United States, or by any local taxing 
authority; and no loss from the sale or other disposition of such 
Treasury bills shall be allowed as a deduction, or otherwise recog- 
nized, for the purposes of any tax now or hereafter imposed by the 
United States or any of its possessions. ] 

* * * * * * * 


Sec. 7. That none of the bonds authorized by section one, nor of 
the certificates authorized by section five, or by section six, of this 
Act, shail bear the circulation privilege. [All such bonds and cer- 
tificates shall be exempt, both as to principal and interest, from all 
taxation now or hereafter imposed by the United States, any State, 
or any of the possessions of the United States, or by any local taxing 
authority, except (a) estate or inheritance taxes, and (b) graduated 
additional income taxes, commonly known as surtaxes, and excess 
profits and war-profits taxes, now or hereafter imposed by the United 
States upon the income or profits of individuals, partnerships, asso- 
ciations, or corporations. The interest on an amount of such bonds 
and certificates the principal of which does not exceed in the aggregate 
$5,000, owned by any individual, partnership, association, or corpora- 
tion, shall be exempt from the taxes provided for in subdivision (b) 
of this section.} 

* * * * * * * 


Sec. 18. (a) In addition to the bonds and certificates of indebted- 
ness and war-savings certificates authorized by this Act and amend- 
ments thereto, the Secretary of the Treasury, with the approval of 
the President, is authorized, subject to the limitation imposed by sec- 
tion 21 of this Act, to borrow from time to time on the credit of the 
United States for the purposes of this Act, to provide for the purchase, 
redemption, or refunding, at or before maturity, of any outstanding 
bonds, notes, certificates of indebtedness, or Treasury bills of the 
United States, and to meet public expenditures authorized by law, 
such sum or sums as in his judgment may be necessary and to issue 
therefor notes of the United States at not less than par (except as 
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provided in section 20 of this Act, as amended) in such form or forms 
and denomination or denominations, containing such terms and con- 
ditions, and at such rate or rates of interest, as the Secretary of the 
Treasury may prescribe, and each series of notes so issued shall be 
payable at such time not less than one year nor more than five years 
from the date of its issue as he may prescribe, and may be redeemable 
before maturity (at the option of the United States) in whole or in 
part, upon not more than one year’s nor less than four months’ notice, 
and under such rules and regulations and during such period as he 
may prescribe. 

[(b) The notes herein authorized may be issued in any one or 
more of the following series as the Secretary of the Treasury may 
prescribe in connection with the issue thereof: 

[(1) Exempt, both as to principal and interest, from all taxation 
(except estate or inheritance taxes) now or hereafter imposed by the 
United States, any State or any of the possessions of the United 
States, or by any local taxing authority; 

C( 2) Exempt, both as to principal ‘and interest, from all taxation 
now or hereafter imposed by the United States, any State, or any of 
the possessions of the United States, or by any local taxing ‘authority, 
except (a) estate or inheritance taxes, and (b) graduated additional 
income taxes, commonly known as surtaxes, and excess-profits and 
war-profits taxes, now or hereafter imposed by the United States, 
upon the income or profits of individuals, partnerships, associations, 
or corporations; 

[(3) Exempt, both as to principal and interest, as provided in 
paragraph (2); and with an additional exemption from the taxes 
referred to in clause (b) of such paragraph, of the interest on an 
amount of such notes the principal of which does not exceed $30,000, 
owned by any individual, partnership, association, or corporation; or 

[(4) Exempt, both as to principal and interest, from all taxation 
now or hereafter imposed by the United States, any State, or any of 
the possessions of the United States, or by any local taxing authority, 
except (a) estate or inheritance taxes, and (b) all income, excess- 
profits, and war-profits taxes, now or hereafter imposed by the United 
States, upon the income or profits of individuals, partnerships, asso- 
ciations, or corporations. ] 

(c) If the notes authorized under this section are offered in more 
than one series bearing the same date of issue, the holder of notes of 
any such series shall (under such rules and regulations as may be pre- 
scribed by the Secretary of the Treasury) have the option of having 
such notes held by him converted at par into notes of any other such 
series offered bearing the same date of issue. 

(d) None of the notes authorized by this section shall bear the cir- 
culation privilege. The principal and interest thereof shall be pay- 
able in United States gold coin of the present standard of value. 
The word “bond” or ‘‘bonds’’ where it appears in sections 8, 9, 10, 
14, and 15 of this Act as amended, and sections 3702, 3703, 3704, 
and 3705 of the Revised Statutes, and section 5200 of the Revised 
Statutes as amended, but in such sections only, shall be deemed to 
include notes issued under this section. 

* * * * * * * 
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Src. 22. (a) The Secretary of the Treasury, with the approval of 
the President, is authorized to issue, from time to time, through the 
Postal Service or otherwise, United States savings bonds and United 
States Treasury savings certificates, the proceeds of which shall be 
available to meet any public expenditures authorized by law, and to 
retire any outstanding obligations of the United States bearing inter- 
est or issued on a discount basis. The various issues and series of the 
savings bonds and the savings certificates shall be in such forms, shall 
be offered in such amounts, subject to the limitation imposed by sec- 
tion 21 of this Act, as amended, and shall be issued in such manner 
and subject to such terms and conditions consistent with subsections 
(b), (c), and (d) hereof, and including any restrictions on their 
transfer, as the Secretary of the Treasury may from time to time 
prescribe. 

(b)(1) Savings bonds and savings certificates may be issued on an 
interest- bearing basis, on a discount basis, or on a combination inter- 
est-bearing and discount basis and shall mature, in the case of bonds, 
not more than twenty years, and in the case of certificates, not more 
than ten years, from the date as of which issued. Such bonds and 
certificates may be sold at such price or prices, and redeemed before 
maturity upon such terms and conditions as the Secretary of the 
Treasury may prescribe: Provided, That the interest rate on, and the 
issue price of, savings bonds and savings certificates and the terms 
upon which they may be redeemed shall be such as to afford an invest- 
ment yield not in excess of 3.26 per centum per annum, compounded 
semiannually. The denominations of savings bonds and of savings 
certificates shall be such as the Secretary of the Treasury may from 
time to time determine and shall be expressed in terms of their ma- 
turity values. The Secretary of the Treasury is authorized by regu- 
lation to fix the amount of savings bonds and savings certificates 
issued in any one year that may be held by any one person at any one 
time. 

[(2) The Secretary of the Treasury, with the approval of the 
President, is authorized to provide by regulation that owners of series 
E sav ings bonds thereafter maturing may, at their option, retain the 
matured bonds and earn interest upon the maturity values thereof for 
not more than ten years at rates consistent with the provisions of 
paragraph (1).J 

(2) The Secretary of the Treasury, with the approval of the President, 
is authorized to provide by regulations: 

(A) That owners of series E and H savings bonds may, at their 
option, retain the bonds after maturity, or after any period beyond 
maturity during which such bonds have earned interest, and con- 
tinue to earn interest upon them at rates which (subject to section 25) 
are consistent with the provisions of paragraph (1). 

(B) That series E and H savings bonds on which the rates of 
interest have been fixed prior to such regulations will earn interest 
at higher rates which (subject to section 25) are consistent with the 
provisions of paragraph (1). 


* * * * * * * 


(d) [The provisions of section 7 of this Act, as amended (relating 
to exemptions from taxation), shall apply to savings bonds issued 
before the effective date of the Public Debt Act of 1941. ] For pur- 











INTEREST RATE ON SERIES E AND H U.S. SAVINGS BONDS 


18 
pres of taxation any increment in value represented by the difference 

etween the price paid and the redemption value received (whether 
at or before maturity) for savings bonds and savings certificates shall 
be considered as interest. The savings bonds and the savings cer: 
tificates shall not bear the circulation privilege. 


* * * * * * *« 


(h) The Secretary of the Treasury, under such regulations as he 
may prescribe, may authorize or permit payments in connection with 
the redemption of savings bonds to be made by commercial banks, 
trust companies, savings banks, savings and loan associations, build- 
ing and loan associations (including cooperative banks), credit unions, 
cash depositories, industrial banks, and similar financial institutions, 
No bank or other financial institution shall act as a paying agent 
until duly qualified as such under the regulations prescribed by the 
Secretary, nor unless (1) it is incorporated under Federal law or under 
the laws of a State, Territory, possession, the District of Columbia, 
or the Commonwealth of the Philippine Islands; (2) in the usual 
course of business it accepts, subject to withdrawal, funds for deposit 
or the purchase of shares; (3) it is under the supervision of the banking 
department or equivalent authority of the jurisdiction in which it is 
incorporated; and (4) it maintains a regular office for the transaction 
of its business. 

(i) Any losses resulting from payments made in connection with 
the redemption of savings bonds shall be replaced out of the fund 
established by the Government Losses in Shipment Act, as amended, 
under such regulations as may be prescribed by the Secretary of the 
Treasury. The Treasurer of the United States, any Federal Reserve 
bank, or any qualified paying agent authorized or permitted to make 
payments in connection with the redemption of such bonds, shall be 
relieved from liability to the United States for such losses, upon a 
determination by the Secretary of the Treasury that such losses 
resulted from no fault or negligence on the part of the Treasurer, the 
Federal Reserve bank, or the qualified paying agent. The Post Ojffice 
Department or the Postal Service shall be relieved from such liability 
upon a joint determination by the Postmaster General and the Secre- 
tary of the Treasury that such losses resulted from no fault or negli- 
gence on the part of the Post Office Department or the Postal Service. 
Relief from liability shall be granted in all cases where the Secretary of 
the Treasury shall determine, under regulations prescribed by him, that 
written notice of liability or potential liability has not been given by the 
United States, within ten years from the date of the erroneous payment, 
to any of the foregoing agents or agencies whose liability is to be deter- 
mined: Provided, That no relief shall be granted in any case in which a 
qualified paying agent has assumed unconditional liability to the United 
States. The provisions of section 3 of the Government Losses in Ship- 
ment Act, as amended, with respect to the finality of decisions by the 
Secretary of the Treasury shall apply to the determinations made pur- 
suant to this subsection. All recoveries and repayments on account 
of such losses, as to which replacement shall have been made out of 
the fund, shall be credited to it and shall be available for the purposes 
thereof. The Secretary of the Treasury shall include in his annual 
report to the Congress a statement of all payments made from the fund 
pursuant to this subsection. 


* * * * * 
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Sec. 25. In the case of any offering of United States savings bonds 
issued or to be issued under section 22 of this Act, the maximum limits on 
the interest rate or the investment yield or both may be exceeded upon a 
Jjinding by the President with respect to such offering that the national 
interest requires that such maximum limits be exceeded. 


SECTION 6(g)(5) OF THE ACT OF MARCH 24, 1934, AS 
AMENDED 


Sec. 6. During the period beginning January 1, 1940, and endine 
July 3, 1946, trade relations between the United States and thg 
Philippines shall be as now provided by law, subject to the following 
exceptions: 

(a) x * * 

* 


o * * OX 
(g)(1) * * * * * * 

(5) On and after July 4, 1946, the Secretary of the Treasury of 
the United States is authorized, with the approval of the independent 
Government of the Philippines, to purchase at the market price 
for the special trust account bonds of the Philippines, its Provinces, 
cities, and municipalities, issued prior to May 1, 1934, under author- 
ity of Acts of Congress. The Secretary of the Treasury of the United 
States is also authorized, with the approval of the independent 
Government of the Philippines, to invest all or any part of such 
special trust account in any interest-bearing obligations of the United 
States or in any obligations guaranteed as to both principal and 
interest by the United States. Such obligations may be acquired on 
original issue at [par] the issue price or by purchase of outstanding 
obligations at the market price, and any obligations acquired by the 
special trust account may, with the approval of the independent Gov- 
ernment of the Philippines, be sold by the Secretary of the Treasury at 
the market price, and the proceeds of the payment upon maturity or 
redemption of such obligations shall be held as a part of such special 
trust account. Whenever the special trust account is determined by 
the Secretary of the Treasury of the United States to be adequate to 
meet interest and principal payments on all outstanding bonds of 
the Philippines, its Provinces, cities, and municipalities, issued prior 
to May 1, 1934, under authority of Acts of Congress, the Secretary 
of the Treasury is authorized to pay from such trust account the 
principal of such outstanding bonds and to pay all interest due and 
owing on such bonds. All such bonds and interest coupons paid or 
purchased by the special trust account shall be canceled and destroyed 
by the Secretary of the Treasury of the United States. From time 
to time after July 4, 1946, any moneys in such special trust account 
found by the Secretary of the Treasury of the United States to be 
in excess of an amount adequate to meet interest and principal pay- 
ments on all such bonds shall be turned over to the treasurer of the 
independent Government of the Philippines. 
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SECTIONS 201(d) AND 904(b) OF THE SOCIAL SECURITY ACT 


FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND AND 
FEDERAL DISABILITY INSURANCE TRUST FUND 


SEecTION 201. (a) * * * 
* + 7 * a * * 


(d) It shall be the duty of the Managing Trustee to invest such 
portion of the Trust Funds as is not, in his judgment, required to 
meet current withdrawals. Such investments may be made only in 
interest-bearing obligations of the United States or in obligations 

uaranteed as to both principal and interest by the United States. 
‘or such purpose such obligations may be acquired (1) on original 
issue at [par] the issue price, or (2) by purchase of outstanding 
obligations at the market price. The purposes for which obligations 
of the United States may be issued under the Second Liberty Bond 
Act, as amended, are hereby extended to authorize the issuance at 
par of public-debt obligations for purchase by the Trust Funds. 
Such obligations issued for purchase by the Trust Funds shall have 
maturities fixed with due regard for the needs of the Trust Funds, 
and bear interest at a rate equal to the average rate of interest, com- 
puted as to the end of the calendar month next preceding the date 
of such issue, borne by all marketable interest-bearing obligations 
of the United States then forming a part of the Public Debt that are 
not due or callable until after the expiration of five years from the 
date of original issue; except that where such average rate is not a 
multiple of one-eighth of 1 per centum, the rate of interest of such 
obligations shall be the multiple of one-eighth of 1 per centum near- 
est such average rate. Such obligations shall be issued for purchase 
by the Trust Funds only if the Managing Trustee determines that 
the purchase in the market of other interest-bearing obligations of 
the United States, or of obligations guaranteed as to both principal 
and interest by the United States on original issue or at the market 
price, is not in the public interest. 
* * * * * * * 


UNEMPLOYMENT TRUST FUND 


Sec. 904. (a) * * * 

(b) It shall be the duty of the Secretary of the Treasury to invest 
such portion of the Fund as is not, in his judgment, required to meet 
current withdrawals. Such investment may be made only in interest- 
bearing obligations of the United States or in obligations guaranteed 
as to both principal and interest by the United States. For such pur- 
pose such obligations may be acquired (1) on original issue at [par] 
the issue price, or (2) by purchase of outstanding obligations at the 
market price. The purposes for which obligations of the United 
States may be issued under the Second Liberty Bond Act, as amended, 
are hereby extended to authorize the issuance at par of special obliga- 
tions exclusively to the Fund. Such special obligations shall bear 
interest at a rate equal to the average rate of interest, computed as of 
the end of the calendar month next preceding the date of such issue, 
borne by all interest-bearing obligations of the United States then 
forming part of the public debt; except that where such average rate 
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is not a multiple of one-eighth of 1 per centum, the rate of interest of 
such special obligations shall be the multiple of one-eighth of 1 per 
centum next lower than such average rate. Obligations other than 
such special obligations may be acquired for the Fund only on such 
terms as to provide an investment yield not less than the yield which 
would be required in the case of special obligations if issued to the 
Fund upon the date of such acquisition. Advances to the Federal 
en account pursuant to section 1202 (c) shall not be 
invested. 


SECTION 15(b) OF THE RAILROAD RETIREMENT ACT 
RAILROAD RETIREMENT ACCOUNT 


guc. 16. fa)" = 

(b) At the request and direction of the Board, it shall be the duty 
of the Secretary of the Treasury to invest such portion of the amounts 
credited to the account as, in the judgment of the Board, is not imme- 
diately required for the payment of aintindiiin. pensions, and death 
benefits in accordance with the provisions of this Act and the Railroad 
Retirement Act of 1935 in interest-bearing obligations of the United 
States or in obligations guaranteed as to both principal and interest 
by the United States. For such purpose such obligations may be 
acquired on original issue at [par] the issue price or by purchase of 
outstanding obligations at the market price. The purposes for which 
obligations of the United States may be issued under the Second 
Liberty Bond Act, as amended, are hereby extended to authorize the 
issuance at par of special obligations exclusively to the account. 
Such special obligations shall bear interest at the rate of 3 per centum 
per annum. Obligations other than such special obligations may be 
acquired for the account only on such terms as to provide an invest- 
ment yield of not less than 3 per centum per annum. It shall be the 
duty of the Secretary of the Treasury to sell and dispose of obligations 
in the account if it shall be in the interest of the account so to do. 
Any obligations acquired by the account, except special obligations 
issued exclusively to the account, may be sold at the market price. 
Special obligations issued exclusively to the account shall, at the 
request of the Board, be redeemed at par plus accrued interest. All 
amounts credited to the account shall be available for the payment of 
all annuities, pensions, and death benefits in accordance with the 
provisions of this Act and the Railroad Retirement Act of 1935. 


SECTION 209(e)(2) OF THE HIGHWAY REVENUE ACT OF 1956 


SEC. 209. HIGHWAY TRUST FUND. 


(a) Creation oF Trust Funp.—There is hereby established in the 
Treasury of the United States a trust fund to be known as the “High- 
way Trust Fund” (hereinafter in this section called the ‘Trust 
Fund”). The Trust Fund shall consist of such amounts as may be 
appropriated or credited to the Trust Fund as provided in this section. 

* * * * * * * 
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(e) MANAGEMENT oF Trust Funp.— 

(1) In eenERAL.—* * * 

(2) InvestmENT.—It shall be the duty of the Secretary of 
the Treasury to invest such portion of the Trust Fund as is not, 
in his judgment, required to meet current withdrawals. Such 
investments may be made only in interest-bearing obligations of 
the United States or in obligations guaranteed as to both principal 
and interest by the United States. For such purpose such obli- 
gations may be acquired (A) on original issue at fpar] the issue 
price, or (B) by purchase of outstanding obligations at the market 
price. The purposes for which obligations of the United States 
may be issued under the Second Liberty Bond Act, as amended, 
are hereby extended to authorize the issuance at par ‘of special ob- 
ligations exclusively to the Trust Fund. Such special obligations 
shall bear interest at a rate equal to the average rate of interest, 
computed as to the end of the calendar month next preceding 
the date of such issue, borne by all marketable interest-bearing 
obligations of the United States then forming a part of the Pub- 
lic Debt; except that where such average rate is not a multiple 
of one-eighth of 1 percent, the rate of interest of such special 
obligations shall be the multiple of one-eighth of 1 percent next 
lower than such average rate. Such special obligations shall be 
issued only if the Secretary of the Treasury determines that the 
purchase of other interest-bearing obligations of the United 
States, or of obligations guaranteed as to both principal and in- 
terest by the United States on original issue or at the market 
price, is not in the public interest. Advances to the Trust Fund 


pursuant to subsection (d) shall not be invested. 


SECTION 3701 OF THE REVISED STATUTES 


Src. 3701. All stocks, bonds, Treasury notes, and other obligations 
of the United States, shall be exempt from taxation by or under State 
or municipal or local authority. This exemption extends to every form 
of taxation that would require that either the obligations or the interest 
thereon, or both, be considered, directly or indirectly, in the computation 
of the tax, except nondiscriminatory franchise or other nonproperty taxes 
an lieu thereof imposed on corporations and except estate taxes or in- 
heritance taxes. 


SECTION 4(a) OF THE PUBLIC DEBT ACT OF 1941, AS 
AMENDED 


Sec. 4. (a) Interest upon obligations, and dividends, earnings, or 
other income from shares, certificates, stock, or other evidences of 
ownership, and gain from the sale or other disposition of such obliga- 
tions and evidences of ownership issued on or after the effective date 
of the Public Debt Act of 1942 by the United States or any agency or 
instrumentality thereof shall not have any exemption, as such, and 
loss from the sale or other disposition of such obligations or evidences 
of ownership shall not have any special treatment, as such, [under 
the Internal Revenue Code, or laws amendatory or supplementary 
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thereto] except as provided under the Internal Revenue Code of 1954; 
except that any such obligations which the United States Maritime 
Commission or the Federal Housing Administration had, prior to 
March 1, 1941, contracted to issue at a future date, shall when issued 
bear such tax-exemption privileges as were, at the time of such con- 
tract, provided in the law authorizing their issuance. For the pur- 
poses of this subsection a Territory, a possession of the United States, 
and the District of Columbia, and any political subdivision thereof, 
and any agency or instrumentality of any one or more of the foregoing, 
shall not be considered as an agency or instrumentality of the United 
States. 


INTERNAL REVENUE CODE OF 1954 


SEC. 454. OBLIGATIONS ISSUED AT DISCOUNT. 


(a) Non-INTEREST-BEARING OBLIGATIONS IssvuED aT A DiscountT.— 
If, in the case of a taxpayer owning any non-interest-bearing obliga- 
tion issued at a discount and redeemable for fixed amounts increasing 
at stated intervals or owning an obligation described in paragraph (2) 
of subsection (c), the increase in the redemption price of such obliga- 
tion occurring in the taxable year does not (under the method of 
accounting used in computing his taxable ae constitute income 
to him in such year, such taxpayer may, at his election made in his 
return for any taxable year, treat such increase as income received 
in such taxable year. If any such election is made with respect to 
any such obligation, it shall apply also to all such obligations owned 
by the taxpayer at the beginning of the first taxable year to which 
it applies and to all such obligations thereafter acquired by him and 
shall be binding for all subsequent taxable years, unless on application 
by the taxpayer the Secretary or his delegate permits him, subject to 
such conditions as the Secretary or his delegate deems necessary, to 
change to a different method. In the case of any such obligations 
owned by the taxpayer at the beginning of the first taxable year to 
which his election applies, the increase in the redemption price of such 
obligations occurring between the date of acquisition (or, in the case 
of an obligation described in paragraph (2) of subsection (c), the date 
of acquisition of the series E bond involved) and the first day of such 
taxable year shall also be treated as income received in such taxable 
year. 

(b) SHort-TERM OBLIGATIONS IssuED ON Discount Basis.—In the 
case of any obligation— 

(1) of the United States; or 
(2) of a State, a Territory, or a possession of the United States, 
or any political subdivision of any of the foregoing, or of the 
District of Columbia, 
which is issued on a discount basis and payable without interest at a 
fixed maturity date not exceeding 1 year from the date of issue, the 
amount of discount at which such obligation is originally sold shall 
not be considered to accrue until the date on which such obligation 
is paid at maturity, sold, or otherwise disposed of. 

(c) Maturep Unirep States Savines Bonps.—In the case of a 

taxpayer who— 
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(1) holds a series E United States savings bond at the date of 
maturity, and 
{(2) pursuant to regulations prescribed under the Second 
Liberty Bond Act retains his investment in the maturity value 
of such series E bond in an obligation, other than a current in- 
come obligation, which matures not more than 10 years from the 
date of maturity of such series E bond,] 
(2) pursuant to regulations prescribed under the Second Liberty 
Bond Act (A) retains his investment in such series E bond in an 
obligation of the United States, other than a current income obliga- 
tion, or (B) exchanges such series E bond for a series H United 
States savings bond in an exchange upon which gain or loss is not 
recognized because of section 1037 (or so much of section 1031 as 
relates to section 10387), 
the increase in redemption value (to the extent not previously in- 
cludible in gross income) in excess of the amount paid for such series 
E bond shall be includible in gross income in the taxable year in which 
[the obligation] such obligation of the United States or such series H 
bond, as the case may be, is finally redeemed or in the taxable year of 
final maturity of such obligation of the United States or of such series H 
bond, whichever is earlier. This subsection shall not apply to a cor- 
poration, and shall not apply in the case of any taxable year for 
which the taxpayer’s taxable income is computed under an accrual 
method of accounting or for which an election made by the taxpayer 
under subsection (a) applies. 
* * * * * * * 


Part I1J—Common NontTaxaABLE EXCHANGES 


Sec. 1031. Exchange of property held for productive use or investment. 
Sec. 1032. Exchange of stock for property. 

Sec. 1033. Involuntary conversions. 

Sec. 1034. Sale or exchange of residence. 

Sec. 1035. Certain exchanges of insurance policies. 

Sec. 1036. Stock for stock of same corporation. 

Sec. 1037. Certain exchanges of United States savings bonds. 


SEC. 1031. EXCHANGE OF PROPERTY HELD FOR PRODUCTIVE USE 
OR INVESTMENT 

(a) NONRECOGNITION oF GAIN OR Loss From ExcHANGEs SOLELY 
IN Kinp.—No gain or loss shall be recognized if property held for 
productive use in trade or business or for investment (not including 
stock in trade or other property held primarily for sale, nor stocks, 
bonds, notes, choses in action, certificates of trust or beneficial inter- 
est, of other securities or evidences of indebtedness or interest) is 
exchanged solely fot property of a like kind to be held either for 
productive use in trade or business or for investment. 

(b) Garn From Excuances Nort So.e.y 1n Kinp.—If an exchange 
would be within the provisions of subsection (a), of section 1035(a), 
for] of section 1036(a), or of section 1087(a), if it were not for the 
act that the property received in exchange consists not only of prop- 


erty permitted by such oe to be received without the recogni- 


tion of gain, but also of other property or money, then the gain, if 
any, to the recipient shall be recognized, but in an amount not in 
excess of the sum of such money and the fair market value of such 
other property. 
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(c) Loss From Excuances Nor Soiety in Kinp.—If an exchange 
would be within the provisions of subsection (a), of section 1035(a), 
[or] of section 1036 (a), or of section 1037(a), if it were not for the 
fact that the property received in exchange consists not only of prop- 
erty permitted by such provisions to be received without the recog- 
nition of gain or loss, but also of other property or money, than no 
loss from the exchange shall be recognized. 

(d) Basts.—If property was acquired on an exchange described in 
this section, section 1035(a), [or] section 1036(a), or section 1087 (a), 
then the basis shall be the same as that of the property exchanged, 
decreased in the amount of any money received by the taxpayer and 
increased in the amount of gain or decreased in the amount of loss to 
the taxpayer that was recognized on such exchange. If the property 
so acquired consisted in part of the type of property permitted by 
this section, section 1035(a), [or] section 1036(a), or section 1037(a), 
to be received without the recognition of gain or loss, and in part of 
other property, the basis provided in this subsection shall be allocated 
between the properties (other than money) received, and for the pur- 
pose of the allocation there shall be assigned to such other property 
an amount equivalent to its fair market value at the date of the ex- 
change. For purposes of this section, section 1035(a), and section 
1036(a), where as part of the consideration to the taxpayer another 

arty to the exchange assumed a liability of the taxpayer or acquired 
oe the taxpayer property subject to a liability, such assumption or 
acquisition (in the amount of the liability) shall be considered as 
money received by the taxpayer on the exchange. 
+ * * a * a * 


SEC. 1037. CERTAIN EXCHANGES OF UNITED STATES SAVINGS 
BONDS. 

(a) GeneraL Rute— When so provided by regulations promulgated 
by the Secretary under section 22 of the Second Liberty Bond Act, no 
gain or loss shall be recognized on the surrender to the United States of 
series EF) United States savings bonds in exchange solely for series H 
United States savings bonds. 

(b) AppxticaTion or Section 1232.—In any case in which gain has 
been realized but not recognized because of the provisions of subsection 
(a) (or so much of section 1031 (b) as relates to subsection (a) of this 
section), to the extent such gain is later recognized by reason of a dispo- 
sition or redemption of a series H bond received in an exchange subject 
to such provisions, the first sentence of section 1232 (a)(2)(A) shall apply 
to such gain as though the series H bond disposed of or redeemed were 
the series E bond surrendered to the Government in the exchange rather 
than the series H bond actually disposed of or redeemed. For purposes 
of this subsection and section 1232— 

(1) the aggregate amount considered, with respect to the series E 
bond surrendered, as gain from the sale or exchange of property which 
is not a capital asset shall not exceed the difference between the issue 
price and the stated redemption price which applies at the time of 
the exchange, and 

(2) the tssue price of the series H bond received in the exchange 
shall be considered to be the stated redemption price of the series E 
bond surrendered in the exchange, increased by the amount of other 
consideration (if any) paid to the United States as a part of the 
exchange. 
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(c) Cross RereRENCcES.— 


(1) For rules relating to the recognition of gain or loss in 
a case where subsection (a) would apply except for the fact 
that the exchange was not made solely for series H bonds, 
see subsections (b) and (c) of section 1031. 

(2) For rules relating to the basis of series H bonds acquired 
in an exchange for series E bonds, see subsection (d) of section 
1031. 





SUPPLEMENTARY VIEWS OF SENATORS DOUGLAS AND 
McCARTHY 


We are in favor of raising the ceiling on the interest rate to be 
paid on series E- and H-bonds because we believe that those who hold 
them are for the most part ordinary citizens of modest means who 
should receive an interest rate more closely related to that received 
by the large individual and institutional investors who purchase 
marketable bonds. 

But we are not in favor of removing the ceiling entirely. We 
believe that it should not be raised above 4% percent which is the 
present statutory limit on bonds with maturities in excess of 5 years. 
Otherwise we are afraid that the complete removal of the legal ceiling 
will be used as leverage with which to abolish the maximum rate on 
the long-term bonds. 

We are also uneasy about the postponement of the payment of 
income taxes on the accumulated interest on E bonds if reinvested 
in H-bonds. This practice is already too extensive as, for example, 
in the case of rapid depreciation and capital gains, and should not 
be extended further except for the most pressing reasons. As the 
interest rate on E- and H-bonds is being raised by a full percentage 
point, there is less need than previously to postpone the payment of 
tax on the accumulated interest in order to attract purchasers of these 
bonds. 

Pau H. Dovetas. 
EvuGEeNE McCarray. 
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Calendar No. 936 


86TH CONGRESS } SENATE Report 
1st Session No. 910 


PROVIDING FOR A STUDY OF THE FEASIBILITY OF 
ESTABLISHING THE PRESIDENT ADAMS PARKWAY 


Serremser 5, 1959.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


(To accompany H.R. 7125) 


The Committee on Public Works, to whom was referred the bill 
(H.R. 7125), to provide for a study of the feasibility of establishing 
the President Adams Parkway, having considered the same, report 
favorably thereon without amendment, and recommend that the bill 
do pass, 

PURPOSE 


The purpose of H.R. 7125 is to provide authority for appropriation 
of not to exceed $25,000 to be used by Department of the Interior 
through the National Park Service, and the Department of Com- 
merce through the Bureau of Public Roads, for making a joint survey 
of the proposed President Adams Parkway, extending from Faneuil 
Hall in Boston to Plymouth, Mass., and transmitting a report of the 
survey within 1 year to the Congress with recommendations. 


GENERAL STATEMENT 


The development of an improved route such as the proposed Presi- 
dent Adams Parkway has been advocated for a number of years by 
the State of Massachusetts and numerous individuals and historical 
associations. The proposed route to be surveyed extends through 
territory that covers many of the historical sites of the early days of 
our country and the American Revolution. 

The route would extend from the vicinity of Faneuil Hall in Boston 
to Plymouth, and would follow the traffic corridor of Massachusetts 
State Highway 37-C from Faneuil Hall to Neponset, and State 
Highway 3 from Neponset to Plymouth, both of which are on the 
Federal-aid primary highway system. Also lying in this traffic 
corridor and on the Federal-aid primary system is the Southeast 
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Expressway, which the State proposes to develop to freeway standards 
to adequately handle the traffic needs. 

Among the scenes and incidents that would be covered by the pro- 
posed route are the Old State House in Boston; Paul Revere’s home; 
the Old North Church, Dorchester Heights; the home of two American 
Presidents, John Adams and John Quincy Adams; the site of the first 
railroad constructed in the United States; a Mass.; and finally, 
Plymouth Rock, the landing place of the Pilgrams. These points are 
some of the most historic sites in our Nation’s history, and the area is 
traveled by thousands of visitors each year. 

The presently established national parkways are under the jurisdic- 
tion of the National Park Service of the Department of the Interior, 
and the survey would be conducted by the Departments of the 
Interior and Commerce, which follows the precedent that has been 
established by similar legislation in the past. 

H.R. 7125 would only authorize a study of the parkway. Such 
study would include access, traffic conditions, bottlenecks, and other 
improvements, .as well as any additional construction deemed neces- 
sary, method of financing, and administration of the facility after com- 
pletion. ‘The route would follow existing Federal-aid highways which 
could be designated as the parkway route. The committee under- 
stands that all but about 8 miles of the proposed 40-mile section are 
complete. For this reason, it is considered doubtful that the entire 
amount authorized by H.R. 7125. will be required to complete the 
study. 

The committee believes that the survey of the proposed President 
Adams Parkway is highly desirable and worth while, and recommends 
enactment of H.R. 7125. 

A letter of comments from the Department of Commerce on H.R. 
7125 is as follows: 

THE SECRETARY OF CoMMERCE, 
Washington, D.C., July 8, 1959. 
Hon. Cuarues A. Buckuey, 
Chairman, Committee on Public Works, 
House of Representatives, Washington, D.C. 

Dear Mr. Cuarrman: This is in reply to your request for the views 
of this Department concerning H.R. 7125, H.R. 7143, and H.R. 7151, 
identical bills to provide for a study of the feasibility of establishing 
the President Adams Parkway. 

The bills would authorize the appropriation of $25,000 for a study 
to be conducted by the Secretary of Commerce concerning the feasi- 
bility of establishing a parkway between Faneuil Hall in Boston to 
“Plymouth, Mass., via Quincy, Mass., in memory of Presidents John 
‘Adams and John Quincy Adams. 

The Department recommends against the enactment of the proposed 
legislation. ; 

The proposed route of the parkway is in the traffic corridor of 
Massachusetts State Highway 37C from Faneuil Hall to Neponset and 
State Highway 3 from Neponset to Plymouth, both of which are in- 
cluded in the Federal-aid primary system. Also lying in this traffic 
‘corridor and on the Federal-aid primary system is the Southeast Ex- 
pressway, which the State proposes to develop to freeway standards 
‘to adequately handle the traffic needs. 
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Prior to the addition of the Southeast Expressway to the Federal- 
aid primary system, the State of Massachusetts conducted extensive 
studies of traffic conditions in the area now proposed for study under 
the pending legislation. In view of the studies already conducted by 
the State in this traffic corridor and the intent of the State to develop 
a facility to freeway standards to handle anticipated traffic in the 
area, it does not appear that further studies are necessary or that an 
additional route could be economically justified from the standpoint 
of traffic service under any reasonable estimate of need at this time. 

In view of the foregoing, the Department would recommend against 
the enactment of legislation such as that proposed by the pending bills. 

By way of additional observation, all presently established national 
parkways are under the jurisdiction of the National Park Service of 
the Department of the Interior. Any undertaking of a study con- 
cerning a proposed national parkway by the Department of Commerce 
without the joint efforts and cooperation of the Department of the 
Interior, therefore, would seem inappropriate. 

We have been advised by the Bureau of the Budget that it would 
interpose no objection to the submission of this letter. 

Sincerely yours, 
Freperick R. MveEtuer, 
Acting Secretary of Commerce; 


O 








Calendar No. 937 


861TH CoNGREsS } SENATE Report 
Ist Session No. 911 


INCREASING THE FUND FOR BRIDGES ON FEDERAL 
DAMS 


SepTemMBER 5, 1959.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany S. 793] 


The Committee on Public Works, to whom was referred the bill 
(S. 793), to amend title 23 of the United States Code in order to 
increase the amount authorized for bridges over Federal dams, having 
considered the same, report favorably thereon with an amendment, 
and recommend that the bill, as amended, do pass. 

The amendment is as follows: 

Page 1, line 5, strike out ‘‘$15,000,000” and insert in lieu thereof 
“$13,000,000”. 

PURPOSE 


The purpose of S. 793 as amended is to amend subsection (d) of 
section 320 of title 23, United States Code, by increasing the authoriza- 
tion of funds that can be used for the construction of bridges on 
Federal dams from $10 million to $13 million. 


GENERAL STATEMENT 


Section 320 of title 23 of the United States Code, authorizes cone 
trolling Federal agencies to design and construct any dam so that it 
will constitute a suitable foundation to support a public highway 
bridge, and to design and construct the bridge on such dam. Sub- 
section 320(d) authorizes not to exceed $10 million for payment by 
the Secretary of Commerce to reimburse any agency for additional 
costs which may be incurred because of such design and construction. 

S. 793 would amend subsection (d) of section 320 by increasing from 
$10 million to $13 million the amount of the emergency fund provided 
under that subsection to be available for expenditure by the Secretary 
of Commerce in accordance with the provisions of section 320 for 
the construction of bridges over Federal dams, which permits projects 
to be financed wholly with Federal funds. 
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Highway projects which include bridges over dams are eligible for 
financing under regular Federal-aid procedures if they are on a Federal- 
aid system and if they meet appropriate Federal-aid criteria for the 
system of which they area part. Financing such projects under such 
procedures would require State matching funds in the ratio applicable 
to the Federal-aid system upon which such projects are located. 

The existence of an emergency fund to provide for the construction 
of bridges over Federal dams has proved to be very beneficial, and 
since enactment of the law in 1946, the $10 million is practically 
exhausted. 

The committee believes this to be a very worthwhile program, and 
that a bridge and roadway across a Federal dam can serve many 
useful purposes, subject of course to Federal control of such bridge 
and roadway. These funds can be very satisfactorily utilized for 
providing a highway which is not located on any Federal-aid system 
across a Federal dam, or in isolated localities where access across a 
stream is desirable. 

The committee was advised that there is at least one such bridge 
in an incomplete status, and that while the unobligated funds under 
this authorization is small, the increase by $5 million as proposed in 
S. 793 might not be needed. Accordingly, the committee has pro- 
posed an amendment providing an increase of only $3 million over 
the present authorization. 

The committee believes this legislation highly desirable and recom- 
mends enactment of S. 793, as amended. 

The comments of the Federal agencies on S. 793, are as follows: 


DEPARTMENT OF THE ARMY, 
Washington, D.C., June 19, 1959. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
U.S. Senate. 


Dear Mr. Cuarrman: Reference is made to your request for the 
views of the Department of the Army with respect to S. 793, 86th 
Congress, a bill to amend title 23 of the United States Code in order 
to increase the amount authorized for bridges over Federal dams. 

Section 320 of title 23 of the United States Code authorizes con- 
trolling Federal agencies to design and construct any dam so that it 
will constitute a suitable foundation to support a public highway 
bridge, and to design and construct the bridge on such dam. Sub- 
section 320(d) authorizes not to exceed $10 million for payment by 
the Secretary of Commerce to reimburse any agency for additional 
costs which may be incurred because of such design and construction. 
This bill, S. 793, would amend the existing law by increasing this 
amount to $15 million. 

The Department of the Army interposes no objection to the above- 
mentioned bill. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. However, the Bureau invites attention to 
its letter to the committee dated June 4, 1959, wherein the Bureau 
states that it would not favor the enactment of this legislation. 

Sincerely yours, 


Wiuser M. Brucker, Secretary of the Army. 
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TENNESSEE VALLEY AUTHORITY, 
Knozville, Tenn., June 12, 1989. 


Hon. Dennis CHAVEz, 

Chairman, Committee on Public Works, 
4202 Senate Office Building, 
Washington, D.C. 


Dear Senator Cuavez: This is in response to your letter of May 
21, 1959, requesting our comments on S. 793, a bill to amend title 23 
of the United States Code in order to increase the amount authorized 
for bridges over Federal dams. 

The act of July 29, 1946 (60 Stat. 709; now codified in 23 U.S.C. 
320), authorized the Bureau of Public Roads to use up to $10 million 
of money available for highway construction purposes to assist in the 
construction of highway bridges -across federally owned dams. We 
understand that this authorization is virtually exhausted. S. 793 
would provide an additional authorization of $5 million. 

Bridges have been built across several TVA dams under the 1946 
legislation and we believe its provisions have served a useful public 
Sen We are aware, however, that in recent years major highway 
egislation has been enacted by the Congress and we do not feel 
qualified to judge the relationship of S. 793 to these other statutes 
nor to express an opinion concerning the appropriate source of highway 
a _ be used to finance the bridge construction contemplated by 
the bill. 

This report has been submitted to the Bureau of the Budget which 
advises that it has no objection to submission of the report to your 
committee. 

Sincerely yours, 
Hersert D. VoceEt, 
Chairman of the Board. 


U.S. DepaRTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., June 19, 1959. 


Dear Senator CHavez: This responds to your request for the 
views of this Department on S. 793, a bill to amend title 23 of the 
‘United States Code in order to increase the amount authorized for 
bridges over Federal dams. 

Section 320 of title 23, United States Code, authorizes the Secretary 
of Commerce, in certain circumstances, to reimburse Federal agencies 
which are charged with constructing dams for the cost of making 
provision in the design and construction of any dam so that it may be 
used as a public highway bridge. Subsection (d) of that section makes 
available to the Secretary of Commerce the sum of $10 million for such 
reimbursement purposes. S. 793 would amend section 320 to increase 
‘this amount to $15 million. 

This Department, in connection with its water resources develop- 
ment program, has responsibility for the construction, operation and 
maintenance of certain dams and for preparing plans for projects to 
be constructed in the future which will include the construction of 
\dams, some of which may be subject to being used as highway bridges 
{within the purview of section 320. 
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However, the scheduling of projects for which funds would be 
available under that section is a function of the Department of 
Commerce. We have no information on tbe present status of the 
fund or the need for an increase in the amount of the fund as is pro- 
posed in S. 793. Accordingly, we can make no recommendation with 
regard to the enactment of this bill. 

he Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your committee. 
Sincerely yours, 


Eimer F. Bennett, 
Acting Secretary of the Interior. 


Tue SECRETARY OF COMMERCE, 
Washington, D.C., June 22, 1959. 
Hon. Dennis CHAVEZ, 


Chairman, Committee on Public Works, 
U.S. Senate, Washington, D.C. 


Dear Mr. CuarrMan: This is in reply to your request for the views 
of this Department on S. 793, a bill to amend title 23 of the United 
States Code in order to increase the amount authorized for bridges over 
Federal dams. 

The bill would amend subsection (d) of section 320 of title 23, 
United States Code, by increasing from $10 million to $15 million the 
amount of the emergency fund provided for under that subsection. 
This fund is available for expenditure by the Secretary of Commerce 
in accordance with the provisions of section 320 of title 23 for the 
construction of bridges over Federal dams, which permits such 
projects to be financed wholly with Federal funds. 

Highway projects which include bridges over dams are eligible 
for financing under regular Federal-aid procedures if they are on a 
Federal-aid system and if they meet appropriate Federal-aid criteria 
for the system of which they are a part. Financing such projects 
under such procedures would, of course, require State matching funds 
in the ratio applicable to the Federal-aid system upon which such 
projects are located. 

The existence of an emergency fund to provide for the construc- 
tion of bridges over Federal dams has proved to be very beneficial. 
Since the enactment, in 1946, of the law which established the emer- 

ency fund, however, Federal financial assistance to the States for 
Ginwas construction has increased tremendously. The availability 
of increased amounts of Federal-aid highway funds makes it question- 
able whether there is further need for an emergency fund to provide 
for the construction of bridges over dams. 

In view of these circumstances, enactment of S. 793 seems to be 
unnecessary. 

The Bureau of the Budget advises that it interposes no objection 
to the submission of this report, 

Sincerely yours, 
Freperick H. MvueEtuer, 
Under Secretary of Commerce. 
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Executive Orrick OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 


Washington, D.C., June 4, 1959. 


Hon. Dennis CHAvez, 
Chairman, Committee on Public Works, 
U.S. Senate, Washington, D.C. 

My Dear Mr. Cuarirman: This is in reply to your letter of Jan- 
uary 30, 1959, requesting the views of this office on S. 793, a bill to 
amend title 23 of the United States Code in order to increase the 
amount authorized for bridges over Federal dams. 

As the Department of Commerce has indicated in its report to your 
committee on this bill, highway projects which include bridges over 
dams are eligible for financing under regular Federal-aid procedures 
if they meet appropriate Federal-aid criteria for the system for which 
they are a part. 

The original legislation providing authorizations for the construc- 
tion of bridges over dams was enacted in 1946. The annual level of 
Federal-aid highway grants to the States has increased from $500 
million in 1946 to $3,400 million in 1960. The availability of these 
increased authorizations to the States reduces the necessity of special 
reste, as provided in S. 793, to augment Federal assistance to the 

tates for highway and bridge construction. In addition, it is believed 
that the regular Federal-aid grant program provides the most satis- 
factory method of assuring equitable distribution of Federal assistance 
among all the States. 

Accordingly, the Bureau of the Budget would not favor the enact- 
ment of this legislation. 

Sincerely yours, 
Puiturr S. Hugues, 
Assistant Director for Legislative Reference. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of the rule XXITX of the Stand- 
ing Rules of the Senate, changes in existing law made by the bill as 
reported are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


§ 320. Bridges on Federal Dams 


(a) Each executive department, independent establishment, office, 
board, bureau, commission, authority, administration, corporation 
wholly owned or controlled by the United States, or other agency of 
the Government of the United States, hereinafter collectively and 
individually referred to as “agency”, which on or after July 29, 1946, 
has jurisdiction over and custody of any dam constructed or to be 
constructed and owned by or for the United States, is authorized, with 
any funds available to it, to design and construct any such dam in 
such manner that it will constitute and serve as a suitable and ade- 
quate foundation to support a public highway bridge upon and 
across such dam, and to design and construct upon the foundation 
thus provided a public highway bridge upon and across such dam. 
The highway department of the State in which such dam shall be 
located, jointly with the Secretary, shall first determine and certify 
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to such agency that such bridge is economically desirable and needed 
as a link in the State or Federal-aid highway systems, and shall 
request such agency to design and construct such dam so that it will 
serve as a suitable and adequate foundation for a public highway 
bridge and to design and construct such public highway bridge upon 
and across such dam, and shall agree to reimburse such agency pursu- 
ant to subsection (d) of this section for ‘any additional costs which it 
may be required to incur because of the design and construction of such 
dam so that it will serve as a foundation for a public highway bridge 
and for expenditures which it may find it necessary to make in design- 
ing and constructing such public highway bridge upon and across such 
dam. In no case shall the design and construction of a bridge upon 
and across such dam be undertaken hereunder except by the agency 
having jurisdiction over and custody of the dam, acting directly or 
through contractors employed by it, and after such agency shall deter- 
mine that it will be structurally feasible and will not interfere with 
the proper functioning and operation of the dam. 

(b) Cctieteaetien! of any bridge upon and across any dam pursuant 
to this section shall not be commenced unless and until the State in 
which such bridge is to be located, or the appropriate subdivision of 
such State, shall enter into an agreement with such agency and with 
the Secretary to construct, or cause to be constructed, with or without 
the aid of Federal funds, the approach roads necessary to connect 
such bridge with existing public highways and to maintain, or cause 
to be maintained, such approach roads from and after their completion, 
Such agreement may also provide for the design and construction of 
such bridge upon and across the dam by such agency of the United 
States and for reimbursing such agency the costs incurred by it in 
the design and construction of the bridge as provided in subsection 
(d) of this section. Any such agency is hereby authorized to convey 
to the State, or to the appropriate subdivision thereof, without costs, 
such easements and rights-of-way in its custody or over lands of the 
United States in its custody and control as may be necessary, conven- 
ient, or proper for the location, construction, and maintenance of the 
approach roads referred to in this section including such roadside 
parks or recreational areas of limited size as may be deemed neces- 
sary for the accommodation of the traveling public. Any bridge con- 
structed pursuant to this section upon and across a dam in the custody 
and jurisdiction of any agency of the United States, including such 
portion thereof, if any, as may extend beyond the physical limits of 
the dam, shall constitute and remain a part of said dam and be main- 
tained by the agency. Any such agency may enter into any such 
contracts and agreements with the State or its subdivisions ——— 
public use of any bridge so located and constructed as may be deeme 
appropriate, but no such bridge shall be closed to public use by the 
agency except in cases of emergency or when deemed necessary in 
the interest of national security. 

(c) All costs and expenses incurred and a made by any 
agency in the exercise of the powers and authority conferred by this 
section (but not including any costs, expenses, or expenditures which 
would have been required in any event to satisfy a legal road or bridge 
relocation obligation or to meet operating or other agency needs), 
shall be recorded and kept separate and apart from the other costs; 
expenses, and expenditures of such agency, and no portion thereof 
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shall be charged or allocated to flood control, navigation, irrigation, 
fertilizer production, the national defense, the development of power, 
or other program purpose or function of such agency. 

(d) Not to exceed [$10,000,000] $13,000,000 of any money hereto- 
fore or hereafter appropriated for expenditure in accordance with the 

rovisions of this title or prior Acts shall be available for expenditure 
ie the Secretary in accordance with the provisions of this section, as 
an emergency fund, to reimburse any agency for any additional costs 
or expenditures which it may be required to incur because of the 
design and construction of any such dam so that it will constitute 
and serve as a foundation for a public highway bridge upon and 
across such dam and to reimburse any such agency for any costs, ex- 
penses, or expenditures which it may be required to make in designing 
and constructing any such bridge upon and across a dam in accord- 
ance with the provisions of this section, except such costs, expenses, 
or expenditures as would have been required of such agency in any 
event to satisfy a legal obligation to relocate a highway or bridge or 
to meet operating or other agency needs, and there is authorized to 
be appropriated any sum or sums necessary to reimburse the funds 
80 agua by the Secretary from time to time under the authority 
of this section. Of each bridge constructed upon and across a dam 
under the provisions of this section, there may be financed wholly 
with Federal funds that portion thereof which is located within the 
physical limits of the masonry structure, or structures, of the dam, 
and the Secretary shall in his sole discretion determine what addi- 
tional portion of the bridge, if any, may be so financed, such deter- 
mination to be final and conclusive. The remainder of the bridge, 
and any necessary related approach roads, shall be financed by the 
State or its appropriate subdivision with or without the aid of Federal 
funds; but said portion of the bridge so financed by the State or its 
subdivisions, including such portion thereof, if any, as may extend 
beyond the physical limits of the dam, shall nevertheless be designed 
and constructed solely by the agency having custody and jurisdiction 
of the dam as provided in subsection (a) of this section. 

(e) In making, reviewing, or approving the design of any bridge 
or approach structure to be constructed under this section, the agency 
shall, in matters relating to roadway design, loadings, clearances and 
widths, and traffic safeguards, give full consideration to and be guided 
by the standards and advice of the Secretary. 

(f) The authority conferred by this section shall be in addition to 
and not in limitation of authority conferred upon any agency by ny 
other law, and nothing in this section contained shall affect or be 
deemed to relate to any bridge, approach structure, or highway con- 
structed or to be constructed by any such agency in furtherance of its 
lawful purposes and requirements or to satisfy a legal obligation 
d independently of this section. 


O 








Calendar No. 938 


86TH CONGRESS : ; SENATE | Revort 
1st Session No. 912 


AUTHORIZING THE CONVEYANCE OF LAND IN JOHN DAY 
RESERVOIR TO THE CITY OF ARLINGTON, OREG. 


SepTeMBER 5, 1959.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany S. 2362] 


The Committee on Public Works, to whom was referred the bill 
(S. 2362) to authorize the Secretary of the Army to convey to the city 
of Arlington, Oreg., certain lands in the John Day lock and dam 
project, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize the Secretary of the Army 
to convey to the city of Arlington, Oreg., at market value as deter- 
mined by the Secretary, any lands within the corporate limits of said 
city acquired for construction of John Day lock and dam and no 
longer required for project purposes. 


GENERAL STATEMENT 


The John Day lock and dam is located on the Columbia River about 
215 miles above its mouth and 3 miles downstream from the mouth of 
John Day River. The project was authorized by the Flood Control 
Act approved May 17, 1950, in accordance with the plan presented 
in House Document No. 531, 8ist Congress. The project provides 
for a dam, powerplant, fish ladders, navigation lock, and other 
necessary appurtenant facilities. 

The project will provide 500,000 acre-feet of flood-control storage, 
a power installation consisting initially of 12 units of 109,000 kilo- 
watts each, a total of 1,308,000 kilowatts, and will provide a slack 
water pool about 75 miles long extending upstream to McNary 
lock anddam. The total estimated cost is $387 million. The project 
is under construction. 
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Arlington, Oreg., is located on the left bank of the Columbia River 
at mile 242, on Alkali Canyon, a short tributary entering the Columbia 
River from the south. The Flood Control Act of 1944 authorized 
a flood-control project consisting of improvement of 3,000 feet of 
Alkali Canyon through the city and necessary bridges. The construc- 
tion of the John Day lock and dam, with the level of the John Day 
Pool, eliminated the need for the flood-control project on Alkali 
Canyon. No work was done on the project, having an estimated 
cost of $513,000. 

The plan for the John Day lock and dam contemplated either raising 
the level of a portion of the city of Arlington, or flooding ‘and relocating 
it. The city has a population of about 1,000 persons, and is the 
commercial center for a large farming and-ranching area. Because 
raising the city is considered more economical, the Corps of Engineers 
proposes to acquire fee title to all the lands within the project area, 
remove the improvements, place fill on those lands that will not be 
permanently inundated, and make the area available for reuse in 
place. Land acquisition is scheduled to commence in the fall of 1959. 

The city of Arlington, in anticipation of the project accomplishment 
as outlined, has established protective zoning with the view to having 
the areas of the new city redeveloped. Land adjacent to the city is 
steep, inaccessible, and undesirable for municipal purposes. ‘The 
Chief of Engineers will arrange with the city of Arlington for the 
preservation or replacement of city owned or operated structures or 
facilities, including roads and utilities. These relocated facilities will 
be installed after the level of the city has-been raised by the filling 
operation and in accordance with the overall plan adopted by the city. 

When all of the relocation work has been accomplished, the United 
States will no longer require fee title to the property, although flowage 
easements may be necessary in some ports. In the absence of any 
other Federal agency requirement for the property, the remainder 
would be excess and reported to the General Services Administration 
for transfer or disposal. The city officials fear that if the property is 
disposed of by the GSA, other parties might obtain the property for 
a use not desired by the city. 

S. 2362 would provide for conveyance of the property to the city 
of Arlington. The city could obtain all the property at one time, lay 
it out in lots of its desired size, and resell the lots in accordance with 
State laws. 

The bill contains safeguards for the Federal Government by obtain- 
ing market value for the land and imposing necessary reservations and 
restrictions. The provisions of the act will terminate within 6 years, 
which provides assurance that there will be no large increase in market 
value between the time the land was acquired by the United States 
and the time of its sale to the city of Oregon. 

The committee believes that enactment of S. 2362 would provide 4 
means for the city of Arlington to participate in carrying out the more 
economical plan of the project authorization. It would require no 
additional funds, but rather would permit recovery of some Federal 
‘costs. The committee therefore recommends enactment of S. 2362. 

The favorable comments of the Secretary of the Army on S. 2362 
are as follows: 
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DePARTMENT OF THE Army, 
Washington, D.C. 
Hon. Dennis CHAvez, 
Chairman, Committee on Public Works, 
US. Senate. 

Drar Mr. CHatrMan: Reference is made to your request for the 
views of the Department of the Army with respect to S. 2362, 86th 
Congress, a bill to authorize the Secretary of the Army to convey to 
the city of Arlington, Oreg., certain lands at the John Day lock and 
dam project. 

The Department of the Army interposes no objection to the above- 
mentioned bill, the purpose of which is stated in its title. 

The Chief of Engineers, under the supervision of the Secretary of 
the Army, initiated construction of the John Day lock and dam on 
the Columbia River as authorized by the River and Harbor Act of 
May 17, 1950 (64 Stat. 163, 167), as outlined in House Document 531, 
81st Congress. The plan for this project, as set forth in the House 
document, contemplates either raising the level of the city of Arling- 
ton, Oreg., or flooding and relocating it. Because raising the city 
is considered to be more economical, the Corps of Engineers proposes 
to acquire fee title to all and lands that would be within the project 
area, remove the improvements, place fill on those lands that will not 
be permanently inundated, and make the area available for reuse in 
place. Land-acquisition will commence in the fall of 1959. 

The city of Arlington, in anticipation of project accomplishment as 
outlined above, has established protective zoning with the view to 
having the areas of the new city redeveloped. In accordance with the 
authority of section 2 of the Flood Control Act of June 26, 1938 (52 
Stat. 1215, 1216), and of section 111 of the act of July 3, 1958 (72 Stat. 
297, 303), the Chief of Engineers will arrange with the city of Arlington 
for the preservation or replacement of city owned or operated struc- 
tures or facilities including roads and utilities. These relocated 
facilities will be installed after the level of the city has been raised by 
the filling operation and in accordance with the overall plan adopted 
by the city. 

When all of the relocation work has been accomplished the United 
States will no longer require fee title to the property, although flowage 
easements may be necessary in some parts. In the absence of any 
other departmental requirement for the property, the remainder would 
be excess and reported to General Services Administration for transfer 
or disposal in accordance with the Federal Property and Administra- 
tive Services Act (63 Stat. 367). It is the purpose, however, of the 
above-mentioned bill to provide for the conveyance of the property 
to the city of Arlington. 

If the entire city were being relocated, the municipality would 
have complete control of its redevelopment. City officials say that 
raising the city is actually the same as “relocating it in place” and 
that they should be afforded identical control in the redevelopment 
of the city after the fill has been put in place. They have expressed 
a fear that they would be unable to do this if the property is reported 
excess, for disposal through General Services Administration, inasmuch 
as others might intervene and obtain property for a use not desired 
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by the city. The pending bill is designed, therefore, to permit the 
municipality to step in and acquire all of the land from the United 
States at one time. Thereafter, having laid it out in lot sizes of its 
own choosing, the city proposes to resell the property under conditions 
determined by it in accordance with Oregon law. 

The bill contains sufficient safeguards for the benefit of the project 
by permitting the Secretary of the Army to impose necessary reserva- 
tions and restrictions. In addition, the Government in the sale would 
obtain market value, which is defined by the bill as being the price 
which the United States paid for the property, adjusted to reflect any 
increase in value because of Government constructed improvements 
or any decrease in value caused by damage or the imposition of restric- 
tions in the conveyance. Relative to this point, it is the opinion of the 
Department of the Army that the placement of the fill material on the 
land will not, in itself, constitute an improvement since the place- 
ment of the fill is required by the project as a project expense. 

By providing, in section 6, that the act shall terminate 6 years after 
it is enacted, the bill contains necessary assurances, in the use of the 
valuation formula, that there will not have been any large increase in 
market value of the property between the time of its acquistion by 
the United States and its sale to the city. At the same time this provi- 
sion precludes a situation in which the United States would be unable 
to dispose of the land in any other manner if agreement could not be 
reached with the city of Arlington in a reasonable time. 

Inasmuch as the bill would provide a means for the city of Arling- 
ton to participate in carrying out the more economical plan envi- 
sioned by the project authorization, this Department interposes no 
objection to its enactment. 


Enactment of this measure will have no effect on the budgetary 
requirements of the Department of the Army. 
The Bureau of the Budget advises that there is no objection to the 
submission of this report. 
Sincerely yours, 


Witser M. Brucker, 
Secretary of the Army. 
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86TH CONGRESS t SENATE | Report 
1st Session No. 913 


AMENDING THE INTERNAL REVENUE CODE OF 1954 


SerTeMBER 8 (legislative day, SepremBeEr 5), 1959.—Ordered to be printed 


Mr. Byrp of Virginia, from the Committee on Finance, submitted the 
following 


REPORT 


[To accompany H.R. 47] 


The Committee on Finance, to whom was referred the bill (H.R. 47), 
an act to amend the Internal Revenue Code of 1954 to provide a 
personal exemption for children placed for adoption, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill as amended do pass. 

For 1959 and subsequent years, section 1 of this bill would amend 
the definition of a dependent for purposes of claiming a $600 depend- 
ency exemption to treat in the same manner as a natural-born child 
of an individual not only a legally adopted child, as is provided by 
present law, but also a child placed with him by an authorized place- 
ment agency for legal adoption by him if the child is a member of the 
individual’s household. An exemption could already be claimed for 
such a child under present law (assuming other required tests are met) 
but generally only after he has been in the home of the taxpayer for 
an entire year. The effect of the bill is to waive this “entire year” 
requirement where the child is placed in the home by an authorized 
placement agency. 

The requirement that this treatment be available only where the 
child is placed in the individual’s home by an authorized placement 
agency is provided so that the Internal Revenue Service will have a 
means of distinguishing between cases where the child is placed in a 
home for adoption from those cases where the custody of the child is 
temporary and the individual has no intention of adopting the child. 
It is believed that this limitation will prevent abuse of the provision. 

Section 1 of the bill will be effective for taxable years beginning after 
December 31, 1958. 

Section 2 of the bill, added by your committee, relates to the election 
of certain small business cor porations as to their taxable status. 

Subsection (a) of section 2 makes it clear that, in determining the 
number of shareholders of a small business corporation, a husband 
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and wife owning stock jointly or as community property shall be 
counted as only one shareholder. This amendment would apply to 
taxable years beginning after December 31, 1959. Under existing 
law a small business corporation may not have more than 10 share- 
holders. It is clear from the manner in which the word “shareholder” 
is used in connection with small business corporations that each person 
having a community or common interest in stock must be counted as 
a shareholder. 

Subsection (b) of section 2 makes it clear that a deceased share- 
holder will not be denied his pro rata share of the small business cor- 
poration’s net operating loss. This amendment would take effect on 
the day after the date of enactment of this act. Section 1374 of 
present law allows shareholders of an electing small business corpora- 
tion to deduct their pro rata share of the corporation’s net operating 
loss. However, a shareholder who dies before the end of the corpo- 
ration’s taxable year may be deprived of his share of the net operat- 
ing loss which occurs in the corporation’s taxable year in which he 
dies. 

Subsection (c) of section 2 strikes out paragraph 8 of section 1504(b), 
relating to definition of “includible corporation,” thereby clarifying 
the definition of a small business corporation. This amendment 
would take effect on the day after the date of enactment of this act. 
Section 1371(a) of present law defines a small business corporation 
to mean a domestic corporation which, among other requirements, is 
not a member of an affiliated group of corporations. This requirfe- 
ment prevents an electing small business corporation from having 
an 80-percent owned subisidiary However, paragraph 8 of section 
1504(b) of the Internal Revenue Code, which was designed to insure 
this result, actually has the opposite effect by permitting the acquisi- 
tion of a subsidiary by a small business corporation after the election 
has been made. 

CHANGES IN EXISTING LAW 


In the opinion of the committee, it is necessary to dispense with 
the requirements of subsection 4 of rule XXIX of the Standing Rules 
of the Senate in order to expedite the business of the Senate in con- 
nection with this report. 

O 
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86TH CoNGRESS t SENATE { Report 
1st Session No. 914 


AMENDING THE ACT ENTITLED “AN ACT TO PROVIDE 
FOR THE BETTER REGISTRATION OF BIRTHS IN THE 
DISTRICT OF COLUMBIA, AND FOR OTHER PURPOSES” 


SepTreMBer 8 (legislative day, SepremBer 5), 1959.—Ordered to be printed 


Mr. Brsxe, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


[To accompany S. 2327] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 2327) to amend the act entitled “An Act to provide for the 


better registration of births in the District of Columbia, and for other 
purposes’, after full consideration, report favorably thereon without 
amendment and recommend that the bill do pass. 

The purpose of the bill is to amend the act entitled “An Act to 
provide for the better registration of births in the District of Columbia, 
and for other purposes”, so as to authorize the Commissioners of the 
District of Columbia to establish rules and regulations permitting the 
certiiication of given names for birth records in those cases where such 
names have never been properly certified, and where because of 
death or incapacity upon the part of parents, proper certification 
cannot be executed. ‘The Director of Public Health would be author- 
ized to accept certifications made in accordance with the regulations 
authorized by this bill to be issued and to make appropriate entries 
upon the official records. 

A public hearing was held upon the bill August 14, 1959, at which 
no testimony in opposition to the bill was offered. 

The Commissioners of the District of Columbia, by letter dated 
June 9, 1959, submitting the draft legislation, set forth the need for 
this legislation as follows: 

The act of March 1, 1907, as amended (34 Stat. 1010, 
sec. 6-301, D.C. Code, 1951 edition), provides, among other 
things, that upon receipt of report of a birth the Director of 


Public Health shall forward to the father or mother of the 
child: 
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“* * * © blank form on which the father or mother ma 
certify over his or her signature the name of such chil 
which form, if thus executed and returned to said health 
officer within 3 months next following the date of birth, shall 
be a part of the official record of such birth.’”’ [Emphasis 
supplied.] 

Despite the foregoing provision of law a large number of 
birth records maintained by the District of Columbia are 
incomplete either because the person was born prior to 
March 1, 1907, when the laws in effect up to that date did 
not require the given name of the child, or because the 
parents have failed to return the forms which were sent them 
by the Department of Public Health. In cases where 
births occurred prior to March 1, 1907, or where there were 
births registered thereafter for which a given name was 
never proper! y certified, the persons inv olved may experience 
difficulty in having the incomplete record accepted as proof 
of birth. Therefore, i in order to make it possible for a birth 
record to be completed with the given name of a child, the 
Commissioners recommend the amendment of subsection (a) 
of the first section of the act approved March 1, 1907, as 
amended, in such manner as to authorize the certification to 
the Director of Public Health of the District of Columbia 
of the given name of the child to which any such birth 
record may relate, and to authorize the Commissioners to 
make rules and regulations to allow the certification of given 
names for birth records where such name has never been 
properly certified and a certification cannot be executed by 
a parent because both parents are deceased, unknown, or 
physically or mentally incapacitated. 

The act of August 1, 1950 (64 Stat. 393; sec. 6-101, D.C. 
Code, 1951 ed.) in its first section provides ‘that on and after 
the effective date of its enactment (August 31, 1950), the 
Health Officer of the District of Columbia shall be known 
as the Director of Public Health. While the Health Depart- 
ment and the office of the Director of Public Health were 
abolished by section 2 of Reorganization Plan No. 5 of 1952, 
the Commissioners, under the ‘authority of section 3 of such 
plan, have established a Department of Public Health, 
headed by a Director, to whom the Commissioners have 
delegated the public health functions required to be per- 
formed by the Commissioners. Inasmuch as the official to 
whom reference should be made in the proposed amendment 
of the last paragraph of subsection (a) of the act of March 1, 
1907 is now ofiicially designated the “Director of Public 
Health’, the amendment recognizes this fact. However, 
in view of the reference to the “health officer” in the first 
paragraph of subsection (a) of the act of March 1, 1907, as 
amended, which would not be changed by the proposed 
amendment of the last paragraph, the Commissioners believe 
it advisable that such act be amended by the addition of a 
new subsection, defining “health officer”, “Director of Public 
Health”, and ‘Director’ as meaning the director of the De- 
partment of Public Health of the District of Columbia, as 
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established by the Commissioners pursuant to the authority 
contained in section 3 of Reorganization Plan No. 5 of 1952. 

In the belief that the proposed bill will provide for the 
better registration of births in the District of Columbia, the 
Commissioners urge its enactment. 


The committee was informed by letter dated July 8, 1959, from the 
Assistant Corporation Counsel of the District of Columbia, that no 
additional cost to the District is anticipated if the bill were to be 
enacted. The Department of Public Health is of the opinion that 
any extra work involved as the result of the enactment could be 
absorbed by present personnel. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman): 


(34 Stat. 1010; 70 Stat. 487) 


That (a) any physician or midwife who attends at the birth of any 
child within the District of Columbia, and any person whosoever who, 
in the absence of a physician or midwife, performs any of the offices 
usually rendered by such shall execute or cause to be executed and shall 
file with the health officer of said District not later than the Saturday 
first ensuing after the expiration of three secular days immediately 
following the date of such birth a proper report thereof, written in 
ink, on a blank furnished by said health officer, embodying all such 
data as may be necessary for the purposes of the Bureau of the Census 
of the Department of Commerce and such other data, if any, as the 
Commissioners of said District deem needful. So far as relates to any 
data aforesaid not based upon the personal observation of the physi- 
cian, midwife, or other person by whom report is made, every such 
report shall show the name and address of the informant and the 
relationship of said informant to the child born: Provided, however, 
That if the child born be illegitimate it shall in no case be necessary 
for any physician, midwife, or other person to indicate on any report 
required by this Act any fact or facts whereby the identity of the 
father or of the mother or of the child born will be disclosed: And 
provided further, That no report need be made of stillbirths when the 
fetus delivered has apparently not passed the fifth month of utero- 
gestation. 

Upon receipt of any report aforesaid, [said health officer] the Direc- 
tor of Public Health shall forward to the father of the child, or, if his 
address be unknown, to the mother, an acknowledgment of the receipt 
of such report, and if the infant delivered be not stillborn, and such 
report does not contain the given name of the child born, a blank form 
on which the father or mother may certify over his or her signature the 
name of such child, which form, if thus executed and returned to said 
[health officer within three months next following the date of birth] 
Director; shall be a part of the official record of such birth. Jn those 
cases in which no given name of a child has been certified to said Director, 
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and a certificate cannot be executed by a parent because both parents are’ 
deceased, unknown, or physically or mentally incapacitated, the Director 
is authorized to accept and make a part of the official record of the birth 
of such child a certificate made in accordance with such rules and regula- 
tions as may be promulgated by the Commissioners of the District of 
Columbia, who are hereby authorized to make rules and regulations govern- 
ing the certification of the given name of a child where the birth record 
pertaining to such child does not include such given name. 

(b) The Commissioners of the District of Columbia are hereby 
authorized and empowered to adopt rules and regulations governing 
the filing of reports of births and the issuance of delayed birth registra- 
tion certificates in those cases where certificates of birth have not been 
recorded pursuant to subsection (a) of this section. 

(c) Wherever in this Act the terms ‘health officer’, ‘Director of Public 
Health’, or ‘Director’ are used, such terms shall mean the Director of the 
Department of Public Health of the District of Columbia established by 
the Commissioners of the District of Columbia pursuant to the authority 
contained in Reorganization Plan Numbered 5 of 1952 (66 Stat. 824). 


O 





Calendar No. 941 


86TH CONGRESS t SENATE REPORT 
1st Session No. 915 


PROVIDING FOR EXAMINATION, LICENSING, REGISTRATION, AND 
FOR REGULATION OF PROFESSIONAL AND PRACTICAL NURSES, 
AND FOR NURSING EDUCATION IN THE DISTRICT OF COLUMBIA, 
AND FOR OTHER PURPOSES 


SerTEMBER 8 (legislative day, Serpremper 5), 1959.—Ordered to be printed 


Mr. Braz, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany 8. 1870] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 1870), to provide for examination, licensing, registration, 
and for regulation of professional and practical nurses, and for nursing 
education in the District of Columbia, and for other purposes, after 
full consideration, report favorably thereon, with amendments and 
recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 6, line 19, strike the werd “the” after the word “by” and insert 
in lieu thereof “‘a’’. 

Page 10, line 14, strike the word ‘medicine’. 

Page 10, line 17, strike “‘nurse, or by a nurses’ registry.’’ and insert 
in lieu thereof ‘‘nurse.”’. 

The purpose of this bill, as amended, is to provide for the examina- 
tion, licensing, registration, and for the regulation of professional and 
practical nurses, and for nursing education in the District of Columbia. 


SECTION-BY-SECTION ANALYSIS 


The following analysis of the bill, prepared by the government of the 
District of Columbia, is made herewith a part of the report: 

Section 1. Short title, “District of Columbia Nursing Act.” 

Section 2. Definitions. 

Section 3. Exempts persons employed in the District by the Federal 
Government while such person is acting in discharge of official duties. 

Section 4(a). Makes unlawful for a person to represent herself to be 
& professional, registered, certified, graduate, or trained nurse unless 
registered in accordance with the act. 
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Section 4(b). Licenses issued under the 1907 act are not invalidated 
by this act. 
Section 4(c). Person registered as registered nurse in the District 
may use title “Registered Nurse” and the abbreviation ““R.N.”. No 
other person permitted to do so. 

Section A(d). Permits persons to nurse others so long as no repre- 
sentation is made as being a professional, registered, certified, trained, 
or graduate nurse, or licensed practical nurse. 

Section 5(a). Prohibits persons from representing themselves to be 
a licensed practical nurse unless licensed in accordance with the 
provisions of the act. 

Section 5(b). Provides that any person licensed as practical nurse 
in the District may use the title “Licensed Practical Nurse” and the 
abbreviation “L.P.N.”’ No other person permitted to do so. 

Section 6. Commissioners authorized to delegate functions vested in 
them. 

Section 7. Commissioners may establish Nurses’ Examining Board 
to be composed of graduate nurses and practical nurses. Majority 
must be graduate nurses registered under the act with at least 5 years 
experience after graduation. Practical nurse members may partici- 
pate only in matters affecting practical nurses. No action may be 
taken by the Board affecting practical nurses unless at least two prac- 
tical nurses are present. ‘Terms and compensation of members to be 
fixed by the Commissioners. Commissioners may appoint executive 
secretary of Board. not a member, but must be registered. 

Section (a). Commissioners authorized to make rules and regula- 
tions to carry out the act; may prescribe minimum curriculums and 
standards for schools and for programs preparing persons for registra- 
tion and licensure under this act. They may provide for surveys of 
such schools and programs whenever deemed necessary. Com- 
missioners may accredit schools and programs meeting requirements of 
the Commissioners and of the act. 

Section 8(b). Commissioners may take studies and investigations 
and require furnishing of information under oath to assist them in 
prescribing rregulations or orders under the act or in its adminis- 
tration and enforcement. Commissioners may compel attendance of 
witnesses. 

Section 9(a). Applicant for registration as registered nurse must be 
of good moral character; in good physical and mental health, certified 
by a physician licensed to practice in the District; completed at least 
an approved 4-year high school course or equivalent; completed a 
program of study of at least 2 years in an accredited school of nursirg 
and holds a diploma therefrom. And must pass a written examination 
which may be supplemented by oral or practical examination. 

Section 9(b). Commissioners may issue a certificate of registration 
to practice nursing as a registered nurse without examination to an 
applicant duly lic ensed or registered as a registered nurse, by exam- 
ination, under the laws of any State or territory of the U nited States, 
the Commonwealth of Puerto Rico, or foreign country, provided that 
the applicant meets the qualifications required of registered nurses in 
the District of Columbia. 

Section 10(a). Applicant for license as practical nurse must be at 
least 18 years of age, of good moral character; in good physical and 

mental health, completed at least 2 years of high school or the equiv- 





REGULATION OF NURSES IN D.C. 3 


alent; successfully completed an accredited program for the training 
of licensed practical nurses approved by the Commissioners. Must 
pass a written examination, which may be supplemented by an oral 
or practical examination. 

Section 10(b). Reciprocity same as registered nurses (see 9(b)). 

Section 11. Grandfather clause: Commissioners may issue licenses 
to practical nurses without written examination to persons making 
application prior to the expiration of 1 year immediately following 
the effective date of this act. To obtain license under this section, a 
person must be at least 21 years of age, of good moral character; in 
good physical and mental health; have “been activ ely engaged in caring 
for the sick in the District for the year immediately preceding the 
effective date of the act; has had 3 or more years of experience in the 
care of the sick immediately prior to the effective date; submits 
evidence satisfactory to the Commissioners that she is competent to 
practice. Application must be endorsed by two physicians licensed 
in the District having personal knowledge of the person’s nursing 
qualifications and by two persons who have employed the applicant 
as a practical nurse. 

Section 12(a). Registrations and licenses expire on June 30 each 
year and renewed annually. 

Section 12(b). Person registered or licensed under the act, but not 
practicing in the District, shall give written notice to the Commis- 
sioners who shall place the person on the nonpracticing list. While on 
such list, the person is not required to pay renewal fees and shall not 
hold herself out as a registered nurse or a licensed practical nurse in the 
District. 

Section 13(a). Provides for registration of schools of professional 
nursing. 

Section 14(a). Provides for licensing of shools of practical nursing. 

Section 15(a). Authorizes Commissioners to fix fees for services 
rendered under the act, including fees for registrations and licenses and 
renewals; repeated examinations; evaluation of high school records, 
etc. The Commissioners shall fix fees so as to return to the District 
the approximate cost of providing services under the act. 

Section 16. Specifies grounds for denial, revocation, or suspension 
of registrations and licenses. Also requires the granting of hearings 
in connection with the denial, revocation, or suspension to be upon 
specific charges in writing. 

Section 17. Provides for appeal to municipal court of appeals of 
any final decision or final order, denial, suspension, or revocation of 
any registration or license and a further review by the U.S. court of 
appeals. 

Section 18. Makes it unlawful for any person to sell or fraudulently 
obtain a diploma, license, certificate of registration, etc., or to practice 
as a registered nurse or licensed practical nurse under a diploma, 
license, ‘certificate of registration, or record that has been illegally or 
fraudulently obtained or signed or issued unlawfully; to use in con- 
nection with his or her name any designation tending to imply that 
he or she is a registered nurse or licensed practical nurse unless duly 
registered or licensed so to practice under provisions of the act; or to 
practice as a registered nurse or licensed practical nurse during the 
time his or her registration or license issued under the provisions of 
this act shall be suspended or revoked. 
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Section 19. Contains penalty of not exceeding $300 or imprisonment 
for violation of any provisions of section 4, 5, or 18 of the act. 

Section 20. Contains technical provision regarding prosecution by 
the Corporation Counsel. 

Section 21. Saving provision in case any portion of the act is held 
invalid. 

Section 22. Authorizes appropriations for administering and carry- 
ing out the purposes of this act. 

Section 23. Repeals 1907 act. 

Section 24. Provides effective date of 120 days after funds are 
appropriated for purpose of administering act. 


HISTORY OF LEGISLATION 


Hearings upon the measure were conducted on August 14, 1959, at 
which 23 witnesses testified. The testimony by a great preponder- 
ance of the interested and affected groups favored enactment of the 
measure as reported. In addition the committee received much cor- 
respondence, the greater part of which favored enactment. 

The American Nurses’ Association suggested amendments to the 
bill which, had they been adopted, would have provided for the 
following: 

(1) The establishment of a statutory board, rather than a board 
appointed by the Commissioners of the District of Columbia, for the 
licensing of applicants, prescribing educational standards and accredit- 
ing training programs. ‘The proposal for the statutory board met with 
opposition from the Board of Commissioners for the reason that such 
a statutory board would be in contravention of the provisions of Re- 
organization Plan No. 5 of 1952. A letter dated August 21, 1959, 
addressed to the chairman of the subcommittee which considered the 
bill and which was written in response to his request sets forth the 
position of the District government on this point. It read, in part, 
as follows: 


Pursuant to Reorganization Plan No. 5 of 1952 some 93 
District boards, departments, commissions, and offices were 
abolished, one of which was the ““Nurses’ Examining Board.” 
Reorganization Plan No. 5 transferred the functions of that 
Board to the Commissioners and authorized the Commis- 
sioners to delegate these functlons. The Commissioners 
by their Reorganization Order No. 59, did delegate these 
functions and duties, part to the Department of Occu- 

ations and Professions and part to a Nurses’ Examining 
Roan which they established by Reorganization Order No. 
59. The present Nurses’ Examining Board is not a statutory 
agency, but one set up by the Commissioners with the ap- 
proval of the Congress. The suggested recommendation 
would in the opinion of the group, be a step backward and 
would lead to prereorganization difficulty. In time it would 
probably lead to the same chaotic conditions which made it 
necessary for Reorganization Plan No. 5 of 1952 to be sub- 
mitted to and approved by Congress. 


(2) The mandatory licensing of professional nurses, rather than 
permissive, as is now the case under existing law. The comments of 
the District government with respect to this point, which were con- 
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tained in the letter dated August 21, 1959, previously referred to, are 
made a part of the report, as follows: 


The present nurses’ law (act of 1907) is in practice almost 
a mandatory type of law since no one would employ a nurse 
in a professional or trained capacity unless the nurse held her- 
self out to have those qualifications and if she did that then 
she would be in violation of the present law. In other words, 
although the present registered nurses’ law is permissive and 
the contemplated registered nurses’ law contained in S. 1870 
is permissive it, as a matter of practice, has the force and 
effect of a mandatory law. Therefore, the group (Dr. Finu- 
cane, Director of Public Health, Dr. McDonald, representing 
the District of Columbia Medical Society, and the Commis- 
sioners of the District of Columbia) is of the opinion tha 
there is no necessity to amend S, 1870 to make it manda- 
tory. [parenthesis supplied]. 


(3) Defining the practice of professional nursing and practical- 
nursing in the bill. The view of the District government upon this 
point as contained in the letter dated August 21, 1959, is as follows: 


The American Nurses’ Association on page 4, lines 73 
through 93 of their statement recommends that the practice 
of professional nursing and the practice of practical nursing 
be defined in S. 1870. The group is of the opinion that this 
is not necessary since this legislation is of a permissive 
rather than a mandatory type. Therefore, anv criminal 
prosecution would not be for a practical nurse taking over 
the duties of a hcensed practical nurse, but would be on the 
erounds that the practical nurse held herself out to be a 
licensed practical nurse when she was not. In other words, 
the prosecution of the case rests on proving that the defendant 
held herself out to be a licensed practical nurse when she 
was not rather than on any acts of nursing on her part. As 
a matter of fact, no act of nursing need be shown in order to 
couvict for this type of violation of S. 1870. This same 
argument pertains with respect to any nurse holding herself 
out to be a professional, trained, certified, graduate, or 
registered nurse without being registered under the act. In 
such case no act of nursing need be alleged to prove guilt and, 
therefore, no definition of professional nursing is necessary 
in order to obtain a conviction. It should be pointed out 
that even conceding for purposes of discussion that a defini- 
tion of nursing should be included, this could be done under 
section 8(a) of S. 1870 which gives the Commissioners power 
to prescribe rules and regulations to enable them to carry 
into effect the provisions of the act. In promulgating a 
definition by regulation rather than by statute, if such 
definition be necessary, there would be the added advantage 
of being able to change the definition when necessary without 
having to obtain an act of Congress for such change. 


(4) Deleting the phrase “, or the equivalent thereof as determined 
by them” from page 8, line 15 of the bill in section 10, which sets 
forth the fifth qualification standard. The whole of this qualification 
standard reads: 
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(5) has successfully completed an accredited program for 
the training of licensed practical nurses approved by the 


Commissioners, or the equivalent thereof as determined by 
them. [Italic supplied.] 


That portion of the August 21, 1959, letter from the District gov- 


ernment in opposition to this recommendation is made herewith a 
part of the report: 























The group recommends strongly against such a deletion. 
This phrase was placed in the bill for the purpose of allowing 
a person who has taken, say, 1% years of training in a pro- 
fessional nursing school, and who had to drop out for various 
reasons, to apply for a license as a practical nurse and be 
within the educational qualifications thereof. It is quite 
clear that anyone who has had 1% years of training in a 
professional nursing school would have sufficient educational 
qualifications. With the phrase deleted frem the act such 
person would be unable to meet the educational qualifica- 
tions of an applicant for a license. 









































(5) The requirement that an applicant seeking a license as a prac- 
tical nurse under section 11 of the bill, the “grandfather clause,” 
pass an examination, and that competency in practical nursing be 
attested to by qualified nurses as well as by physicians and former 
employers. The District government’s August 21 comments on this 
point are also made a part of the report, as follows: 


The American Nurses’ Association on page 5, lines 111 
through 122 recommends that a prac tical nurse applying for 
a license under the “grandfather clause’’—section 11 of S. 
1870—be required to pass an examination. The “grand- 
father clause” in legislation of this type is included for the 
specific purpose of avoiding the necessity of a person who 
has been practicing for many years from having to take an 
examination. It is well to recognize that, though a person 
may be excellent in his field, from a practical standpoint, 
such person may not be able to pass an examination, and it 
would be inequitable, unfair, and possibly harmful to the 
public good to preclude such a person from becoming li- 
censed merely because she was unable to pass an examina- 
tion when she has satisfied the Commissioners as to her 
competency to practice as a licensed practical nurse. It is 
to be noted that item (6) of section 11 would permit the 
Commissioners to require an examination if they deemed it 
necessary. Item (6) states “‘has submitted evidence satis- 
factory to the Commissioners that she is competent to prac- 
tice as a licensed practical nurse.”. The group is of the 
opinion that no mandatory requirement to take an examina- 
tion be placed in section 11. 

The American Nurses’ Association also recommends * * * 
that the ability of an applicant to practice practical nursing, 
under section 11, be attested by qualified nurses as well as 
by physicians and employers. The group sees no necessity 
for requiring qualified nurses to attest such qualifications, 


since two physicians are required to attest to the applicant’s 
ability. 
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The committee, after having carefully considered the respective 
contentions of the parties at issue with respect to the positions set 
forth above, is of the opinion that the suggested amendments, offered 
by the American Nurses’ Association, although sincerely motivated 
by a desire to attain the highest possible standards of practical 
nursing, as well as professional nursing, ought not be incorporated in 
the bill. It finds that the consensus of the testimony presented by 
other than the American Nurses’ Association witnesses, to the effect 
that the bill as reported should pass, compelling and persuasive. The 
committee wishes in this connection to note especially the testimony 
presented by the executive secretary of the Graduate Nurses’ Asso- 
ciation of the District of Columbia, who stated in response to the 
question: 


Is it my understanding that the Graduate Nurses’ Associa- 
tion of the District of Columbia, while favoring several sub- 
stantial amendments to S. 1870, nevertheless, due to 
increasing demands for the services of practical nurses in the 
District, is in agreement, that it supports S. 1870 as it is now 
written, and recommend passage without the proposed 
amendments? 

Answer: Yes, based upon the assurances that those will 
be written into regulations. 


The committee also took cognizance of the fact that testimony indi- 
indicated that agreement had been reached on the bill by the Com- 
missioners of the District of Columbia; the District of Columbia Med- 
ical Society; the Public Health Advisory Council of the District of 
Columbia; the Medical Director of Georgetown University Hospital; 
the National Association for Practical Nurse Education; the Associa- 
tion of Undergraduate and Practical Nurses of the District of Colum- 
bia; the Practical Nurses Association, Inc., of the District of Columbia; 
the director of nursing, Sibley Hospital; the director of nurses, Wash- 
ington Hospital Center; the president, Cooperative Nurses, Inc.; the 
W ‘ashington Nurses Associ ation; and civic and citizens associations. 


COST OF LEGISLATION 


The following statement submitted in testimony by the Director, 
Department of Occupations and Professions, District of Columbia 
concerning the cost of the bill is made herewith a part of the report: 


Mr. Chairman, I should like to submit four exhibits show- 
ing the estimated cost of administering S. 1870 in the first 
year of operation and in a normal year of operation. These 
exhibits give a breakdown of the operating expenses required 
to administer the professional nursing provisions and the 
practical nursing provisions of the proposed act in the first 
year of operation and in a normal year of operation. The 
reason for this breakdown is that the practice of professional 
nursing is already regulated and funds have been appropri- 
ated for this purpose. Exhibit 1 shows the estimated cost 
of administering the act in its first year of operation. Ex- 
hibit 2 shows the estimates for the first year of operation of 
the practical nursing provisions of the proposed act. This 
amount would have to be appropriated. Exhibit 3 shows 
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estimated operating expenses for administering the proposed 
act during a normal year. Exhibit 4 shows the estimated 
operating expenses of the practical nursing provisions of the 
act during a normal year. And Exhibit 5 shows the esti- 
mated operating expenses of the professional nursing provi- 
sions of the statute during a normal year. 

In summary, the total estimated expenses for administer- 
ing S. 1870 are $91,916. The estimated receipts or collections 
are $96,260, providing a surplus of $4,344. Of the total cost 
of administering the act, $35,566 has already been appro- 
priated for the administration of the Professional Nursing 
Act. The balance of $56,350 would have to be appropriated ; 
therefore, $56,350 represents the amount needed in order 
to carry out the practical nursing provisions of the proposed 
act the first year. After the first year of the administration 
of this act, it is estimated that the normal budget for ad- 
ministering the practical nursing provisions of the statute 
would be $17,000 annually. The total cost of administering 
the proposed statute in a normal year is estimated at $52,566. 


Exuisit 1 


Estimated cost of administering the proposed District of Columbia Nurses 
Act, first year, S. 1870 


Estimated receipts registered nurses: 


177 applications for examination at $35__-.-- $6, 195 
479 applications endorsements at $25_.....-- 11, 975 
47 reexaminations at $15... =.............. 705 
SOP l Santina BU SG... salut eek ls. ica. 17, 673 
58: dupliontes 40:94 o .4 Sect h nse denen 58 
CNN CRONIN cg a ce at ces ltawad eos 36, 606 





Gee FOTO a oe lsh cee 346 






















Net receipts registered nurses_.......-------- 


$36, 260 
Estimated receipts practical nurses: 


4,000 application fees at $5.................-- 20, 000 
2,000 examination fees at $10__.....--...----- 20, 000 
4,000 license fees a6: $5325.64 i 31. JLo... -e 20, 000 





Net receipts practical nurses. .......----..--- 






ES nel atcn nd nacunannenaece a 
Estimated expenditures: 
01 Personal services: 
Permanent positions..............2.. 59, 408 
Hehed tenner sk st bl ae 11, 400 


Total personal services._..-..------ 
IOV cy eee Cocks pb ewse oben coconut 


Printing and reproduction.......-.------- 






07 Other contractual services_.......-...---- 8, 962 
OO a a ic a Bata maeniae lie 743 
OD * eau oe oo em cbt odin encececeoece 1, 000 
Li -eemehe 98 oe siete seca ha 3, 862 


Total, other objedte. + sedesascencuwvcwe 
Total estimated expenditures __..---.-.-.---.-- 


Surplus of receipts over expenditures......-.. 
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Exuisit 2 


Estimated operating expenses of the practical nurses board, first year 


Estimated receipts: 
4,000 application fees at $5 
2,000 examination fees at $10 
4,000 license fees at $5 


NGOs shetinté --.-- 32 seer ees Ls $60, 000 
Estimated expenditures: 


01 Personal services: 
Permanent positions_.......-...-.-- $30, 610 
Board members 


Communication services_............-.-- 

Printing and reproduction 

Other contractual services 

DME 65 aati wae oe ee oe 
Equipment 1, 000 
Retirement 1, 990 


Total other objects 


Total estimated expenditures 56, 350 


Surplus of receipts over expenditures 
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Exuisit 3 


Estimated cost of administering the proposed District of Columbia Nurses 
Act; normal year, S 1870 


Estimated receipts registered nurses: 
177 applications for examination at $35 $6, 195 
479 applications for endorsement at $25 975 
47 reexaminations at $15 705 
5,891 renewals at $3 673 
58 duplicates at $1 58 


Gross receipts 606 
NN Sa Se ca 346 


Net receipts registered nurses $36, 260 
Estimated receipts practical nurses: 
250 application fees at $5 
250 examination fees at $10 500 
250 license fees at $5 250 
4,000 renewals at $3 000 


Total receipts 
Estimated expenditures: 
01 Personal services’ 
COMRORGNt DOSIUODE 6 cet semana 
PORT TRETOTE ono pai ke weenie ewer 3, 400 
Tota personal services.__.......---- 43, 748 
02 Travel__- 662 
04 1, 543 
06 836 
07 2, 612 
08 Supplies 643 
11 Retirement 2, 622 


TOGh OGRE ODIGUUE. «os ce ncnocecuseun 8, 818 


52, 566 


Surplus of receipts over expenditures_.......- i 694 
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EXHIBIT 4 





Estimated operating expenses of the Practical Nurses Board, normal year 


Estimated receipts: 





250 application fees at $5 ................... $1, 250 
250 examination fees at $10... .............. 2, 500 
Sho Reshes Teed at $6. eso 2 ok 2k 1, 250 
4,000 renewals: 6b $35 os oii cd cid k Hi Lk 12, 000 
CU RN i ia a Lica th eth ea ee ae $17, 000 





Estimated expenditures: 
Q1 Personal services: 
Permanent positions_...........---- $11, 550 
DOGG Meets. 4 a SoS 8 gis wae 2, 400 



















i sil sc seal 13, 950 


es a a 250 
04 Communication services__...-..--------- 500 
06 Printing and reproduction_........-.---- 200 
O07 Other contractual services__.......-_-_-- 1, 150 
CS: ‘et ee rcian eke eee ae 200 

DEO CINIEE «ee ce 750 








‘otal other obfettes < seesk sc sss cn nce 3, 050 





Total estimated expenditures 


Exuisit 5 


Estimated operating expenses of the professional nurses board, 
normal year 
Estimated receipts: 














177 applications for examination at $35.__--_- $6, 195 
479 applications endorsement at $25__-_..---- 11, 975 
&i TOBSAIOINGSIONG BE GLO. Wn. oc ccc seeecse 705 
S.S0F venewalt at Go. 25 3 ol oo ae ohh ccccne 17, 673 
Ge ORGOE ON Sa ccacaticad Maan teuens 58 





a an Se, ea oP Sgreae ae le 36, 606 
Dei OIA one eee os ea ae 346 
TOO TOOCNN aso canes dutendnndGluha aes $36, 260 


Estimated expenditures: 
01 Personal services: 














Permanent positions. ......-...--..-- $28, 798 

Ost INGOs os i eseden cata 1, 000 

Total personal services_.....-.---- 29, 798 

OD. "ROMS eel dGW0s: SS ee ee 412 
04 Communication services_.......-.--..--. 1, 043 
06 Printing and reproduction__.....-.------ 636 
07 Other contractual services_........------ 1, 362 
OS  BWipNGhs Sn sec eee oo eee cucn 443 
TS Derk kerciicbacuasustencaeusdaoue 1, 872 











SOC OUNEP OUMON Sisk cnc cuncnseknnnw 5, 768 








Total estimated expenditures__......-.-------- 35, 566 


Surplus of receipts over expenditures_.....-..-- 694 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets, new matter is printed in italic, existing law in 
which no change is proposed is shown in roman): 

The Act entitled ‘‘An Act to define the term ‘Registered Nurse’ 
and to provide for the registration of nurses in the District of Co- 
lumbia’’, approved February 9, 1997, as amended, is repealed. 


O 
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861TH CONGRESS ; SENATE / Reporr 
Ist Session No. 916 


AUTHORIZING THE CONFERRING OF THE DEGREE OF MASTER OF 
ARTS IN EDUCATION ON CERTAIN STUDENTS WHO ENROLLED 
IN THE DISTRICT OF COLUMBIA TEACHERS COLLEGE PRIOR TO 
JULY 1, 1958, AND WHO, PRIOR TO JULY 1, 1961, ARE CERTIFIED 
BY THE PRESIDENT AND FACULTY OF SUCH COLLEGE AS FAV- 
ING MET ALL REQUIREMENTS FOR THE GRANTING OF SUCH 
DEGREE 


SepreMBER 8 (legislative day, SepremBeER 5), 1959.—Ordered to be printed 


Mr. Bisxe, from the Committce on the District of Columbia, 
submitted the following 


REPORT 


(To accompany S. 2445] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 2445) authorizing the conferring of the degree of master of 
arts in education on certain students who enrolled in the District of 
Columbia Teachers College prior to July 1, 1958, and who, prior to 
July 1, 1961, are certified by the president and faculty of such college 
as having met all requirements for the yranting of such degree, after 
full consideration, report favorably thereon without amendment and 
recommend that the bill do pass. 

The purpose of the bill is to authorize the conferring of the degree 
of master of arts in education on certain students who enrolled in the 
District of Columbia Teachers College prior to July 1, 1958, and who, 
prior to July 1, 1961, are certified by the president and faculty of such 
se as having met all the requirements for the granting of such 

egree. 

‘he bill would correct an inequity unintentionally imposed upon 
those students who, in good faith at present and in the past, with the 
intention and expectation of acquiring a master’s degree in education, 
have taken courses which would normally lead to such a degree, but 
who were not able to obtain the degree because no authority now 
exists to grant the degree. 

The authority granted to the Board of Education to confer the 
degree would extend only to those students who will have successfully 
completed the appropriate graduate courses initiated by the District 


84006 
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of Columbia Teachers College in 1955, and who will have met all other 
requirements for the degree by July 1, 1961. 

Four students have met at this time the necessary requirements. 
Ninety-eight students, presently enrolled, potentially could complete 
requirements prior to the terminal date of the authority. However, 
it was estimated by the dean of the graduate division, that some 
40 students would do so. 

No new students have been admitted to the program since July 1, 
1958. It is contemplated by the Board of Education that no further 
graduate degrees will be granted other than those authorized by the 
proposed legislation and that graduate courses, except for inservice 
training of District schoolteachers, will be discontinued after July 1, 
1961. 

Public hearings were held August 14, 1959, on the bill at which 
testimony favoring enactment was taken from representatives of the 
Board of Commissioners of the District of Columbia, and the Board 
of Education of the District of Columbia. The Superintendent of 
Schools, the president of the District of Columbia Teachers College, 
the president of the District of Columbia Congress of Parents and 
Teachers, and spokesmen for the League of Women Voters; the Amer- 
icans for Democratic Action and Local 6 of the American Federation 
of Teachers also testified in behalf of the bill. Written statements 
favoring enactment were received from the American Association of 
University Women, Peoples Congregational Church, and the American 
Veterans Committee. 

It is anticipated that no additional cost to the District of Columbia 
would be incurred by enactment of the bill. 


O 
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86TH CONGRESS t SENATE Report 
1st Session No. 917 


AUTHORIZING THE ESTABLISHMENT OF A JUNIOR COL- 
LEGE DIVISION WITHIN THE DISTRICT OF COLUMBIA 
TEACHERS COLLEGE, AND FOR OTHER PURPOSES 


SepreMBERr 8 (legislative day SepremBeR 5) 1959.—Ordered to be printed 


Mr. Bratz, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany S. 2466] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 2466) to authorize the establishment of a junior college 
division within the District of Columbia Teachers College, and for 
other purposes, after full consideration, report favorably thereon with- 
out amendment and recommend that the bill do pass. 

The purpose of the bill is to authorize the establishment of a Junior 
College Division within the District of Columbia Teachers College, 

The bill would authorize the following: 

(1) the Board of Education to establish a 2-year junior college pro- 
gram leading to the degree of associate in arts within the District of 
Columbia Teachers College; 

(2) the Board of Education, with the approval of the Commis- 
sioners of the District, to determine tuition rates for the District of 
Columbia Teachers College, including the junior college division and 
it is provided that tuition payments shall be deposited to the credit 
of the general revenues of the District; 

(3) the Board of Education, with the approval of the District Com- 
missioners, to set fees for students attending the District of Columbia 
Teachers College, including the junior college division, which fees 
shall be deposited in a revolving fund, to be available without fiscal 
year limitation for expenditure for purposes authorized by the Board 
of Education; 

(4) the Board of Education to make all necessary rules covering 
the deposits and withdrawals from the revolving fund; 

(5) the Board of Education to promulgate such rules and regulations 
as may be necessary to carry out the purposes of the bill. 
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The bill would preserve the authority contained in existing law to 
charge nonresident students tuition when they attend the public 
schools of the District. 

Hearings upon the bill were held August 14, 1959, at which time 
testimony was taken from the representatives of the Board of Com- 
missioners, the Board of Education, the Superintendent of Schools, 
the President of District of Columbia Teachers College, the District of 
Columbia Congress of Parents and Teachers, Local 6 of the American 
Federation of Teachers, the League of Women Voters of the District 
of Columbia, the Federation of Civic Associations, and the American 
Veterans Committee, all of whom favored enactment of the measure. 
No testimony opposed to enactment has been received by the com- 
mittee. Written statements favoring enactment of the bill were 
received from the Federation of Citizens Associations, Americans for 
Democratic Action, and the Christian Social Action Committee of 
the Peoples Congregational Church. 

The bill was introduced at the request of the Board of Commis- 
sioners. A letter dated July 23, 1959, accompanying the draft bill, 
addressed to the President of the Senate, setting forth in detail the 
views of the Board of Commissioners, together with a discussion of 
the cost of the administration of the proposed act, is made herewith 
a part of the report: 


JULY 23, 1959. 
Hon. Ricuarp M. Nrxon, 
The President, U.S. Senate, Washington, D.C. 


My Dear Mr. Presipent: The Commissioners of the District of 
Columbia have the honor to submit a draft of a bill to authorize the 
establishment of a junior college division within the District of Colum- 
bia Teachers College, and for other purposes. 

The first section of the bill authorizes the Board of Education to 
establish a junior college division within the District of Columbia 
Teachers College which shall offer a 2-year program leading to the 
degree of associate in arts, and such degree is authorized to be granted 
upon certification by the president and faculty of the District of 
Columbia Teachers College that all requirements for the granting of 
such a degree have been met. 

The Board of Education engaged an outside consultant (who was 

aid with money provided privately) to evaluate the need in the 
District of Columbia for a public liberal arts college. 

The consultant, Booz, Allen & Hamilton, submitted its report on 
May 1, 1959. The report included a thorough inventory of District 
of Columbia facilities for higher education, both at present and pro- 
jected through 1970. These facilities were compared with estimates 
of the present and projected demand for higher education. The com- 
parison produced the conclusion that virtually all qualified students 
in the District who desire to attend college are able to do so, and that 
therefore no substantial deficit in facilities exists. The report foresaw 
no significant change in this condition through 1970, but pointed out 
that many factors are present which are impossible to project precisely, 
and consequently future developments could quite possibly produce 
a deficit in higher education facilities available to District graduates. 

The consultant’s report concluded that a 4-year liberal arts school 
is not warranted, at least not at present. The report did, however, 





ESTABLISHMENT OF A JUNIOR COLLEGE IN D.C. 3 


recommend the establishment of a junior college to serve two groups: 
(1) approximately 175 to 200 graduates of District public schools who 
are capable of college level study but are not financially able to obtain 
a college education with their own resources, and (2) approximately 
200 to 250 graduates who are capable of some (but not complete) 
education at the college level. 

The Board of Education has recommended that a junior college 
division be established in the District of Columbia Teachers College, 
with which recommendation the Commissioners concur. 

The following information concerning the actual operation of such 
a junior college was developed pursuant to consultation between the 
Department of General Administration and the Superintendent of 
Schools for the District of Columbia: 

1. Enrollments in the proposed junior college are estimated at 125 in 
the fall of 1959, 285 in 1960, and 400 in 1961. These are necessarily 
very rough estimates because of the lack of experience with a junior 
college. 

2. Qualifications for admission will, for the present, be the same as 
those presently applicable to the District of Columbia Teachers 
College. There are no plans at present to accommodate the 200 to 
250 high school graduates identified by Booz, Allen & Hamilton as 
being qualified principally for a 2-year terminal college course. 

3. The junior college would be fully integrated administratively 
into the District of Columbia Teachers College. Students would 
choose, upon entering the college, either the teachers or the junior 
college curriculum, but this is the only significant distinction between 
the junior college and the teachers college. The faculty, administra- 
tive personnel, physical facilities, and for the most part, the curricu- 
lum, would serve the two groups of students jointly. 

4. Additional costs incident to the junior college would not be 
large for at least the next few years. It is estimated by the Board of 
Education that no additional costs would be incurred in fiscal year 
1959-60 or in fiscal year 1960-61; and $36,000 would be necessary in 
fiscal year 1961-62. These increased costs are due entirely to the 
expected increases in enrollments, and the estimates are necessarily 
rough because of the difficulty in estimating enrollment changes. 

The proposed establishment of a junior college reflects only a 
slight expansion of the educational function now served by the 
District of Columbia Teachers College. No changes in administra- 
tive structure are involved, and no significant expansion in curriculum 
is required. The most significant change is in the fact that a degree is 
offered after 2 years of work and that this degree does not necessarily 
reflect an intention to pursue the field of education. It is for this 
reason only that the junior college is ultimately expected to attract 
more new students than does the teachers college at present. 

Section 2(a) of the bill authorizes the Board of Education, with 
the approval of the Commissioners, to establish and determine tuition 
rates for resident students at the District of Columbia Teachers 
College and the junior college division, and all moneys received for 
tuition payments are to be deposited in the Treasury to the credit 
of the general revenues of the District of Columbia. 

It should be noted that nonresident students at the District of 
Columbia Teachers College are now charged tuition at the rate of $25 
per semester hour. This tuition charge is made pursuant to authority 





4 ESTABLISHMENT OF A JUNIOR COLLEGE IN D.C. 


contained in the act approved March 3, 1899 (30 Stat. 1056, as 
amended, sec. 31-301, D.C. Code, 1951 ed.) and as supplemented by 
the District of Columbia Appropriation Act of 1950 (63 Stat. 301, 306, 
sec. 31-306, Supp. VII, D.C. Code, 1951 ed.). 

A study was made of tuition and general fees charged students in 
41 teachers’ colleges and State colleges in 24 States and it was found 
that such charges ranged from $30 to $300 per year and that the aver- 
age charge is $115.60. 

The Board of Education has recommended that tuition be charged 
to District of Columbia residents for the following reasons with which 
the Commissioners concur: 

(1) Such a charge conforms with the practice of many State colleges. 

(2) The amount collected would enable the Board of Education to 
enhance the instructional program, to provide a greater variety of 
cultural opportunities for the student body, and to improve the phys- 
ical facilities of the college. 

Section 2(b) of the bill authorizes the Board of Education, with 
the approval of the Commissioners, to establish and determine fees 
to be paid by students at the District of Columbia Teachers College 
and the junior college division thereof; to deposit receipts from such 
fees in a revolving fund in a private depository in the District of 
Columbia, such fund to be available, without fiscal year limitation, for 
such purposes as the Board of Education shall approve; and also 
authorizes the Board of Education, with the approval of the Com- 
missioners, to make all necessary rules concerning deposits and with- 
drawals from such fund. 

At present, although the District of Columbia Teachers College 
does not officially charge tuition or fees to resident students, the 
students levy fees upon themselves. Each undergraduate student 

ays a general fee of $29 a semester if he carries 12 or more semester 

ours. A student registered for less than 12 hours or fewer than 
four courses pays $7 per course. A fee of $7 is also collected from 
inservice teachers taking undergraduate courses, and graduate student 
fees of $5 per semester hour are also charged. In addition to these 
fees there is presently assessed by the students a fee of $2 for the 
privilege of late registration, and all necessary laboratory fees, which 
are in addition to the amounts hereinbefore described. 

From the income of the presently charged student fees, approxi- 
mately $40 per year per student is turned over to the District of Co- 
lumbia Teachers College officials and is used for operating expenses. 
The remainder is used by the students for their own activities. 
Quite frankly, the college cannot afford to lose this income until it 
is replaced by appropriations or other revenue sources. 

The Board of Education has suggested that the combined amount 
of tuition and school fees be established at $100 a year for under- 
graduates taking a full college program; $5 per semester credit for 
undergraduates taking less than a full college program, the amount 
= to exceed $100 per year; and $10 per semester credit for graduate 
subjects. 

Of this $100 it is contemplated that in the first year of operation 
$60 thereof will be designated “tuition” and will be deposited in the 
Treasury to the credit of the general revenues of the District. Thus, 
it will be seen, there will be an increase in revenues to the District of 
over $50,000 in this first year. The remaining $40 will be labeled 
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“fees” and will go into the revolving fund set up under section 2(b) 
of the bill. This amount will offset the loss to the opertaion of the 
teachers college of the $40 per year now assessed students by them- 
selves and which is turned over to the college officials to be used for 
operating expenses of the college. As additional appropriated funds 
become available for the operation of the District of Columbia Teachers 
College and its junior college division, the amount of the tuition portion 
of the $100 will be increased and the school fees portion will be cor- 
respondingly decreased, until a point is reached when the appropriated 
funds will substantially reduce the present student fee charged, at 
which point the major portion of the $100 will be termed “tuition” 
and will go into the general revenues of the District and the ‘school 
fee’ charge will be reduced to the corresponding minor portion of 
such amount. 

When the appropriated funds cancel out present student contribu- 
tions for college operating expenses it is contemplated that the re- 
maining portion of the $100 fee will be allocated to such student fees 
as laboratory fees, graduation fees, and student activity fees, which 
includes fees for athletic activities, student council, social program, 
year book, college newspaper, and student conference expenses. 

It is clear, therefore, that section 2 of the bill will cost the District 
nothing, and, as a matter of fact, will increase the revenues of the 
District at the outset by $50,000 or more per year. 

Section 3 authorizes the Board of Education to promulgate such 
rules and regulations as may be necessary to carry out the purposes 
of this act, which shall include such rules as are necessary to determine 
the courses to be offered in the junior college division, and rules for 
expenditure of the fees authorized to be levied under section 2(b). 

Section 4 ensures that the present authority of the District to charge 
nonresident students tuition when attending District of Columbia 
— schools, will not be in anywise affected by the proposed draft 

ill. 


Section 5 sets the effective date of the act as July 1, 1959, because 
that is the beginning of the fiscal year for the school system in the 
District of Columbia. 

The Board of Education of the District of Columbia and the Com- 
missioners of the District of Columbia urgently recommended the en- 
actment of the legislation at this session of the Congress. 

Yours very sincerely, 
Rosert E. McLauGHtiin, 
President, Board of Commissioners, District of Columbia. 


The cost of the proposed legislation has been discussed above. The 
committee was however, given a further statement by the Board of 
Education during the course of the hearing to the effect that no addi- 
tional budget would be required for the first 2 years of operation under 
the proposed law, but that in the third year, it is anticipated that en- 
rollment in the program would reach 400 students, and at that time it 
might require additional funds of some $36,000. 


O 
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86TH CoNGRESS t SENATE Report 
1st Session No. 918 


AUTHORIZING CERTAIN TEACHERS IN THE PUBLIC SCHOOLS OF 
THE DISTRICT OF COLUMBIA TO COUNT AS CREDITABLE SERV- 
ICE FOR RETIREMENT PURPOSES CERTAIN PERIODS OF 
AUTHORIZED LEAVE WITHOUT PAY TAKEN BY SUCH TEACHERS 
FOR EDUCATIONAL PURPOSES 


SEPTEMBER 8 (legislative day, SepremsBerR 5), 1959.—Ordered to be printed 


Mr. Brirxe, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany S. 2439] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 2439) to authorize certain teachers in the public schools of 
the District of Columbia to count as creditable service for retirement 
purposes certain periods of authorized leave without pay taken by 
such teachers for educational purposes, after full consideration report 


favorably thereon with amendments and recommend that the bill as 
amended do pass. 


The amendments are as follows: 
Page 1, line 6, immediately before the word “shall’’ insert the words 
“as amended,’’. 

Page 1, line 9, strike “after June 30, 1940,”’. 

Page 2, line 8, strike “period.” and insert in lieu thereof 
period: Provided, That in order to receive such retirement 
credit a teacher must produce evidence satisfactory to the 
Superintendent of Schools of the District of Columbia that 


the authorized leave of absence without pay was taken for 
educational purposes. 


The purpose of the bill, as amended, is to permit teachers of the 
public schools in the District of Columbia (as defined in the act 
entitled “An act for the retirement of public-school teachers in the 
District of Columbia,” approved August 7, 1946 (60 Stat. 875), as 
amended), to count as creditable service for retirement purposes 
certain periods of authorized leave without pay taken by such em- 
loyees for educational purposes. The bill as introduced would have 
imited the crediting for retirement purposes of authorized leave 
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without pay for educational purposes to periods subsequent to June 30, 
1940, the date on which Public Law 610, 76th Congress was enacted. 
Public Law 610 is the sabbatical leave law which authorizes teachers 
to take leave for educational purposes on the recommendation of the 
Superintendent of Schools and the approval of the Board of Education 
of the District of Columbia. 

The committee, in removing the time limitation, did so in the belief 
that while few, if any, teachers might wish to contribute to the retire- 
ment system the amounts necessary to credit leave without pay taken 
for educational purposes for periods before 1940, if such employees 
wished to do so, proper provision ought to be made to permit them to 
do so. 

Public hearings on the bill were held September 1, 1959, at which 
time no testimony in opposition to the principle of the bill was given. 

The committee also accepted amendments offered by the Com- 
missioners of the District of Columbia to the effect that teachers, 
claiming the creditable service for authorized leave without pay for 
educational purposes, produce evidence satisfactory to the Super- 
intendent of Schools that the period of authorized leave was spent for 
the purpose for which it was granted. 

The Commissioners of the District of Columbia informed the com- 
mittee that while it is impractical to make an exact estimate of the cost 
it is their belief that the cost would not exceed $10,000 per year 


O 
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86TH CONGRESS t SENATE Report 
1st Session No. 919 


PROVIDING THAT THE TAX EXEMPTION HERETOFORE ACCORDED 
THE VETERANS OF FOREIGN WARS WITH RESPECT TO CERTAIN 
PROPERTY IN THE DISTRICT OF COLUMBIA, FORMERLY OWNED 
BY SUCH ORGANIZATION BUT NEVER USED FOR ITS INTENDED 
PURPOSE, SHALL APPLY INSTEAD TO OTHER PROPERTY SUB- 
SEQUENTLY ACQUIRED AND USED FOR THAT PURPOSE 


SepTeMBER 8 (legislative day, SepremBer 5), 1959.—Ordered to be printed 


Mr. Braue, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


[To accompany H.R. 7683] 


The Committee on the District of Columbia, to whom was referred 
the bill (H.R. 7683) to provide that the tax exemption heretofore 
accorded the Veterans of Foreign Wars with respect to certain prop- 
erty in the District of Columbia, formerly owned by such organization 
but never used for its intended purpose, shall apply instead to cther 
property subsequently acquired and used for that purpose, after full 
consideration, report favorably thereon without amendment and 
recommend that the bill do pass. 

The purpose of this bill is to exempt from all taxation that real 
estate described as lots 38, 20, and 19 in square 757 belonging to the 
Veterans of Foreign Wars of the United States in the District of 
Columbia by amending the act entitled “An act to exempt from 
taxation certain property of the Veterans of Foreign Wars of the 
United States in the District of Columbia,” approved July 19, 1954 
(Public Law 510, 83d Cong., 68 Stat. 493). The amendment is ac- 
complished by striking out the words ‘‘the property situated in square 
724 in the city of Washington, District of Columbia, described as lots 
819, 820, 821, 822, 823, and 824” and inserting in lien thereof the 
words “the property situated in square 757 in the city of Washington, 
District of Columbia, described as lots 38, 20 and 19”’. 

The exemption conferred by Public Law 510, 83d Congress, is 
subject to the provisions of sections 2, 3, and 5 of the act entitled 
“An act to define the real property exempt from taxation in the 
District of Columbia,” approved December 24, 1942 (56 Stat. 1091). 

The property originally exempted by Public Law 510 was unim- 
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proved and being held by the veterans for the purpose of erecting a 
national headquarters building. However, the property was rented 
for commercial parking facilities and has always been in a taxable 
status. One-half of square 724 is presently occupied by the new 
Senate Office Building. The United States, in order to complete an 
assembly of the remaining available lots in square 724, filed a declara- 
tion of taking of the property owned by the Veterans of Foreign Wars. 
The Veterans of Foreign Wars, in anticipation of this move by the 
Government, acquired, by deed recorded September 19, 1956, lots 19, 
20, and 38 in square 757, the property to which reference is made in 
H.R. 7683. Real estate taxes assessed against this property have 
been paid through June 30, 1959. At the present time, the assessed 
value of this unimproved property is $30,852 and real estate taxes 
assessed at the current rate are $709.60. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman): 


Public Law 510—83d Congress 
Chapter 5483—2d Session 
H.R. 7132 


AN ACT To exempt from taxation certain property of the Veterans of Foreign 
Wars of the United States in the District of Columbia 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That [the property situated 
in square 724 in the city of Washington, District of Columbia, de- 
scribed as lots 819, 820, 821, 822, 823, and 824] the property situated 
in square 757 in the city of Washington, District of Columbia, described 
as lots 88, 20, and 19, owned by the Veterans of Foreign Wars of the 
United States, is hereby exempt from all taxation so long as the same 
is owned and occupied by the Veterans of Foreign Wars of the United 
States and is not used for commercial purposes, subject to the pro- 
visions of sections 2, 3, and 5 of the Act entitled “An Act to define 
the real property exempt from taxation in the District of Columbia”, 
approved December 24, 1942 (56 Stat. 1091; D.C. Code, secs. 47-801b, 
47-801c, and 47-801le). 

Approved July 19, 1954. 


O 
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86TH CoNGRESS ; SENATE RevorrT 
1st Session No. 920 


AMENDING SECTION 35 OF CHAPTER III OF THE ACT OF JUNE 19, 
1934, ENTITLED “AN ACT TO REGULATE THE BUSINESS OF LIFE 
INSURANCE IN THE DISTRICT OF COLUMBIA”, AS AMENDED 


SepremBer 8 (legislative day, SepremBer 5), 1959.—Ordered to be printed 


Mr. Braue, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H.R. 7145) 


The Committee on the District of Columbia, to whom was referred 
the bill (H.R. 7145) to amend section 35 of chapter III of the act of 
June 19, 1934, entitled “An Act to regulate the business of life insurace 
in the District of Columbia,” as amended, after full consideration, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

The pertinent portion of section 35 of the act of June 19, 1934, 
provides as follows: 


InvesTMENTS OF Funps or Domestic Companiges.— A 
domestic company shall invest its funds only in— 
‘ * *” * * 


(5) (a) Bonds, notes, or loans secured by first lien on real 
estate in the United States or Dominion of Canada worth at 
least 40 per centum more than the amount loaned there- 
ome A Ro%, 


* 


This provision applies to so-called conventional mortgage loans, 
and allows such loans to be made for approximately 71.4 percent of 
the value of the rea! estate by which the loans are secured. 

Enactment of H.R. 7145 would amend paragraph numbered 5 of 
existing law by changing the figure ‘40 percent” to “33% percent,” 
and this in effect would allow mortgage loans up to 75 percent of the 
full value of the real estate by which the loans are secured. 

The committee has been informed that 75 percent mortgage loans, 
under current mortgage lending practices, are in demand by borrowers 
and are safe investments for life insurance companies. The bill 
would permit a domestic life insurance company to lend on mortgage 
loans an amount comparable to that permitted in the case of foreign 
msurance companies and lending institutions. 
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No one appeared in opposition to the bill at the subcommittee 
hearing held on August 20, 1959. 

The Commissioners of the District of Columbia and the Superin- 
tendent of Insurance of the District of Columbia approve enactment 
of this legislation. 

Enactment of this bill will involve no additional expenditure to the 
District of Columbia government. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman): 


(48 Srat. 1152) D.C. Copr 35-535, Suspsection (5)(a) (62 Srat. 480) 


Sec. 35. InvestMENTS oF Funps or Domestic Companies.—A 
domestic company shall invest its funds only in— 

(1) Bonds, notes, or other evidences of indebtedness of the United 
States, any State, Territory, or possession of the United States, the 
District of Columbia, the Dominion of Canada, any Province of the 
Dominion of Canada, or of any administration, agency, authority, or 
instrumentality of any of the political units enumerated; or obligations 
issued or guaranteed as to principal and interest by International 
Bank for Reconstruction and Development. 

(2) Bonds, notes, or other evidences of indebtedness guaranteed or 
insured as to principal and interest by the United States, any State, 
Territory or possession of the United States, the District of Columbia, 
the Dominion of Canada, any Province of the Dominion of Canada, 
or by an administration, agency, authority, or instrumentality of any 
of the political units enumerated. 

(3) Bonds, notes, or other evidences of indebtedness issued, guaran- 
teed, or insured as to principal and interest by a city, county, drainage 
district, road district, school district, tax district, town, township, 
village or other civil administration, agency, authority, instrumen- 
tality or subdivision of a State, Territory or possession ‘of the United 
States, or the District of Columbia, or of the Dominion of Canada, or 
any province thereof, provided such obligations are authorized by law 
and are (a) direct and general obligations of the issuing, guaranteeing, 
or insuring governmental unit, administration, agency, authority, 
district, subdivision, or instrumentality ; or (b) pay yable from desig- 
nated revenues pledged to the payment of the principal and interest 
thereof. 

(4) Legally authorized bonds, debentures, notes, collateral trust 
certificates, and other such evidences of indebtedness, and share 
certificates, which have been or may be issued by (a) the Federal 
home-loan bank; (b) the Home Owner’s Loan Corporation; (c) any 
Federal savings and loan association; (d) the Reconstruction Finance 
Corporation; (e) the Federal Farm Loan Board; (f) any Federal land 
bank; (g) the Federal Intermediate Credit Bank; (h) any housing 
authority organized under the public housing laws of the District of 
Columbia or any State of the United States, or in notes, bonds, or 
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loans secured by mortgage or deed of trust insured under the provisions 
of the National Housing Act, as amended, or guaranteed or insured 
pursuant to the provisions of title III of an Act of Congress of the 
United States of June 22, 1944, cited as the ‘‘Servicemen’s Readjust- 
ment Act of 1944”, as heretofore or hereafter amended, or by any 
entity, corporation, or agency which has been or which may be created 
by or authorized by any Act which has been enacted, or which may 
hereafter be enacted by the Congress of the United States, or any 
amendment thereto, which has for its purpose the relief of, refinancing 
of, or assistance to owners of mortgaged or encumbered homes, farms, 
or other real estate. 

(5)(a) Bonds, notes or loans secured by first lien on real estate in 
the United States or Dominion of Canada worth at least [40] 33% per 
centum more than the amount loaned thereon: Provided, ‘That this 
limitation shall not apply to any of the classes of securities mentioned 
in subsection (4) of this section, if guaranteed or insured in whole or 
in part as therein provided ; but nothing in this section shall be deemed 
to prohibit a company from renewing or extending a loan for the 
original amount where there has been a shrinkage in the value of such 
real estate nor to prohibit a company from accepting, as part pay- 
ment for real estate sold by it, a lien thereon for more than the per- 
centage herein specified of the purchase price of such real estate. For 
the purpose of this section real estate shall not be deemed to be en- 
cumbered by reason of the existence of taxes or assessments that are 
not delinquent, instruments creating or reserving mineral, oil, water, 
or timber rights, rights-of-way, joint driveways, sewer rights, rights 
in walls, nor by reason of building restrictions or other restrictive 
covenants, nor when such real estate is subject to lease in whole or 
in part whereby rents or profits are reserved to the owner. 

(b) Bonds, notes, or loans secured by first lien on leasehold estates 
in improved real property located in the United States or Dominion 
of Canada, where such real property is unencumbered except by 
rentals to accrue therefrom to the owner of the fee, and where there is 
no condition or right of reentry or forfeiture under which such lien 
can be cut off, subordinated or otherwise disturbed, so long as the 
lessee is not in default, provided the value of such leasehold, with 
improvements thereon shall be at least 50 per centum more than the 
amount loaned thereon: Provided, That this limitation shall not apply 
to any of the classes of securities mentioned in subsection (4) of this 
section, if guaranteed or insured in whole or in part as therein provided. 
Such loan shall be completely amortized during the unexpired portion 
of the lease or leasehold estate securing its payment. 

(c) Loans or advances by a company for the purpose of making 
repairs, alterations, additions, or improvements to homes or other 
buildings on improved real estate upon which real estate or upon a 
leasehold estate in said real estate such company then holds a first 
lien to secure a loan previously made: Provided, That no such loan or 
advance shall be made in a sum in excess of $2,000: And provided 
further, That the amount of such loan or advance when added to the 
balance due on the original indebtedness shall not exceed the amount 
originally secured by the first lien. 

(d) Ground rents in the District of Columbia or any State of the 
United States: Provided, That in the case of unexpired redeemable 
ground rents the premiums paid, if any, shall be amortized over the 
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period between the date of acquisition and earliest redemption date, 
or charged off at any time prior to redemption date; and in the case 
of expired redeemable ground rents the premiums paid, if any, shall 
be charged off at the time of acquisition. Redeemable ground rents 
purchased at a discount shall be carried at an amount not greater 
than the cost of acquisition. 

(6) Notes, bonds, or equipment trust certificates secured by any 
transportation equipment leased or sold to a common carrier, domiciled 
within the United States or the Dominion of Canada, with gross 
revenues exceeding one million dollars in the fiscal year immediately 
preceding the purchase , Which notes, bonds, or equipment. trust 
certificates provide a right to receive determined rental, purchase or 
other fixed obligatory payments adequate to retire the obligations 
within twenty years from date of issue and also provide (a) for the 
vesting of title to such equipment, free from encumberance in a corpo- 
rate trustee or (b) for the creation of a first lien on such equipment, 
provided at the date of purchase such notes, bonds, or trust certificates 
are not in default as to principal or interest. 

* o* * * * ae 
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AMENDING THE DISTRICT OF COLUMBIA STADIUM ACT 
OF 1957 WITH RESPECT TO MOTOR-VEHICLE PARKING 
AREAS, AND FOR OTHER PURPOSES 





SepTeMBER 8 (legislative day, SepremMBerR 5), 1959.—Ordered to be printed 


Mr. Brsuz, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


[To accompany H.R. 8392} 



























The Committee on the District of Columbia, to whom was referred 
the bill (H.R. 8392) to amend the District of Columbia Stadium Act 
of 1957 with respect to motor-vehicle parking areas, and for other pur- 
poses, after full consideration, report favorably thereon with an amend- 
ment and recommend that the bill, as amended, do pass. 

The amendment is as follows: 

Page 1, line 6, immediately after the colon, strike out all through 
line 9 and insert in lieu thereof the following: 


In carrying out its authority to construct such stadium, 
the Board shall provide for such construction by contract 
entered into after advertising for competitive bids. Any such 
contract shall be awarded to the bidder whose bid, in the 
opinion of the Board, will be most advantageous to the Gov- 
ernment, price and other factors being considered: Provided, 
That all bids may be rejected and new bids advertised for 
when the Board determines that it is in the public interest so 
to do. 


The 85th Congress, by the enactment of Public Law 85-300 (71 
Stat. 619), the District of Columbia Stadium Act of 1957, authorized 
the construction, maintenance, and operation by the Armory Board 
of the District of Columbia of a stadium in the District of Columbia. 

This act was amended substantially by Public Law 85-561 (72 Stat. 
421), in order to require the stadium to be constructed substantially 
in accordance with certain plans, to provide for a contract with the 
United States with respect to the site of such stadium and for other 
purposes. 
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The necessity for the enactment of this bill arises from opinions 
of the Comptroller General of the United States with respect to the 
interpretation of the District of Columbia Stadium Act of 1957, 
dealing with the authority of the Armory Board to negotiate con- 
tracts for the construction of the stadium, and with the authority 
of the Secretary of the Interior to provide for certain facilities in 
the vicinity of the stadium structure itself. 

The letter of the Comptroller General to the chairman of the com- 
mittee, dated August 19, 1959, reporting on the proposal, and in which 
the above referred to opinions are discussed, is made herewith a part 
of this report: 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, August 19, 1959; 
B-85993 
B-138834 
Hon. ALAN BIBLE, 
Chairman, Committee on the District of Columbia, 
U.S. Senate. 


Dear Mr. CuarrMan: Further reference is made to your letter of 
August 15, 1959, transmitting three copies of H.R. 8392, a bill to 
amend the District of Columbia Stadium Act of 1957 with respect to 
motor-vehicle parking areas, and for other purposes, now pending 
before the Committee on the District of Columbia. You state that 
the subcommittee has scheduled a hearing on this bill on Wednesday, 
August 19, 1959, at 10 a.m., and you request that we furnish the com- 
mittee, prior to the hearing, with such suggestions as we may deem 
proper, touching the merits of the bill and propriety of its passage. 

The bill proposes to amend section 2 of the District of Columbia 
Stadium Act of 1957 so as to authorize the Armory Board to provide 
for the construction of the stadium by such means as it determines 
will most effectively carry out the purposes of the act, including but 
not limited to, a negotiated contract. The remaining amendments 
to the District of Columbia Stadium Act of 1957, which are proposed 
by the bill, appear to be designed to insure that the Secretary of the 
Interior will have the necessary authority to construct motor-vehicle 
parking areas and certain otber facilities. 

With respect to the amendments relating to the authority of the 
Secretary of the Interior to construct motor-vehicle parking.areas, 
etc., we advised Hon. John L. McMillan, chairman, Committee on 
the District of Columbia, House of Representatives, by letter of 
June 4, 1959, submitting our comments on H.R. 6893, 86th Congress, 
that if it is deemed desirable that such authority be granted to the 
Secretary of the Interior, the enactment of specific legislation to do 
so would be necessary since, as stated in our decision of March 25, 
1959, B-138834, such authority is not contained in existing legislation 
relative to the stadium. As we stated in the letter of June 4, 1959, 
the question as to whether the motor-vehicle parking areas, land- 
scaping, etc., in connection with the stadium should be constructed, 
prepared, and maintained by the Secretary of the Interior with 
appropriated funds, as proposed by H.R. 8392, or by the Armory 
Board with funds obtained by the sale of bonds, as now provided by 
the Stadium Act, is a matter of policy for determination by the 
Congress. Under the circumstances, we make no recommendation 
concerning this portion of the pending bill. 
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With reference to the proposed amendment of section 2 of the act, 
it is stated in House Report No. 643 that the authority to negotiate 
contracts is one which the Congress has given to the heads of various 
departments and agencies many times in the past, an example being 
the authority granted with respect to property procurement generally 
in title III of the Federal Property and Administrative Services Act 
of 1949. We wish to point out that title III of the Federal Property 
and Administrative Services Act does not grant general authority to 
negotiate contracts for the procurement of property. Section 302(c) 
of that act provides that— 

‘“(e) All purchases and contracts for property and services shall be 
made by advertising, as provided in section 303, except that such pur- 
chases and contracts may be negotiated by the agency head without 
advertising if * * *.” [Italic supplied.] 


It is thus clear that the basic method of procurement contemplated 
by that act is the time-tested method of advertising for competitive 
bids. The same is true of procurement under the Armed Services 
Procurement Act of 1947, now 10 U.S.C. 2301 et seq. 

The purposes sought to be achieved through advertised competitive 
bids have been stated as follows: 

“* * * to give all persons equal right to compete for Government 
contracts; to prevent unjust favoritism, or collusion or fraud in the 
letting of contracts for the purchase of supplies; and thus to secure for 
the Government the benefits which arise from competition.” 


United States v. Brookridge Farm (111 F. 2d 461, 463). We have not 
been advised of any reasons why the construction of the stadium, from 
the proceeds of bonds fully guaranteed by the United States, cannot 
be as well accomplished on an open-bid basis as by negotiation. 

It is, of course, true that the Federal Property and Administrative 
Services Act and the Armed Services Procurement Act of 1947 do grant 
authority to negotiate contracts under certain specified conditions. 
However, these are exceptions to the general advertising requirement 
of the statutes, and the reasons for such exceptions do not appear to 
be present in the instant case. It may also be pointed out that it 
would appear somewhat incongruous to permit the Board to award a 
contract expected to amount to some $6 million by negotiation when 
its authority to acquire property of any kind necessary to carry out 
the purposes of the Stadium Act after the stadium is built must, by 
section 5(3) of that act, be exercised through competitive bidding in 
the case of all contracts exceeding $3,000. 

For the foregoing reasons, we are opposed to that portion of H.R. 
8392 which would grant the Board authority to contract for construc- 
tion of the stadium on other than an advertised basis. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


After due consideration of all of these factors and reports submitted 
to the committee on this proposal, the bill as reported by the com- 
mittee would accomplish the following: 

(1) Provide that the Armory Board, in carrying out its author- 
ity to construct the stadium, shall provide for such construction 
by contract entered into after advertising for competitive bids; 

that any such contract shall be awarded to the bidder whose bid, 
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in the opinion of the Board, will be most advantageous to the 
Government, price, qualifications of the bidder, and other factors 
being considered; with a proviso that all bids may be rejected 
and new bids advertised for when the Board determines that it 
is in the public interest so to do. 

(2) Insure that the Secretary of the Interior will have the neces- 
sary authority to construct motor-vehicle parking areas and 
related facilities at a total cost not to exceed $2,660,000. 

Hearings were held on the proposal on August 19, 1959, at which 
representatives of the U.S. Department of the Interior, the District 
of Columbia Armory Board, and the District of Columbia Commis- 
sioners testified in favor of the enactment of the bill. 

Your committee feels that inasmuch as Congress has, by the enact- 
ment of Public Law 85-300 and Public Law 85-561, authorized the 
Armory Board to construct a stadium in the District of Columbia, 
that it should go one step further and authorize the necessary parking 
areas and related facilities in order to properly complete the project, 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman): 


DISTRICT OF COLUMBIA STADIUM ACT OF 1957, 
AS AMENDED 


AN ACT To authorize the construction, maintenance, and operation by the 
Armory Board of the District of Columbia of a stadium in the District of 
Columbia, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited 
as the ‘‘District of Columbia Stadium Act of 1957”. 

Src. 2. In order to provide the people of the District of Columbia 
with a stadium suitable for holding athletic events and other activities 
and events of a nature requiring such a facility, the Armory Board 
(hereinafter referred to as the “Board’’), created by section 2 of the 
Act entitled ‘An Act to establish a District of Columbia Armory 
Board, and for other purposes”, approved June 4, 1948 (D.C. Code, 
sec. 2-1702), is hereby authorized to construct, maintain, and operate 
a stadium with a seating capacity of not to exceed fifty thousand, on 
a site in the District of Columbia determined in accordance with pro- 
visions of section 3 of this Act. [n the event the Board exercises the 
authority vested in it by this section, such stadium shall be constructed 
substantially in accordance with the plans for such stadium contained 
in the Praeger-Kavanagh-Waterbury survey entitled ‘Engineering 
and Economic Study, District of Columbia Stadium” dated March 
31, 1958. In carrying out its authority to construct such stadium, the 
Board shall provide for such construction by contract entered into after 
advertising for competitive bids. Any such contract shall be awarded 
to the bidder whose bid, in the oponion of the Board, will be most advanta- 
geous to the Government, price and other factors being considered: Pro- 
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vided, That all bids may be rejected and new bids advertised for when the 
Board determines that it is in the public interest so to do. 

Sec. 3. The Secretary of the Interior is authorized and directed to 
acquire by gift, purchase, condemnation, or otherwise, all real prop- 
erty within the boundaries of the East Capitol Street site, as estab- 
lished in the first paragraph under the heading “(2) East Capitol 
Street Site’’ contained in the National Capital Planning Commission 
report entitled “‘Preliminary Report on Sites for National Memorial 
Stadium” dated November 8, 1956, and thereafter, acting under au- 
thority of the Act entitled “An Act to establish a National Park 
Service, and for other purposes”, approved August 25, 1916, as 
amended (16 U.S.C. 1 and the following), the Secretary of the In- 
terior shall enter into a contract with the Board for the construction, 
maintenance, and operation of the stadium (including the operation 
and maintenance of motor-vehicle parking areas) on such East Capitol 
Street site, except that such contract may be for a term of not more 
than thirty years. The Secretary of the Interior is authorized and 
directed to construct and prepare in areas A, C, D, and E only, on such 
site, as such areas are indicated on National Capital Parks Map num- 
bered 1.7-146, motor vehicle parking areas, including driveways, walks, 
lighting, and landscaping, at a total cost not to exceed $2,660,000. 

Sec. 4. (a) The Board is hereby authorized to provide for the pay- 
ment of the cost of preliminary engineering and economic surveys 
relating to the stadium, and for the payment of the cost of planning, 
designing and constructing such stadium, and to provide funds for 
the operation and maintenance of such stadium, and for the payment 
of interest on the bonds authorized herein during the period of con- 
struction and during the 12-month period following completion of 
construction of the stadium, by an issue or issues of negotiable bonds 
of the Board, bearing interest, payable annually or semiannually, as 
the Board shall determine, at a rate not exceeding such rate as shall 
be approved by the Secretary of the Treasury. 

All such bonds may be registered as to principal alone or both 
principal and interest, shall be payable as to principal within not to 
exceed thirty years from the date thereof, shall be in such denomina- 
tions, shall be executed in such manner, and shall be payable in such 
medium and at such place or places as the Board may determine, 
and the face amount thereof shall be so calculated as to produce, at 
the price of their sale, the cost of the stadium constructed pursuant 
to this Act. The Board may reserve the right to redeem any or all 
of the bonds before maturity in such manner and at such price or 
prices not exceeding 105 per centum of the face value and accrued 
interest as may be fixed by the Board prior to the issuance of the 
bonds. The Board when it deems advisable may issue refunding 
bonds to refinance any outstanding bonds, and interest thereon, at 
maturity or before maturity when called for redemption, except that 
such refunding bonds shall mature within not to exceed thirty years 
from the date thereof, or not to exceed fifty years from the date of 
enactment of this Act, whichever shall first occur. 

(b) The bonds may be sold at not less than par. If the proceeds 
of the bonds shall exceed the cost, the excess shall be placed in the 
fund created by section 6 for the payment of the principal and inter- 
est of such bonds. Prior to the preparation of definitive bonds the 
Board may, under like restrictions, issue temporary bonds, or may, 
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under like restrictions, issue temporary bonds or interim certificates 
without coupons, of any denomination whatsoever, exchangeable for 
definitive bonds when such bonds that have been executed are avail- 
able for delivery. 

(c) All bonds, or other securities, issued by the Board under author- 
ity of this Act, shall be exempt both as to principal and interest, from 
all taxation (except estate and inheritance taxes) now or hereafter 
imposed by the District of Columbia. 

Sec. 5. In order to carry out the purposes of this Act, the Board 
is hereby authorized, without regard to any other provision of law, 
but subject to any contract entered into with the Secretary of the 
Interior under section 3 of this Act— 

(1) to determine all questions concerning the use of the stadium 
for the purposes of this Act; 

(2) to enter into contracts and agreements with the District 
of Columbia and the Federal departments, bureaus, establish- 
ments, and offices, and the Act of March 4, 1915, as amended 
(31 U.S.C. 686), is hereby made applicable to such contracts; 

(3) to acquire by purchase or lease, equipment, appliances, 
facilities, and property of any kind necessary or desirable to 
carry out the purposes of this Act, and to sell or dispose of any 
such property so acquired when in its judgement it shall be ad- 

vantageous to do so, except that no contract for more than $3,000 
shall be entered into for the purpose of this paragraph withous 
competitive bidding; 

(4) to make such structural and other changes in the stadium 
as it may deem necessary or desirable for carrying out the pur- 
poses of this Act; 

[(5) to prepare, maintain, light, and operate motor-vehicle 
parking lots;] 

(5) to light, operate, and maintain motor-vehicle parking lots; 

(6) to operate or contract for the operation of such conces- 
sions, including the checking of clothing and the sale of bever- 
ages and food as the Board may deem appropriate to the pur- 
poses for which the stadium may be rented or leased; 

(7) to furnish such services to renters, lessees, and other occu- 
pants of the stadium as in its judgment are necessary or suitable 
for carrying out the purposes of this Act 

(8) to rent or lease from time to time for any of the purposes 
of this Act, all or any part or parts of the stadium including 
any or all structures, equipment, or facilities of the stadium, at 
such rental values and for such periods of time as the Board 
shall determine; 

(9) to carry public-liability insurance protecting the Board, 
and the members, officers, and employees thereof engaged in 
operating and maintaining the stadium, and in operating and 
maintaining the motor- vehicle parking areas in connection therewith; 
and to require tenants or lessees of the stadium to carry public- 
liability insurance protecting the interests of such tenants or 
lessees; 

(10) to accept the gratuitous services of such persons as may 
volunteer to aid in the conduct of its activities. 

(11) to enter into contracts, contingent or otherwise, for ex- 
pert, professional, and other personal services, and for printing, 
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engraving, supplies, or any items or services necessary and inci- 
dent to the preparation and sale of bonds, to be paid out of the 
proceeds of the sale of such bonds. 

Src. 6. (a) The Board shall place into an operating fund all receipts 
derived from the exercise by the Board of the powers granted by this 
Act. All records and accounts relating to the operations, revenues, 
expenses, and costs of the stadium and the lighting, operation, and 
maintenance of motor-vehicle parking areas in connection with such 
stadium shall be kept separate and distinct from the records and 
accounts relating to the operations, revenues, expenses, and costs of 
the District of Columbia National Guard Armory. The Board is 
authorized, from time to time, to make advances for the operation 
and maintenance of the stadium and the lighting, operation, and main- 
tenance of motor-vehicle parking areas in connection with such stadium 
from the armory board working capital fund established in section 8 
of the Act approved June 4, 1948 (D.C. Code, sec. 2-1708), but not 
to exceed a total of $25,000 at any one time. Such advances shall be 
reimbursed from the operating fund created by this subsection. 
The operating fund shall be used for constructing, operating, main- 
taining, and repairing the stadium and the lighting, operation, and main- 
tenance of motor-vehicle parking areas in connection with such stadium. 
After payment or provision for payment from the operating fund of 
all costs for construction, maintenance, repair, and operation of the 
stadium and the lighting, operation, and maintenance of motor-vehiele 
parking areas in connection with such stadium and the reservation of 
an amount of money estimated to be sufficient for the maintenance, 
repair, and operation during the ensuing period of not more than 
twelve months, the remainder of the receipts derived from the exercise 
by the Board, of the powers granted by this Act shall be placed in a 
sinking fund. Such sinking fund shall be used for the following pur- 
poses and in the following order or priority: (1) to pay the interest 
on and principal of bonds and other securities issued under authority 
of section 4 of this Act; (2) to reimburse the District of Columbia 
for any moneys advanced from its revenues and any amounts bor- 
rowed by the Commissioners of the District of Columbia from the 
Secretary of the Treasury, including interest on such borrowed 
amounts, to pay interest on or principal of bonds issued by the Board; 
and (3) to redeem bonds before maturity as provided in section 4 of this 
Act, or to repurchase bonds before maturity. All revenues from the 
operation of the stadium and the lighting, operation, and maintenance 
of motor-vehicle parking areas in connection with such stadium are 
hereby pledged to the uses and to the application thereof as heretofore 
in this section required. An accurate record of the cost of the stadium 
and the lighting, operation, and maintenance of motor-vehicle parking 
areas in connection with such stadium, the expenditures for [main- 
taining and operating it] maintenance and operation, and of rentals 
and lease receipts shall be kept and shall be avialable for the informa- 
tion of all interested persons. 

(b) Within a reasonable time after the construction of the stadium, 
the Board shall file with Congress and the Board of Commissioners 
of the District of Columbia a sworn itemized statement showing the 
cost of constructing the stadium, and the amount of bonds, debentures, 
or other evidences of indebtedness issued in connection with the con- 
struction of such stadium. 
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Sec. 7. After payment of the bonds and interest or after a sinkin 
fund sufficient for such purpose shall have been provided and shall 
be held solely for that purpose, but in any event not later than fifty 
years from the date of enactment of this Act, all right, title, and 
interest in and to the stadium constructed under this Act shall vest 
in the United States. 

Ssc. 8. (a) The Board is authorized to employ and fix compensa- 
tion of such personnel as may be necessary to carry out the purposes 
of this Act, without regard to the provisions of the civil-service laws 
and the Classification Act of 1949, as amended. 

(b) Under the direction of the Board and with the written authori- 
zation signed by the members thereof, an employee of the Board may 
exercise such of the powers vested in the Board by section 5 of this 
Act as the Board shall dctermine. 

Sec. 9. Nothing contained in this Act shall be construed to author- 
ize or permit the Board or any member thereof to create any obliga- 
tion or incur any liability other than such obligations and liabilities 
as are dischargeable solely from funds contemplated to be provided 
by this Act. No obligation created or liability incurred pursuant to 
this Act shall be a personal obligation or liability of any member or 
members of the Board but shall be chargeable solely to the funds 
contemplated to be provided by this Act. Whenever the Board cer- 
tifies to the Commissioners of the District of Columbia that there 
will not be a sufficient amount in the sinking fund created by section 
6(a) of this Act to pay amounts becoming due and payable during 
any fiscal year on account of interest on or retirement of the bonds, 
the Commissioners of the District of Columbia shall include in the 
budget estimates for the District of Columbia for such fiscal year 
such amounts out of the revenues of the District of Columbia as may 
be necessary to insure the payment of such interest or the retirement 
of such bonds. In the event an appropriation has not been made by 
the time the amount becomes due and payable on account of interest 
on or retirement of the bonds, the Commissioners of the District of 
Columbia are authorized to borrow from the Secretary of the Treas- 
ury the amounts required, to bear interest at a rate determined by 
the Secretary of the Treasury, taking into consideration the current 
average rate on current marketable obligations of the United States 
of comparable maturities as of the last day of the month preceding 
the month in which the amount is borrowed. The Secretary of the 
Treasury is authorized and directed to lend to said Commissioners 
the amounts required hereunder and for such purposes the Secretary 
of the Treasury is authorized to use as a public debt transaction the 
proceeds from the sale of any securities issued under the Second Lib- 
erty Bond Act, as amended, and the purposes for which securities 
may be issued under the Second Liberty Bond Act, as amended, are 
extended to include any loans to said Commissioners hereunder. 
Amounts borrowed by said Commissioners from the Secretary of the 
Treasury pursuant to this section and the interest thereon shall be 
repaid promptly from the funds appropriated pursuant to authority 
in this section and from any other appropriation available for such 
purpose. Amounts appropriated for payment of interest on or retire- 
ment of bonds and amounts borrowed by the Commissioners for such 
purpose shall be advanced by the Commissioners to the Board and 
shall be placed by the Board in such sinking fund. All bonds and 
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other securities issued by the Board under authority of this Act 
are hereby guaranteed as to both principal and interest by the United 
States. 

Src. 10. The Board shall file with the Congress in January of each 
year a financial statement certified as to accuracy by the Commis- 
sioners of the District of Columbia, or their designated agent, a report 
of the activities and business at the stadium, and of the operation and 
maintenance of the motor-vehicle parking areas in connection therewith, 
during the preceding fiscal year and recommendations to Congress as 
to future control and use of the stadium. 

Sec. 11. As used in this Act the term— 

(1) “stadium” includes [necessary motor-vehicle parking areas, 
and] all equipment, appliances, facilities, and property of any kind, 
necessary to carry out the purposes of this Act. 


SECTION 8 OF THE ACT OF JUNE 4, 1948, AS AMENDED 


> 


Sec. 8. There is hereby created an Armory Board working capital 
fund in the amount of $100,000, and there shall be deposited in the 
Treasury of the United States to the credit of the said Armory Board 
working capital fund all receipts derived from the exercise by the 
Armory Board of the powers granted by this Act. Said Armory 
Board working capital fund, including all receipts credited thereto, 
shall be used as a permanent revolving fund for all expenses incurred 
by the Armory Board in the exercise of the powers granted by this 
Act, including personal services. There shall also be transferred 
to said Armory Board working capital fund all revenues derived 
from rentals of the District of Columbia National Guard Armory under 
contracts made between July 1, 1947, and the date of enactment of 
this Act, except revenues resulting from the operation of concessions, 
and the Secretary of the Treasury is authorized to transfer to the credit 
of the Armory Board working capital fund authorized by this Act 
funds resulting from rental of the District of Columbia National 
Guard Armory received by him and held in escrow pending enactment 
of legislation. As soon as practicable after the close of each fiscal year, 
after provision has been made for payment of all lawful obligations 
then incurred, all sums in excess of $100,000 in said Armory Board 
working capital fund shall be transferred to the general revenues of 
the District of Columbia. Expenditures from such fund may be made 
only upon vouchers which have been certified by said Armory Board 
and which have been approved before payment by the Auditor of the 
District of Columbia, and shall be disbursed in the same manner as 
other District of Columbia funds are disbursed: Provided, That the 
Disbursing Officer of the District of Columbia is authorized to advance 
to the Armory Board, upon requisitions previously approved by the 
Accounting Officer of the District of Columbia, sums of money not to 
exceed $15,000 at any one time to be used by the Armory Board for 
its office and sundry expenses and for change-making purposes in 
connection with the secondary purposes of this Act, and in connection 
with the operation of the stadium and related motor-vehicle parking 
areas pursuant to the District of Columbia Stadium Act of 1957: Pro- 
vided further, That an amount not to exceed $10,000 in any fiscal year 
shall be available for promotional expenses in the furtherance of the 
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secondary purposes of this Act, and of the purposes of the District of 
Columbia Stadium Act of 1957, and the certificate of the Armory 
Board shall be sufficient voucher for such expenditure. There is 
hereby authorized to be appropriated annually such sum as may be 
required to supply any deficiency in the Armory Board working capital 
fund. Revenues resulting from the operation of concessions within 
the District of Columbia National Guard Armory under contracts 
made between July 1, 1947, and the date of enactment of this Act 
which have been held by the District of Columbia National Guard 
pending enactment of legis!ation are hereby transferred to the canteen 
fund of the District of Columbia National Guard. 


O 
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AMENDING THE DISTRICT OF COLUMBIA INCOME AND FRAN- 
CHISE TAX ACT OF 1947, AS AMENDED, TO PROVIDE THAT CER- 
TAIN ADDITIONAL SPECIFIED OFFICERS OF THE EXECUTIVE, 

LEGISLATIVE, AND JUDICIAL BRANCHES OF THE FEDERAL 

GOVERNMENT SHALL BE EXEMPT FROM SUCH ACT 


Sepremser 8 (legislative day, Sepremper 5), 1959.—Ordered to be printed 


Mr. Binz, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H.R. 4283] 



















The Committee on the District of Columbia, to whom was referred 
the bill (H.R. 4283) to amend the District of Columbia Income and 
Franchise Tax Act of 1947, as amended, to provide that certain addi- 
tional specified officers of the executive branch of the Federal Govern- 
ment shall be exempt from such act, after full consideration, report 


favorably thereon with amendments and recommend that the bill as 
amended do pass. 


The amendments are as follows: 
Page 2, line 23, strike out “‘and”’ and insert in lieu thereof the follow- 
ing: 
(O) United States Civil Service Commission, 
(P) Indian Claims Commission, 
(Q) Board of Parole, and 
Page 2, line 24, strike out “(QO)” and insert in lieu thereof “(R)”. 
Page 3, line 2, strike “year.” and insert in lieu thereof ‘‘year,”. 
Page 3, line 10, strike “‘year.’”’ and insert in lieu thereof “‘year,”. 
Page 3, insert the following after line 10: 
(4) any of the following elected officials of the Senate: 
(A) Secretary, 
(B) Sergeant at Arms. 
(C) Secretary for the Majority, 
(D) Secretary for the Minority, and 
(E) Chaplain, 
unless such official is domiciled in the District on the last 
day of the taxable year, 
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(5) any otf the following elected officials of the House 
of Representatives: 


(A) Clerk, 
(B) Sergeant at Arms, 
(C) Doorkeeper, 
(D) Postmaster, and 
(E) Chaplain, 
unless such official is domiciled in the District on the last 
day of the taxable year, and 
(6) any of the following Federal officials: 
(A) Director, Administrative Office of the United 
States Courts, 
(B) Architect of the Capitol, 
(C) Public Printer, 
(D) Librarian of Congress, 
() Comptroller General of the United States, 
anc 
(F) Assistant Comptroller General of the United 
States, 
unless such official is domiciled in the District on the 
last day of the taxable year. 
Page 4, line 14, strike “‘and”’. 
Page 4, after line 14, insert the following: 
(O) United States Civil Service Commission, 
(P) Indian Claims Commission, 
(Q) Board of Parole, and 
Page 4, line 15, strike out “‘(QO)”’ and insert in lieu thereof “(R)”. 
Page 4, line 17, strike ‘‘year.” and insert in lieu thereof “year,”. 
Page 4, line 25, strike ‘‘year.’’’, and insert in lieu thereof ‘‘year,’’. 
Page 4, after line 25 insert the following: 
(4) any of the following Federal officials: 
(A) Director, Administrative Office of the United 
States Courts, 
(B) Architect of the Capitol, 
(C) Public Printer, 
(D) Librarian of Congress, 
(E) Comptroller General of the United States, 
and 
(F) Assistant Comptroller General of the United 
States, 
unless such official is domiciled in the District on the 
last day of the taxable year. 
Page 5, line 8, immediately after “‘officer,’”’ insert the following: 


or to any of the elected officials of the legislative branch of 
the Government of the United States referred to im para- 
graphs (4) or (5) of section 4(s) of title I of this Act, unless 
such official is domiciled in the District on the last day of 
the taxable year,. 


Page 5, line 20, immediately after “Board,” insert the following: 


United States Civil Service Commission, Indian Claims Com- 
mission, Board of Parole, 
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Page 6, line 4, strike “‘year.’ ” and insert in lieu thereof: 


year, or any of the following officers, unless such officer is 
domiciled in the District on the last day of the taxable year: 
(A) Director, Administrative Office of the United States 
Courts, (B) Architect of the Capitol, (C) Public Printer, 
(D) Librarian of Congress, (E) Comptroller General of the 


United States, or (Ff) Assistant Comptroller General of the 
United States. 


Amend the title to read as follows: 


A bill to amend the District of Columbia Income and 
Franchise Tax Act of 1947, as amended, to provide that cer- 
tain additional specified officers of the executive, legislative, 
and judicial branches of the Federal Government shall be 
exempt from such Act. 


The purpose of H.R. 4283, as amended by the committee, is to 
amend the District of Columbia Income and Franchise Tax Act of 
1947, as amended, so as to exempt from such act certain additional 
specified officers of the executive, legislative, and judicial branches of 
the Federal Government. 

The word “resident” is now defined in section 4(s) of title I of the 


District of Columbia Income and Franchise Tax Act of 1947, as 
amended, as follows: 


(s) The word “resident’”’ means every individual domiciled 
within the District on the last day of the taxable year, and 
every other individual who maintains a place of abode within 
the District for more than seven months of the taxable year, 
whether domiciled in the District or not. The word “resi- 
dent” shall not include any elective officer of the Government 
of the United States or any employee on the staff of an 
elected officer in the legislative branch of the Government of 
the United States if such employee is a bona fide resident of 
the State of residence of such elected officer, or any officer of 
the executive branch of such Government whose appoint- 
ment to the office held by him was by the President of the 
United States and subject to confirmation by the Senate of 
the United States and whose tenure of office is at the pleasure 
of the President of the United States, unless such officers are 


domiciled within the District on the last day of the taxable 
year. 


Similar language is contained in the 1956 amendments to the Income 
Tax Act relating to withholding. The changes proposed by H.R. 4283 
would therefore exempt from liability for District income tax and 
withholding the officers enumerated in this proposal, unless such 
officers are domiciled within the District on the last day of the taxable 
year. 

During the hearing on the proposal on June 15, 1959, it was pointed 
out that most of the persons affected by the bill and who reside in the 
District do so only because of their service to the Government. Most 
have retained their legal residence in the States from which they were 
appointed by maintaining bank accounts, owning professional licenses, 
such as lawyers, doctors, etc., by maintaining voting residence in 
their State of appointment, by having tax liabilities and local affilia- 
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tions there, such as continuing membership in churches, fraternities, 
and various political and religious organizations, and by having never 
becoming domiciled in the District of Columbia. It was further 
mere out that many of these persons still own their homes and have 
yusiness interests in the States from which they were appointed, and 
intend to return to such States upon the conclusion of the appointive 
service. 

It is felt that the enactment of the bill would provide equitable 
treatment to these Federal appointees whose domiciles remain in 
their respective home States during the period they are serving as 
Federal appointees within the District of Columbia. 

The following table, showing the total number of employees who 
would be exempt under the proposed legislation, is herewith made a 
part of this report: 
Atomic Energy Commission 
Civil Aeronautics Board 


Federal Deposit Insurance Corporation 
Federal Home Loan Bank Board 
Federal Maritime Board 


Board of Governors of the Federal Reserve System 
Federal Trade Commission 


Indian Claims Commission 

Board of Parole 

U.S. Tariff Commission 

Director, Administrative Office of the U.S. Courts...........-.-.---.-... 
Architect of the Capitol 

Publie Printer 

Librarian of Congress - 

Comptroller General of the United States 

Assistant Comptroller General of the United States__......-.-.-.---.---- 


CUT et OD OO WO OT TO OO eS Torr 


The above referred to list totals 108 persons. The finance officer 
of the District of Columbia indicates that in 1957, the latest year for 
which complete information is available, 47 of these 108 appointees 
resided outside the District of Columbia, and were, for this reason, 
not subject to income tax within the District of Columbia. Sixty-one 
of these persons resided within the District of Columbia and were 
subject to income tax in the District of Columbia. Of this number a 
total of 42 filed District of Columbia income tax returns and either 
paid the entire tax in the District of Columbia or received credit for 
income tax paid within the State in which they resided at the time 
they were appointed to the position which they hold. Nineteen of 
these people, who resided in the District of Columbia and were subject 
to District of Columbia income tax, failed to file or pay income tax 
in the District. 

Enactment of the bill would result in a total loss of revenue to the 
District of $21,526.03 for 1957, based upon tax returns filed for that 
year as set out above. 

A letter which the committee received from the finance officer of 
the District of Columbia under date of August 24, 1959, pertaining 
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to the Senate amendments to the bill as passed by the House of 
Representatives, is herewith made a part of this report 


A study has been made of the amendments offered to H.R. 
4283 as they relate to the exemption from District income 
taxes of members of certain specified boards and agencies of 
the Federal Government and to certain officers of the Senate 
and the House of Representatives who are not domiciled in 
the District. 

The proposed amendments involve 30 individuals. 
Twenty-three incumbents maintained places of abode in 
the District of Columbia in 1957, the latest year for which 
complete information is available. The other seven indi- 
viduals maintained places of abode in either Maryland 
Virginia. Of the 23 individuals who lived in the District, 
14 filed 1957 income tax returns and 9 did not. (In two of 
these cases, however , the place of abode of the individual is 
unknown.) Those who filed income tax returns re ported a 
total tax of $4,338.77 and took a State tax credit of $1,017.98. 
The total tax paid to the District by these individuals 
amounted to $3,450.03. The net tax collected was more than 
the total liability minus the State tax credit because in some 
instances the amount of tax credit claimed was greater than 
the District tax liability. 

These data, when added to information previously sup- 
plied on the 78 individuals affected by H.R. 4283, indicate 
that 10 individuals paid tax to their State of domicile and 
claimed credit for these State income taxes against the Dis- 
trict individual income tax. The State tax credit claimed 
amounted to $5,193.29. In the case of three individuals, the 
State tax credit was large enough to offset the District tax 
liability and no income tax to the District was due. 

Based on the facts available, it is apparent that the enact- 
ment of H.R. 4283 and the proposed amendments would 
result in a loss of revenue to the District of Columbia in 
excess of $30,000 annually. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman): 


(61 Srar. 332) 
* ad * « « « * 

(s) The word “resident”? means every individual domiciled within 
the District on the last day of the taxable year, and every other indi- 
vidual who maintains a place of abode within the District for more 
than seven months of the taxable year, whether domiciled in the 
District or not. [The word “resident” shall not include any elective 
officer of the Government of the United States or any employee on 
the staff of an elected officer in the legislative branch of the Govern- 

59006°—59 S. Rept., 86-1, vol. 6-—26 
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ment of the United States if such employee is a bona fide resident of 
the State of residence of such elected officer, or any officer of the 
executive branch of such Government whose appointment to the 
office held by him was by the President of the United States and sub- 
ject to confirmation by the Senate of the United States and whose 
tenure of office is at the pleasure of the President of the United States, 
unless such officers are domiciled within the District on the last day 
of the taxable year.] The word “resident’’ shall not include— 

(1) any elective officer of the Government of the United States or 
any employee on the staff of an elected officer in the legislative branch 
of the Government of the United States if such employee is a bona 
fide resident of the State of residence of such elected officer, 

(2) any person appointed by the President subject to confirmation 
by the Senate of the United States as a member (including chairman) 
of any of the following agencies, while he is a member of such agency: 

(A) Atomic Energy Commission, 

(B) Civil Aeronautres Board, 

(C) Federal Communications Commission, 

(D) Federal Deposit Insurance Corporation, 

(FE) Federal Home Loan Bank Board, 

(F) Federal Maritime Board, 

(@) Federal Power Commission, 

(H) Board of Governors of the Federal Reserve System, 

(1) Federal Trade Commission, 

(J) Interstate Commerce Commission, 

(K) National Labor Relations Board, 

(L) National Mediation Roard, 

(M) Securities and Exchange Commission, 

(N) Subversive Activities Control Board, 

(O) U.S. Civil Service Commission, 

(P) Indian Claims Commission, 

(Q) Board of Parole, and 

(R) U.S. Tariff Commission, 
unless such person is domiciled in the District on the last day of the 
taxable year, 

(3) any officer of the executive branch of the Government of the 
United States whose appointment to the office held by him was by the 
President of the United States and subject to confirmation by the 
Senate of the United States and whose tenure of office is at the pleasure 
of the President of the United States, unless such officers are domiciled 
un the District on the last day of the taxable year, 

(4) any of the following elected officials of the Senate: 

(A) Secretary, 

(B) Sergeant at Arms, 

(C) Secretary for the majority, 

(D) Secretary for the minority, and 

(EZ) Chaplain, 
unless such official is domiciled in the District on the last day of the 
taxable year, 

(5) any of the following elected officials of the House of Lepre- 
sentatives: 

(A) Clerk, 
(B) Sergeant at Arms, 
(C) Doorkeeper, 
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(D) Postmaster, and 
(£) Chaplain, 
unless such official is domiciled in the District on the last day of the 
taxable year, and 
(6) any of the following Federal officials: 
(A) Director, Administrative Office of the U. S. Courts, 
(B) Architect of the Camtol, 
(C) Publie Printer, 
(D) Librarian of Congress, 
(EZ) Comptroller General of the United States, and 
(F) Assistant Comptroller General of the United States, 
unless such official is domiciled in the District on the last day of the 
taxable year. 
* ae * é * ” a 


(70 Stat. 68) 


(z) The term “employee” shall apply only to individuals having a 
place of abode or residing or domiciled within the District at a time 
a tax is required to be withheld by an employer, and to every other 
individual who maintained a place of abode within the District for 
more than seven months of the taxable year, whether domiciled in 
the District or not. [The term “employee” shall include an officer 
of a corporation, but shall not include any elective officer of the 
Government of the United States or any officer or employee in the 
legislative branch of the Government of the United States whose 
compensation is paid by the Secretary of the Senate or the Clerk of 
the House of Representatives, or any officer of the executive branch 
of such Government whose appointment to the office held by him 
was by the President of the United States and subject to confirmation 
by the Senate of the United States and whose tenure of office is at 
the pleasure of the President of the United States, unless such officer 
of the executive branch is domiciled within the District on the last 
day of the taxable year.] The term “employee” shall include an 
officer of a corporation, but shall not ineclude— 

(1) any elective officer of the Government of the United States or 
any officer or employee in the legislative branch of the Government 
of the United States whose compensation is paid by the Secretary of 
the Senate or the Clerk of the House of Representatives, 

(2) any person appointed by the President and subject to 
confirmation by the Senate of the United States as member (including 
chairman) of any of the following agencies, while he is a member of 
such agency: 

(A) Atomic Energy Commission, 

(B) Civil Aeronautics Board, 

(C) Federal Communications Commission, 

(D) Federal Deposit Insurance Corporation, 

(2) Federal Home Loan Bank Board, 

(F) Federal Maritime Board, 

(G) Federal Power Commission, 

(H) Board of Governors of the Federal Reserve System, 
(1) Federal Trade Commission, 

(J) Interstate Commerce Commission, 
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(K) National Labor Relations Board, 































(L) National Mediation Board, dor 

(M1) Securities and Exchange Commission, - 

(N) Subversive Activities Control Board, of t 

(O) United States Civil Service Commission, the 

(P) Indian Claims Commission, er 

() Board of Parole, and of 

(Rt) United States Tariff Commission, Gor 

unless such person is domiciled in the District on the last day of the ey 

taxable year, bey Dis 

(3) any officer of the executive branch of the Government of the the 

United Siates whose appointment to the office held by him was by the oat 

President of the United States and subject to confirmation by the = 

Senate of the United States and whose tenure of office is at the Ac 

pleasure of the President of the United States, unless such officer ey 

of the executive branch is domiciled within the District on the last Mc 

day of the taxable year, Fer 

(4) any of the following Federal officials: °. 

(A) Director, Administrative Office of the United States hg 

Courts, Co 

(B) Architect of the Capitol, Os 

(C) Public Printer, pm 

(D) Librarvan of Congress, ah, 

(7) Comptroller General of the United States, and Pe 

(F) Assistant Comptroller General of the United States, f 

unless such official is domiciled in the District on the last day of the Pr 

taxable year. the 

off 

(70 Srat. 72) the 

+ * * * + * * - 

(i) DectaraTions, REQUIREMENTS, TIME For Fitinc.—(1) Every - 

person residing or domiciled in the District at the times prescribed in is 
paragraph (4) of this subsection shall, at such times, make a declara- 

tion of his estimated tax for the taxable year if— oo 


(A) the gross income for the taxable year can reasonably be 
expected to consist of wages and of not more than $1,000 from 
sources other than such wages, and can reasonably be expected 
to exceed the total amount of the personal exemptions to which 
he is entitled under this article plus $5,000; or 

(B) the gross income can reasonably be expected to include 
more than $1,000 which is not subject to the withholding provi- 
sions of this article, and can reasonably be expected to exceed the 
personal exemptions to which he is entitled under this article, 
plus $500. 

[This requirement shall not apply to any elective officer of the Govern- 
ment of the United States or any employee on the staff of an elected 
officer in the legislative branch of the Government of the United 
States if such employee is a bona fide resident of the State of residence 
of such elected o‘ficer, or any officer of the executive branch of such 
Government whose appointment to the office held by him was by 
the President of the United States and subject to confirmation by the 
Senate of the United States and whose tenure of o‘fice is at the pleas- 
ure of the President of the United States, unless such officers are 
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domiciled within the District on the last day of the taxable year.] 
This requirement shall not apply to any elective officer of the Government 
of the United States or any employee on the staff of an elected officer in 
the legislative branch of the Government of the United States if such 
employee is a bona fide resident of the State of residence of such elected 
officer, or to any of the elected officials of the legislative branch of the 
Government of the United States referred to in paragraphs (4) or (5) of 
section 4(s) of title I of this Act, unless such official is domiciled in the 
District on the last day of the taxable year, or any person appointed by 
the President subject to confirmation by the Senate of the United States 
as a member (including chairman) of any of the following agencies 
while he is a member of such agency: Atomic Energy Commission, Civil 
Aeronautics Board, Federal Communications Commission, Federal De- 
posit Insurance Corporation, Federal Home Loan Bank Board, Federal 
Maritime Board, Federal Power Commission, Board of Governors of the 
Federal Reserve System, Federal Trade Commission, Interstate Com- 
merce Commission, National Labor Relations Board, National Media- 
rion Board, Securities and Exchange Commission, Subversive Activities 
Control Board, United States Civil Service Commission, Indian Claims 
Commission, Board of Parole, and the United States Tariff Commission, 
unless such person is domiciled in the District on the last day of the 
taxable year, or any officer of the executive branch of the Government of 
the United States whose appointment to the office held by him was by the 
President of the United States and subject to confirmation by the Senate 
of the United States and whose tenure of office is at the pleasure of the 
President of the United States, unless such officers are domiciled within 
the District on the last day of the taxable year, or any of the following 
officers, unless such officer is domiciled in the District on the last day of 
the taxable year: (A) Director, Administrative Office of the United States 
Courts, (B) Architect of the Capitol, (C) Publie Printer, (D) Librarian 
of Congress, (2) Comptroller General of the United States, or (F’) Assist- 
ant Comptroller General of the United States. Under this article, a 
declaration of estimated tax shall be considered a return of income. 
(2) In the declaration required under paragraph (1) of this sub- 
section, the individual shall state— 
(A) the amount which he estimates as the amount of income 
tax due under this article for the taxable year; 
(B) the amount which he estimates as the credit for tax with- 
held for the taxable year under this article; 
* * * ~*~ * 


O 








Calendar No. 950 


86TH CONGRESS t SENATE Report 
1st Session No. 923 


LICENSING OF COMMUNITY ANTENNA TELEVISION 
SYSTEMS 


SerTemMBER 8 (legislative day, SepremBer 5), 1959.—Ordered to be printed 


Mr. Pastore, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8. 2653] 


The Committee on Interstate and Foreign Commerce report favor- 
ably an original bill to amend the Communications Act of 1934 to 
establish jurisdiction in the Federal Communications Commission over 
community antenna systems, and recommend that the bill do pass. 

The bill as herewith reported reads as follows: 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 3 of the Communications Act of 
1934 (47 U.S.C. 153) is amended by inserting at the end thereof the following: 

“(hh) ‘Community antenna television system’ means any facility performing 
the service of receiving and amplifying the signals transmitting programs broad- 
cast by one or more television stations and redistributing such programs, by 
wire, to subscribing members of the public, but such term shall not incluce (1) any 
such facility which serves fewer than fifty subscribers, (2) any such facility which 
serves only the residents of one or more apartment dwellings under common 
ownership, control, or management, and commercial establishments located on 
the premises, or (3) any such facility used only for the distribution, by wire, of 

rograms for which a charge is imposed generally on all subscribers wherever 
ocated, and which are not in the first instance broadeast for reception without 
charge by all members of the public within the direct range of television broadcast 
stations.” 

Sec. 2. Section 3(h) of the Communications Act of 1934 (47 U.S.C. 153) is 
amended to read as follows: 

“(h) ‘Common carrier’ or ‘carrier’ means any person engaged as a common 
common carrier for hire, in interstate or foreign communication by wire or radio 
or in interstate or foreign radio transmission of energy, except where reference is 
made to common carriers not subject to this Act; but a person engaged in radio 
broadcasting or in operating a community antenna television system shall not, 
insofar as such person is so engaged, be deemed a common carrier.” 

Sec. 3. Title III of the Communications Act of 1934 (47 U.S.C. 301 and the 
following) is amended by inserting therein a new section 330 as follows, entitled: 
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“COMMUNITY ANTENNA TELEVISION SYSTEMS 


“Src. 330. (a) No person shall operate a community antenna television system 
except under and in accordance with this Act and with a license granted under the 
provisions of this Act: Provided, That a community antenna television system 
which is in operation on the date of the enactment of this section may continue 
to operate until the Commission issues a license therefor: Provided further, That 
any system continuing to operate in accordance with the foregoing shall, not later 
than one hundred and twenty days after such enactment, submit an application 
for a license containing all the information required by the Commission to be 
submitted with such application. 

““(b)(1) The provisions of sections 303, 304, 307, 308, 310, 311, 312, 313, 315, 
and 316 relating to stations, radio stations, broadcasting stations, licenses therefor, 
licensees thereof, and station operators shall apply also to community antenna 
television systems, licenses therefor, licensees thereof and operators thereof. 

‘*(b)(2) The provisions of section 317 relating to matters broadcast by any 
radio station, and section 326 relating to radiocommunications shall be deemed 
to apply also to all matter distributed to its subscribers by a community antenna 
television system. 

‘“*(b)(3) The provisions of section 319 relating to construction permits shall 
apply also to the construction and licensing of a community antenna television 
system: Provided, That the Commission, if it finds that the public interest, con- 
venience and necessity would be served thereby, may waive the requirement of 
a permit for such construction. 

“‘(e) The public interest, convenience, and necessity will be deemed to be served 
by the grant of an application for a license for the provision of existing program 
services by a community antenna television system which was in operation on 
the date of the enactment of this section subject to such conditions as the Com- 
mission may impose under subsection (d) hereof. 

“*(d)(1) Either prior to or within thirty days after the grant of an application 
for a license or a renewal thereof for a community antenna television system which 
was in operation on the date of the enactment of this section, the licensee of a 
television station assigned to a community in which such community antenna 
television system serves subscribers may petition the Commission to include in 
such license such conditions on the community antenna television system’s opera- 
tion as will significantly facilitate the continued operation of a television station 
which is providing the only available locally originated television broadcast 
program service. 

**(d)(2) Such petition shall describe, in detail, the proposed operating condi- 
tions, and shall set forth, with particularity, the material effect of the proposed 
conditions on such continued television station operation. The community an- 
tenna television system shall be afforded an opportunity to respond to such peti- 
tion within thirty days after public announcement of the filing thereof. After 
the expiration of such thirty-day period, the Commission shall determine whether 
the petition meets the foregoing requirements, and, if it does, shall determine 
whether, with due regard to service rendered by the community antenna television 
system and by petitioner’s station, the public interest, convenience and necessity 
would be served by the adoption of the proposed or any other operating conditions. 
Public evidentiary hearings shall be held thereon if requested by either the peti- 
tioner or the community antenna television station within thirty days after public 
announcement of such determination, or if ordered by the Commission on its 
own motion prior to its determination. 

““(d) (3) Any community antenna television system license issued under sub- 
section (c) above shall be subject to conditions imposed in accordance with this 
subsection but any such license so issued shall not be stayed pending the Com- 
mission’s final decision on any petition filed hereunder. 

“(e) Findings by the Commission as to the effect upon the public interest, 
convenience, and necessity of the grant of an application or renewal or modifi- 
cation thereof for a community antenna television system which was not in 
operation on the date of the enactment of this section or for modification of a 
license for a community antenna television system which was in operation on 
the date of enactment of this section shall be made with due regard for the 
desirability of facilitating the continued operation of a television station which 
is providing the only available locally originating television broadcast program 
service. The provisions of section 309 shall apply to the issuance of licenses, 
modifications, and renewals thereof under this subsection. 

“(f) (1) Upon application by the licensee of a television broadcast station 
{other than a station engaged solely in rebroadcasting) which is assigned to a 
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community in which a community antenna television system provides television 
programs to local subscribers, the Commission may require that such community 
antenna service shall regularly redistribute programs broadcast by such local 
television broadcast station. 

“(f) (2) The Commission may, by rule or order, prescribe such standards and 
conditions as it may find necessary to assure that the reception of the programs 
redistributed by the community antenna television system under subsection (1) 
shall be reasonably comparable in technical quality to the reception of programs 
of other television stations redistributed by the community antenna television 
system. 

““(f) (3) The Commission also may, by rule or order, prescribe the period of 
time within which community antenna television systems shall complete prepara- 
tions for and commence the redistribution of programs under subsections (1) 
and (2). 

“(g) The Commission shall prescribe appropriate rules and regulations in order 
to avoid the duplication of programs broadcast or scheduled to he broadcast by a 
television station (other than a station engaged solely in rebroadecasting) which is 
assigned to a community in which a community antenna television system serves 
subscribers by such community antenna television system redistributing the 
signals of another television station. In promulgating such rules and regulations 
the Commission shall be guided by the standard set forth in subsection (e) of this 
section, requiring that due regard be given for the desirability of facilitating the 
continued operation of a television station which is providing the only available 
locally originating television broadcast program service.” 


Purpose 


This bill is designed to amend the Communications Act of 193 
so as to place community antenna television systems (CATV) under 
the jurisdiction of the Federal Communications Commission and to 
empower the Commission to issue requisite certificates of public 
interest, convenience, and necessity for the construction and opera- 
tion of community antenna television systems. ‘This bill declares 
CATV systems not to be common carriers and sets forth the sections 
of title IIL of the Communications Act affecting regular broadcasters 
that are to apply to the community antenna television systems. 


Community ANTENNA TELEVISION SysTEMS 


Community antenna systems (often referred to as CATV systems) 
were first developed as a means of extending TV service into com- 
munities with no local station during the freeze on the licensing of 
television stations which was imposed by the Commission from 
September 1948 to July 1952. The first such system was apparently 
established on a noncommercial basis in Astoria, Oreg., in 1949, to 
pick up and relay the signal of station KRSC-T'YV in Seattle, Wash. 
The first commercial system was established in Lansford, Pa., the 
following year, and the number of such systems grew steadily through- 
out the freeze to satisfy the public’s hunger for television service in 
areas remote from the metropolitan areas where the few stations 
then in operation were located. When the TV freeze was lifted in 
1952, it was widely felt that the community antenna systems, having 
provided a valuable interim service, would disappear w hen faced 
with the competition of the many new stations which were expected 
shortly to blanket the country with local service. However, the 
economics of the industry were such that many communities did 
not get local stations. This difficulty was compounded by the situa- 
tion soon encountered by UHF stations because of their unequal 
competitive position in intermixed or overshadowed markets. After 
a temporary pause, the rate of growth of CATV systems again picked 
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up, until now it is estimated that there are as many as 750 in existence. 
They serve appro: imately 500,000 sets (of an estimated 42 million 
in use) bringing television programing to almost 1,500,000 people 
in 44 Sta ites. 

Essentielly, & conimunity antenna system consists of a receiving 
antenna located at some high point, as near the community to be 
served as possible, where usa ble television signs ils from distant cities 
can be received. ‘These signals ere then amplified and carried by wire 
or cable—or, where the distance from the antenna to the community 
is great, by microwave relay—to some central point in the community 
to be served. There the signals may be converted to other channels, 
but whether thus shifted or not, they are distributed to the homes of 
subscribers throughout the town by cables. These are usually at- 
tached to existing power or telephone pole s, and a dropline is run from 
the cable to the individual home and a connection wired directly to 
the back of the set. The set owner needs no conventional roofto 
antenna, unless there are one or more usable signals available directly 
from the air. If the subscriber wishes to get this direct service in 
addition to the wired signals brought in by the community antenna 
system, he must install an antenna of his own and will need a switch 
on the back of his set to permit him to alternate between direct recep- 
tion and connection to the community antenna. 

The costs of wiring a community are such that only the densely 
populated areas can be economically served by CATV systems. The 
result is that generally suburban and rural areas receive no service 
from such systems. 

Although ther ‘e may be a few cooperative community antenna sys- 
tems, apparently most of them are privately owned businesses operated 
for profit. ‘The subscriber is commonly required to pay an_ initial 
connection charge ranging from a few dollars to $175 at the time his 
set is wired into the system, and thereafter pays from $2.75 to $10 per 
month for the antenna service. In recent years the systems have 
established a practice of permitting the subscriber the option of paying 
a higher monthly rate in lieu of the connection charge. 






GENERAL STATEMENT 


During the last two Congresses your committee has held extended 
hearings on the television allocations problem in an effort to deter- 
mine what steps should be taken to promote the development of a 

nationwide, competitive television system. Throughout all these 
a arings, your committee has repeatedly indicated its interest in the 
provision of adequate television service to small communities—par- 
ticularly those remote from the major population centers—and the 
other opportunities for education and entertainment which they 
provide. This has involved consideration of such matters as satellite 
television stations, community antenna systems, boosters or repeaters, 
translators, private and common carrier microwave facilities, and 
other factors affecting the character of service available to such com- 
munities and the rate at which service has been extended to them. 

Last year your committee held a full and complete hearing on the 
specific problem of television service for smaller communities. All 
interested parties, including representatives of the broadcasting 
industry, CATV systems, booster operators, and government officials 
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submitted their views with regard to this problem. Following the 
hearing, on December 26, 1958, a staff report entitled “The Televi ision 
Inquiry—The Problem of Television Service for Smaller Communities” 
was issued. A substantial portion of the staff on was devoted to 
the community antenna television problem. Specific findings and 
recommendations were made and forwarded to the Federal Com- 
munications Commission for its consideration and comment. 

The question of the FCC’s jurisdiction over community antenna 
_ vision systems and the type of regulation that should be imposed 

vas raised many years ago. The FCC’s files make it clear that this 
seas was presented to it as early as 1950 and that its staff recom- 
mended that it exert authority in this field. But, the Commission 
has long hesitated over the matter. In speeches by individual Com- 
missioners and in testimony before your committee, doubt as to its 
power has been expressed but no official ruling was made until April 21, 
1958, when the FCC decided a lon: g-pend: ng proceeding ins stituted 
by a group of smalltown broadcasters who asl ked that the Commission 
regulate CATV systems as common carriers. (See Frontier Broad- 
casting Compe ny v. Collier, 16 R.R. 1005 (Apr il 1958).) The Com- 
mission’s final action in this matter oie it perfectly clear that it 
did not intend to regulate CATV systems in any way whatsoever. 
However, on May 22, 1958, the FCC instituted an inquiry into the 
impact of community antenna television systems, te levision trans- 
lators, television satellite stations, and television reflectors upon the 
orderly development of television broadcasting (docket No. 12443) 
and included as part of that proceeding the reconsideration of the 
above-mentioned Frontier Broadcasting case. 

During the entire period from 1950 until the Commission officially 
decided its position with regard to its authority over CATV’s, hun- 
dreds of community antenna television systems were being built and 
patterns of television service were being developed without direction 
or control from any neasinsees body that had an overall responsi- 
bility in the development of television service. Finally, on April 22, 
1959, the Chairman of the FCC, John C. Doerfer, informed your 
committee as follows: 


The Commission has brought to a conclusion the formal 
inquiry inaugurated last year to review the problems asso- 
ciated with the use of community antenna sales ision systems 
(CATV’s) and television repeater services operating in the 
UHF and VHF frequency bands. 

Our study of these problems has been based on the com- 
ments filed in the docketed inquiry, testimony by interested 
parties in hearings conducted during 1958 by the U.S. 
Senate Committee on Interstate and Foreign Commerce, 
and the report on those hearings prepared by counsel to the 
committee. After carefully weighing all the conflicting pro- 
posals urged on the Commission, it has been decided to recom- 
mend the adoption of legislation which would require CATV 
systems to obtain the consent of the originating station for the 
redistribution to CATV subscribers of programs broadcast 
by such originating stations; and in addition requiring CATV 
stations to ¢ carry the programs of television stations assigned 
to communities in which the CATV serves subscribers. 
Formal recommendations to this effect are being submitted 
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separately in accordance with established procedure. For 
your convenience there are enclosed copies of these legislative 
recommendations, together with an explanatory statement 
and copies of the report and order with which the formal 
inquiry (docket No. 12443) has been terminated. 


The FCC proposals were introduced in the U.S. Senate by Senator 
Warren G. Magnuson, chairman of your committee, and made part 
of S. 1801. Shortly thereafter, Senator Frank Moss and Senator 
James Murray cosponsored « bill, S. 1886, which incorporated the 
FCC’s proposals and a plan for placing the ‘CATV’s under the juris- 
diction of the Federal Communications Commission. Senator A. S. 
Mike Monroney also introduced a bill, S. 2303, which amended the 
Communications Act so as to establish jurisdiction in the Commission 
over community antenna systems. 

S. 1801, S. 1886, S. 2303, and S. 1739 and S. 1741 relating to booster 
or rebroadcasting stations, were assigned to the Subcommittee on 
Communications. Full and complete hearings were held on these 
bills. Witnesses representing every phase of the industry were 
afforded the opportunity to present their views. Numerous state- 
ments, letters and telegrams, and other communications were re- 
ceived and considered by the committee. Informal conferences were 
held with various experts in this field in order that the committee 
would have the best advice available. 


GENERAL Commisston Po.icy 


A careful review of the Federal Communications Commission’s 
policy reveals that the Commission has long recognized the importance 
of local service and its obligation to promote the extension of such 
service wherever possible. The Communications Act itself imposes 
upon the Commission the responsibility for making available, so far as 
possible, to all the people of the United States, an efficient, nationwide, 
radio communications service and for making such distribution of 
facilities among the several States and communities as to provide a 
fair, efficient, and equitable distribution or radio service to each of 
them. In formulating and implementing spectrum allocations for all 
broadcast services the Commission has constantly sought to maximize 
the opportunities for the establishment of local stations so as to provide 
means of local expression in as many communities as possible. The 
Commission sought to discharge this statutory obligation in the field 
of television by the adoption of its sixth report and order, in which it 
specified a table of allocations distributing the available broadcast 
frequencies among the States and communities of the United States. 
As a guide to it in this task, it had theretofore set forth in its third 
notice certain principles in terms of priorities. These were as follows: 

Priority No. 1: To provide at least one television service to all parts 
of the United States. 

Priority No. 2: To provide each community with at least one tele- 
vision broadcast station. 

Priority No. 3: To provide a choice of at least two television serv- 
ices to all parts of the United States. 

Priority No. 4: To provide each community with at least two tele- 
vision broadcast stations. 
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Priority No. 5: Any channels which remain unassigned under the 
foregoing priorities will be assigned to the various communities de- 
pending on the size of the population of each community, the geo- 
graphical location of such community, and the number of television 
services available to such community from television stations located 
in other communities. 

It is clear that in its deliberations leading up to the establishment 
of the table of allocations—which has served as the basis for our 
television system—the Commission regarded the provision of local 
television service for as many communities as possible as being second 
in importance only to the policy of furnishing at least one signal to 
every part of the country. It therefore made at least 1 assignment 
to over 1,250 communities, and where possible attempted to provide 
each community with at least 2 assignments. 


NEED FoR LEGISLATION 


There should be no weakening of the Commission’s announced goal 
of local service. The Congress has imposed upon the FCC the obli- 
gation of providing a widely dispersed radio and television service 
based upon an equitable distribution of frequencies among the com- 
munities throughout the United States. The Congress and the people 
in any community have no particular interest in the success or failure 
of any given broadcaster in the area so long as the public receives 
acceptable service. But if the failure of a station leaves a community 
with inferior service, its demise ceases to be a purely private misfortune 
and becomes a matter of real and immediate public concern. 

What would be the consequences to the public of the predicted 
elimination of local television stations by competition from CATV 
systems, translators, or boosters? It seems clear that such a develop- 
ment would have at least the following results: 

(a) The community would be left without the local service which is 
necessary if the public is to receive the maximum benefits from the 
television medium. ‘This means no local news or weather reports, no 
outlet for local advertisers, no forum for the discussion of local prob- 
lems, no television medium for the promotion of local, civic, charitable, 
or other community programs or for cooperation with local law 
enforcement and other public officials, no adequate opportunity for 
local talent, no programing directed to special local tastes—in fact, 
none of the locally centered activities which make it important that 
a community have its own station rather than simply a satellite inter- 
connected with the owned and operated stations of the three networks 
in New York City and Hollywood. 

(6) The suburban and rural areas surrounding the central com- 
munity may be deprived not only of local service but of any service 
at all. It must be recognized that CATV systems can economically 
serve only concentrations of population, and that the cost of extending 
their cables to scattered suburban or rural homes would be prohibi- 
tive. Thus, if the impact of a cable system’s operations in a particular 
city destroys the economic support for its local television station and 
forces that station to suspend broadcasting, those people in the 
surrounding area who have purchased sets in order to receive the 
station’s signals may be left without any usable television service. 
This not only represents an economic hardship for them, but means 
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the withdrawal of service fromm the very people who need it most 
because of the limited availability of other facilities for information 
and entertainment. 

(c) Even the resident of the central community may be deprived of 
all service if he cannot afford the connection charge and monthly 
service fees of the CATV system. There are in every community 
some residents who have made financial sacrifices to obtain television 
sets in order to enjoy, and in reliance upon the availability of, free 
broadcast signals. If their local station is destroyed, as the broad- 
caster witnesses predict it will be, it may be that many people will not 
be able to afford the alternative of cable service. This means, again, 
a financial imposition upon, and a withdrawal of services from, those 
persons least able to sustain such a loss. 

(d) Unrestrained CATV, booster, or translator operation might 
eventually result in large regions, or even entire States, being deprived 
of all local television service—or being left, at best, with nothing more 
than a highly limited satellite service. In many of the Western States 
population is so sparse that per capita costs of constructing and 
operating television stations appear to be higher than they are in other 
sections of the United States. If the economic problems of stations 
in these areas are further complicated by the kinds of competition 
discussed above, the marginally operated stations in Montana, Idaho, 
and Wyoming whose representatives appeared before your committee 
may all be forced to leave the air—and the same may be true of 
broadcasters in other similar areas. The undesirable economic, 
cultural, political, and social consequences of making Montana and 
northern Idaho tributary to Spokane, southern Idaho dependent upon 
Salt Lake City, and Wyoming and western Nebraska mere adjuncts 
to Denver should be so clear as to require no elaboration. There are 
similar possibilities with respect to other parts of the United States. 

It must be clearly recognized that the operations of community 
antenna systems are so intertwined with the rest of the television 
system and have such serious potential impact upon the other elements 
in the overall complex of television service that CATV competition 
does have an effect on the orderly development of television. 

Your committee was informed of a number of stations that went 
off the air because of the operations of community antenna systems in 
- same area. They are Kalispell and Helena,' Mont., and Fairmont, 

. Va. 

Frank Reardon, operator of KGEZ-TV, Kalispell, Mont. (call let- 
ters changed to KULR), in his testimony before your committee 
stated as follows: 


I was most anxious that the people of the Kalispell area 
enjoy free television service. As I testified before, people in 
outlying areas who had no hopes for any form of service ex- 
cept through KGEZ-TV had spent in the range of a quarter 
of a million dollars for television sets. People in Kalispell 
who could not afford the high CATV charges looked to my 
station for their only service. 

There was only one possible means of restoring service and 
I took it. Because the CAT”’ witness had been so emphatic 


it KXLJ-TV, Helena, has returned to the air temporarily pending disposition of protest regarding micro, 
wave authorization which brought three Spokane signals to a Helena CATV system. 
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that only bad management ruined KGEZ-TV and that they 
could have made it a success, I decided to take the CATV 
witness at his word. 

On October 17, 1958, I entered into an agreement with 
the president of the Kalispell CATV system under which he 
undertook the management of the station at a salary and 
additional bonuses satisfactory to him and under which I also 
agreed to give him an option to purchase all my holdings in 
the station. I furnished all money necessary to resume 
operations, including his salary. 

I can complete the story very briefly. The station was on 
the air from October 1958 until May 27,1959. On the latter 
date the president of the Kalispell CATV system—the day- 
to-day manager of my station under the terms of our agree- 
ment—partially dismantled the transmitter and left the town. 
The station lost under management of the CATV president 
at least $10,000 before depreciation. Its losses are probably 
greater because included as assets are about $5,000 in ac- 
counts receivable which the accountants cannot locate in the 
light of the skimpy financial records left by the manager. 

My accountants inform me that some accounts receivable 
have been traded out for what appear to be personal services 
or goods for the manager. 

The station is now dark and the hopes for its revival are 
also dark. Local television broadcasting in smaller com- 
munities has a very difficult, in fact, impossible road when 
competitive CATV systems are granted the ability by the 
Federal Communications Commission to import the tele- 
vision signals of distant metropolitan cities. 


While the committee was deliberating it was informed by letter 
dated July 21, 1959, from Mr. Donald L. Hathaway, KSPR-TV, 
Casper, Wyo., that he was surrendering his television license to the 
Federal Communications Commission. In his letter he stated that— 


Our main stumbling block has not been the competitive 
TV stations here but rather the community TV setup on 
cable by which the choice of three network programs is run 
into Casper on the cable system. When we were building 
the station they had one circuit from Denver, but later they 
added a second circuit and still later they asked the telephone 
company for a third circuit which we protested through the 

With this multiplicity of signals, the audience in our area 
is split so thin that an advertiser is unable to make his adver- 
tising pay out generally, even at our low rates of some $15 
per l-minute announcement. As a further competitive 
stumbling block, the competitive station here was carried 
on the cable system and we were not. As a result anyone 
wanting to see us who is also hooked to the cable system had 
to install a special switch and operate same in order to see us. 
While we did get in thousands of switches, nevertheless there 
were many sets in Casper which never saw a clear channel 6 
picture at any time in our nearly 2 years of operation, and 
in some locations it was difficult to get a good picture even 
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with a switch due to interference from the cable system on 
adjacent channel, with the various signal levels involved. 

We had hopes that the FCC or other legislation would 
come to our rescue on this unfair situation. However, after 
holding out this long we feel it is now prudent to discontinue 
operation of free TV. 

We are convinced that two competitive free TV stations 
could live in this market but not with community TV operat- 
ing also. It is regrettable that viewers out of Casper will 
lose one of their only two channels. 


Your committee will not attempt to pass on any of the disputed 
factual questions which have arisen concerning the demise of these 
television stations. ‘The fact remains the stations were off the air 
and they dramatically pointed to the danger that broadcasters serving 
smaller communities could be destroyed. 

In addition, in many areas communities located in the fringe areas 
of local television stations depend exclusively on booster operations 
for their only television program service. ‘The committee was im- 

ressed by the situation revealed in Grand Junction, Colo. There 
it was clearly established that KREX-TV was the only TV broadcast 
program service available and that more than 30 boosters spread 
out in a fanlike shape depended upon KREX-TV for their TV 
programing. If KREX-TYV was to shut down, not alone would the 
people in the Grand Junction area lose this service, but all those being 
served by the boosters would be without any television service. 

The broadcasters who appeared before your committee constitute 
a small minority of all broadcasters and we are fortunate indeed that 
there are not more who are pressed by the problems herein considered. 
These people speak, however, for future development of television 
in wide regions of this country and if they are not heeded irrevocable 
patterns of television service may be stamped upon our States. In 
any event, your committee is of the opinion that the FCC is the 
proper body to pass on the conflicting interests of the different seg- 
ments of the public in this field. The Congress created the FCC as 
an expert agency to administer the Communications Act of 1934. 
As experts in the field of television the members of the Commission 
have gained a working knowledge of all the facets of this dynamic 
industry. If they are to discharge their overall responsibility they 
must have authority over this important aspect of television service— 
community antenna systems. 

It is recognized that the Commission is already overburdened and 
far behind with certain aspects of its work as television has been grow- 
ing at a tremendous rate in recent years. If it is necessary to handle 
the program required by this legislation through the expansion in 
staff and an increase in other expenses, at least for a time, then the 
Commission should so notify the Congress. 

Your committee is reporting herein legislation that will place the 
community antenna systems under the jurisdiction of the FCC and 
require the issuance of certificates of aii interest, convenience, and 
necessity for the construction and operation of community antenna 
systems. It is hoped that the Commission will make appropriate use 
of all available devices and facilities that will provide better service 
for the maximum number of the people. It should lay down specific 
rules applicable to the respective elements of the television industry 
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and consistent with the standards set forth in this legislation and the 
Communications Act of 1934 in general, so that all may know exactly 
where they stand and none may resort to unfair competitive practices 
which will ultimately impair the services available to the people. 

One basic issue between the community antenna operators and the 
broadcasters and their program suppliers has never been resolved, and 
that is the question whether the former are appropriating the latter’s 
programs in violation of their property rights therein. The community 
antenna industry insists that the broadcasters have released their 
programs for the enjoyment of the public, whether within or without 
the service areas of the originating stations. Since an individual 
viewer could erect a high and expensive antenna to receive the signal 
at a point where reception is not possible by ordinary means, it is 
argued that this can be done for the benefit of an entire community 
through the master antenna of a CATV system. There are a number 
of private lawsuits pending on this question. 

Your committee desires, therefore, to make it crystal clear that in 
recommending this legislation is it not affecting in any way the private 
rights which may have existed prior to the enactment of this bill. No 
such inference should be drawn because of the failure to apply section 
325(a) which would require the community antenna system to obtain 
the consent of the originating station nor should any such inference 
be drawn which may have an effect on any private lawsuit by the in- 
clusion or exclusion of any language in this legislation. 

In order to prevent danger to an orderly development of a neation- 
wide competitive television system and to assure the public of local 
television outlets wherever it is feasible, your committee, in the legis- 
lation reported herein, has specifically designed three significant 
criteria: 

1. That the Commission in awarding licenses to CATV systems 
must give due regard to facilitating the continued operation of a 
television station which is providing the only locally originating 
television program service; 

2. That the Commission is authorized to adopt appropriate 
rules in order to avoid duplication of programs broadcast bv a 
television station which is assigned to a community in which a 
community antenna television system redistributes the signal of 
another or distant television station; and 

3. Permits the Federal Communications Commission to decide 
upon requests of a local television station whether a community 
antenna television system operating in the same area with the 
local television station should carry the local television station’s 
programs. 

Your committee feels that the public interest would be served 
thereby and that these standards would not seriously affect most of 
the community antenna television systems now in existence. In any 
event, in light of the congressional mandate as well as the Commission’s 
own basic allocations, policies and goals, the FCC must give careful 
consideration to these factors in weighing the overall public interest 
in each case. 

Your committee desires to emphasize once again that its chief con- 
cern is the orderly development of a nationwide, competitive television 
system and that any action on the part of the Commission should take 
into consideration whether such action will promote or impede such 
an orderly development as well as its result and effect upon maximum 
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service for the general public. This legislation will serve the public 
interest and your committee urges its enactment. 


SECTION-BY-SECTION ANALYSIS 
SECTION 1 


This section would amend section 3 of the Communications Act of 
1934 by inserting at the end thereof a definition of community antenna 
television system. ‘This section defines the term “(CATV system” as 
a facility performing the service of receiving and amplifying the sig- 
nals transmitting programs broadcast by one or more television sta- 
tions and redistributing such programs by wire to subscribing members 
of the public. However, it does not include (1) any such facility 
which serves fewer than 50 subscribers; (2) any such facility which 
serves only the residents of 1 or more apartment dwellings under 
common ownership, control, or management, and commercial estab- 
lishments located on the premises; or (3) any such facility used only 
for the distribution, by wire, of programs for which a charge is imposed 
generally on all subscribers wherever located, and which are not in 
the first instance broadcast for reception without charge by all mem- 
bers of the public within the direct range of television broadcast 
stations. 

SECTION 2 


Section 2 amends section 3(h) of the Communications Act of 1934 
so as to make clear that community antenna television systems are 
not to be regulated as common carriers under title II of the Com- 
munications Act. 


SECTION 3 


Section 3 amends title III of the Communications Act of 1934 by 
inserting an entirely new section 330. 


Subsection (a) 


Subsection (a) of new section 330 in effect prohibits the operation 
of community antenna television systems without a license similar to 
that required under section 301 of the Communications Act respecting 
radio transmission apparatus. This subsection would permit tempo- 
rary operation of existing systems pending issuance of a license, pro- 
vided that applications for licenses are submitted to the Commission 
within 120 days after the enactment of the bill. 


Subsection (b) 


Subsection (b) of the new proposed section 330 incorporates by 
reference those provisions of title III of the Communications Act 
which may be applicable to the regulation of community antenna 
television systems. It should be noted, however, that this section 
would not apply section 325(a) of the Communications Act to com- 
munity antenna systems which would require such systems to obtain 
the consent of originating television stations before the community 
antenna system could redistribute the originating station’s signals. 
Since the provisions of title III of the Communications Act were 
originally written to apply to broadcast operations the Commission 
may find no occasion to apply some of the provisions to community 
antenna television system operations. Your committee has referred 
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to the specific sections in order to give the Commission ¢enerally, the 
same authority that now applies to broadcasters so that it could be 
exercised to the extent required in regulating community antenna 
tesevision systems. 

Subsection (c) 


Subsection (c) of new section 330 would indicate through a statutory 
determination that the public interest, convenience, and necessity 
would be served by the licensing of the existing program services of 
community antenna television system now in operation. This is the 
so-called grandfather provision and would apply to those systems 
that were in operation on the date of enactment of this bill. However, 
the Commission may impose conditions in such licenses as would be 
permitted under subsection (d) hereof. 


Subsection (d) 


Subsection (d) of new section 330 would establish a procedure under 
which a local television station could petition the Commission to in- 
clude in license grants to existing community antenna television sys- 
tems such conditions as would significantly facilitate the continued 
operation of a television station which is providing the only locally 
originating television broadcast service. Under the procedure set 
forth the petitioner and the community antenna television system 
could make submissions to the Commission and could request public 
evidentiary hearings on the issues presented. It should be pointed 
out that under this subsection the local television station has the bur- 
den of setting forth the operating conditions desired and of establishing 
that the imposition of such conditions would significantly facilitate its 
continued operation. Further, the necessity for making such determi- 
nation would be limited to a comparable small number of situations 
wherein existing community antenna television systems serve sub- 
scribers in a community to which a local station has been assigned. 

Action by the FCC on such petitions would be based upon its deter- 
mination as to whether or not, with due regard to the service rendered 
by the community antenna system and by the local television station, 
the public interest, convenience, or necessity would be served by the 
imposition of the proposed or any other operating licensing conditions 
on the community antenna television system. This standard con- 
cerning the facilitation of the continued operation of a television 
station which is providing the only locally originating television service 
is designed to encourage and to insure the availability of a local outlet 
wherever it is feasible. 

Subsection (e) 


Subsection (e) of new section 330 establishes a public interest 
standard for granting licenses to new community antenna television 
systems and for modifying licenses of existing systems and is expressed 
in the same terms as the standard applicable under subsection (d). 
It should be pointed out that in the case of licensing existing services 
of systems now in operation, subsection (d) would permit only the 
imposition of operating conditions but not the denial of a license. 
Subsection (e) would permit a refusal to permit the construction of a 
hew community antenna system or the expansion service of an existing 
system if the Commission determined that the public interest, con- 
Venience, and necessity would be served thereby. The issuance of 
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licenses, modifications, and renewals under this suksection would be 
subject to the protest procedures which are set forth in section 309 of 
the Communications Act of 1934. 


Subsection (f) 


Subsection (f) would authorize the local television broadcast station 
to file an application requesting the community antenna television 
system to carry the programs of such local broadcast station which is 
assigned to a community in which a community antenna system 
operates if the Commission finds that this would be in the public in- 
terest. This subsection authorizes the FCC to promulgate rules and 
regulations so as to assure that reception of such programs as redis- 
tributed by community antenna television systems would be reason- 
ably comparable in technical quality to other programs redistributed 
by the community antenna television system. 

Subsection (q) 

This subsection would require the FCC to prevent by appropriate 
regulations duplication by a community antenna television systems 
of programs of a television station assigned to a community served by 
the community antenna system. 

Your committee is keenly aware that a television station serves an 
area outside the principal community in which it is located and that 
the Commission’s policy requires a television station to consider the 
needs of its entire service area. Your committee hopes the Commis- 
sion will use its specific authority in conditioning CAT licenses in 
such manner as to prevent duplication of programing by CATYV’s 
within the service area of a local television station wherever the public 
interest, convenience, and necessity is served. 


AGENCY COMMENTS 


The comments of the agencies on the various bills that were the 
subject of hearings on the legislation herein reported are set forth 
below: 


ADDITIONAL COMMENTS BY THE FEDERAL COMMUNICATIONS COMMISSION 
IN RESPONSE TO QUESTIONS RAISED DURING HEARINGS HELD BEFORE 
THE SUBCOMMITTEE ON COMMUNICATIONS OF THE U.S. SENATE 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE ON AUXILIARY 
TELEVISION SYSTEMS, HELD IN JULY 1959 


With regard to the matter of charges by originating stations, under 
the present statutory scheme these matters are left to negotiation by 
the originating stations and stations rebroadcasting their programs. 
Similarly, under the proposed amendment to section 325(a) a decision 
concerning charges would be determined by the originating station 
and the CATV with due regard to such rights in the matter as might 
be held by program suppliers. In the Commission’s judgment there 
would not appear to be sound grounds for anticipating that the exer- 
cise of business judgments on the part of the interested parties— 
which in the case of the originating station should take due account of 
its public service responsibilities—would be likely to result in excessive 
burdens being thrust upon subscribers of the CATV system as & 
result of a station’s requirement that the CATV system obtain 
permission. 
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In any event, whatever problems may arise from subjecting pro- 
gram redistribution by wire to the same requirements concerning 

ermission of the originating station as apply to program rebroadcast- 
ing by radio, such problems are not peculiar to CATV’s, but are 
common to all types of repeaters including those over which the 
Commission already has jurisdiction by reason of their use of radio 
transmission. 

The third question raised by Chairman Pastore related to Senator 
Moss’ most recent proposal of a standard to govern Commission 
decisions on the authorization of auxiliary television facilities, includ- 
ing CATV’s. That proposed standard consists of the familiar criterion 
of public interest, convenience, or necessity coupled with additional 
language expressly requiring that the Commission’s public interest 
findings be made with due regard to ‘‘the desirability of encouraging 
and the maintaining of local television stations which will provide 
locally originated programs in the areas served.” Chairman Pastore 
inquired whether the additional language just quoted constituted 
“redundancy” by virtue of its reference to an element already en- 
compassed within the concept of tke public interest as applied to 
licensing of the television field. 

As has been stated previously, the Commission does consider, 
among other things, the value to a community of locally originated 
programs, in making public interest determinations incidental to 
the allocation of television channels and the authorization of television 
stations. ‘The Commission believes, however, that should Congress 
reject the Commission’s suggestions on the subject of CATV regulation 
and enact legislation giving the Commission general regulatory 
authority over CATV’s, including their right of entry into the field 
as well as conditions for their operation, it would be desirable that 
Congress lay down in the most precise terms possible the criteria by 
which it desires that the Commission govern its decisions in respect 
of CATV’s licensing and operation. 

Additional questions by the committee for response by the Com- 
mission were raised during the course of staff conferences which were 
held at the request of the committee chairman. They concerned the 
broad system of regulation of community antenna television systems 
contemplated by S. 2303 and the amendment to S. 1886 proposed by 
Senator Moss. 

The views of the Commission with respect to these proposed bills 
have already been submitted in some detail to the committee. These 
comments reflect the Commission’s position that broad regulation of 
CATYV’s under the standards described in the Communications Act of 
1934, as amended, would not be desirable; that, in the Commission’s 
view, it could not be expected, realistically, to solve the underlying 
problem; and that such broad regulation would require substantial 
increases in staff and appropriations to handle the licensing and regu- 
lation of the five to seven hundred existing CATV’s which already 
exceed in number all the regular television broadcast stations. This 
conclusion the Commission wishes to reiterate in connection with the 
further comments set forth herein. It was arrived at after a study of 
the many problems involved, as reflected in docket No. 12443, and its 
bases have been fully described in the report and order issued by the 
Commission on April 14, 1959. 
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The Commission is, of course, always prepared to offer such tech- 
nical information and assistance to the Congress as may be requested. 
However, our participation, by way of furnishing comments on the 
possible impact of legislation proposed by Members of Congress and 
under consideration by your committee, is not intended and should 
not be deemed to constitute our concurrence in the desirability or 
soundness of such legislation. ‘The Commission’s views as to the type 
of legislation which might appropriately be enacted with respect to 
CATV’s are reflected in the legislative proposals which we have pre- 
viously submitted to your committee and which have been introduced 
as S. 1801. 

Of the further questions raised by the committee the one with 
broadest scope concerns the Moss proposal which purports to enlarge 
section 301 of the Communications Act so as to include CATV’s 
under the statutory prohibition against operation without license, 
(As presently written, the proposed change would have little effect 
upon CATYV’s since the prohibition against their operation would 
apply only under the circumstances described in clauses (a) to (e), 
inclusive. The obvious intent of this proposal would be carried out by 
inserting after ‘‘United States” in next to the last line a clause reading 
somewhat as follows: “‘, or shall use or operate a community antenna 


television system which redistributes such energy, communications, 
or signals, * * *”) The committee has asked whether this change 
would make the remaining provisions of title III applicable to a CATV 
licensing scheme—and, if not, what further changes should be made so 
as to make title III applicable. As we indicated in our earlier com- 
ments on this bill, it is the Commission’s view that the specific 
language used in the different sections of title III would, in many 


instances, not be pertinent to CATV’s; would, by its terms, exclude a 
CATV system from the scope of a particular section; or would raise 
considerable question as to the applicability of a particular provision 
to a CATV licensing scheme. Further, any blanket application of the 
provisions of title III to a CATV licensing scheme might well have 
unpacts far beyond what the Congress may intend. If the com- 
mittee is of the view that, to the extent feasible, a CATV licensing 
scheme should follow along the lines of the existing regulatory pattern 
for television broadcast stations, this objective might best be accom- 
plished by including in the proposed legislation express reference to 
the particular provisions of title III which are to be considered or 
applied in the regulation of CATV’s. 

In this connection we would point out another aspect of CATV 
regulation which, in the judgment of the Commission, would warrant 
specific mention in any proposed legislation. In the light of the 
committee’s consideration of a title II] approach to CATV regulation, 
it would be important to include a provision in any such legislation 
which would remove CATV’s from possible regulation under title II 
of the Communications Act since the committee’s questions seem to 
reflect the view that CATV licensing jurisdiction should not include 
review of charges or the exercise of any other powers normally incident 
to public utility or common carrier regulation. In this regard the 
language of S. 2303 would seem to add further confusion to the 
problem in its reference to a “certificate of public convenience and 
necessity’ for CATV’s, rather than to a license, which is the estab- 
lished form of authorization under title III. There would also appear 
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to be little basis for including in a CATV regulatory scheme patterned 
after title III of the Communications Act, additional restraints, like 
that included in section 7 of the Moss bill, against the approval of 
common carrier microwave facilities which are already regulated under 
title II of the Communications Act. Section 7 would require a com- 
parative determination of common carriers as against television broad- 
cast stations—facilities which are not comparable. Further, any 
broad regulation of CATV’s under a title II] approach would make 
unnecessary additional regulation of common carrier microwav e 
facilities over and above that already encompassed in title II of the 
Communications Act. In view of the foregoing, the committee might 
deem it appropriate to include all legislative provisions which it may 
desire to propose with respect to CATV’s in a new and separate title 
of the Communications Act of 1934, as amended. 

The committee has also raised questions concerning the “grand- 
fathering in” of existing CATV’s. It is the Commission’s view that 
this is a matter of legislative policy which requires determination by 
the Congress, particularly since the Moss bill and S. 2303 seem to 
embody standards which are not mutually consistent nor sufficiently 
specific to permit of ready application. It would appear to be in the 
public interest that legislation establishing a broad regulation of 
CATV’s should be so cast as to permit the maintenance of existing 
services to as large an extent as may be feasible. Such an approach 
would seem to be desirable not only by reason of the large investments 
which have already been made in existing CATV’s but, more im- 
portantly, because of the multiple program services to the people 
made possible by CATV’s, in the light of the broad objectives of the 
Communications Act. 

This is intended to be accomplished, in S. 2303, by a provision 
which would require the Commission to issue certificates of public 
convenience and necessity to existing CATV’s upon application there- 
for. (As we have suggested in previous comments, the limitation of 
the prohibition against operation without a certificate to new CATY’s 
was apparently through inadvertence.) On the other hand, section 7 
of the Moss bill would not “grandfather in” existing CATV’s and 
would, in fact, require the denial of applications for CATV systems 
and even boosters and translators, those already in existence as well 
as those proposed to be constructed in the future, unless it were de- 
termined that an authorization therefor would be in the public interest 
after having given proper consideration to “the desirability of en- 
couraging and maintaining local television stations which will provide 
locally originated programs in the areas served.” Initially, we would 
urge that if the Congress intends that a preference should be given to 
local television stations as against all CATV and broadcast repeater 
facilities, this requirement should be specifically set forth in the 
statute in clear and unequivocal language. It is difficult to see, how- 
ever, how existing services can be maintained or how existing CATV’s 
or boosters can be “grandfathered in” in the face of such a preference. 
Further, this preference could not be readily evaluated if it were to 
encompass questions of adverse economic impact. Our study in 
docket 12443 clearly reflects the serious difficulties involved in deter- 
mining such questions on the firm basis that is required to support 
determinations by a regulatory agency. 
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A similar problem would be involved even in the “grandfathering 
in” of existing CATV’s under S. 2303 since the perfunctory grant of 
authorization to such a facility would be subject to the protest pro- 
cedure in section 309 of the Communications Act and, as we have 
indicated in our earlier comments, this may give rise to such questions 
as injury to the public occasioned by economic injury to a station. 
Further, the large number of protests and hearings that may reason- 
ably be anticipated under such legislation would produce an adminis- 
trative burden on the Commission which would be well-nigh insuper- 
able without substantial increases in staff and funds. 

In view of the foregoing, the problem posed by “grandfathering in” 
of existing CATV’s as against preference for local stations should be 
resolved by congressional determination of the public policy which 
should be controlling. 

Adopted: August 1, 1959. 


COMMENTS BY THE FEDERAL COMMUNICATIONS COMMISSION ON S. 2308, 
86TH CONGRESS, 1ST SESSION, CONCERNING COMMUNITY ANTENNA 
TELEVISION SYSTEMS 


S. 2303 places community antenna television systems (CATV’s) 
under the jurisdiction of the Federal Communications Commission, 
and empowers the Commission to issue requisite certificates of public 
convenience and necessity for the construction and operation of a 
CATV. 

CATYV’s in operation or under construction on the date of enact- 
ment could obtain the certificate upon application therefor. The 
issuance of certificates to new CATV’s would be subject to the addi- 
tional requirement of a determination by the Commission that the 
issuance of the certificate would serve the public interest, convenience, 
or necessity. Both existing and new CATV’s would be subjected to 
all rules, regulations, and orders of the Commission which are not 
inconsistent with law and which the Commission finds will promote 
the public convenience or interest, or will serve the public necessity. 
Section 309 (a), (b), and (c) of the Communications Act of 1934, as 
amended, which, among other things, subject grants made without 
hearing to certain protest procedures, are applied to the grant of 
requisite certificates of public convenience, interest, or necessity. 
The revocation provisions of section 312 of the Communications Act 
are similarly made applicable to certificates issued under the bill. 

It would thus appear that the Commission would be directed and 
empowered to establish regulations governing the conditions under 
which all CATV’s, both existing and future, could operate. While 
entry into the field of new CATV’s would be subjected to the requisite 
finding that the public interest would be served permitting the estab- 
lishment of new systems, existing systems would be entitled to the 
requisite certificate merely upon application therefor, but subject to 
the rights of protestants under section 309. The extension or en- 
largement of existing systems so authorized would not require further 
authorization to the extent of construction which at the date of enact- 
ment was ‘‘in progress or has been contracted or otherwise committed.” 
There is a similar exclusion from the requirement of a certificate for 
the extension, by either existing or new systems, of lines within the 
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operating territory of an existing CATV as defined by any authoriza- 
tion issued by a local authority or by any certificate issued by the 
Commission. 

The Commission notes that the framework of Federal reculation 
which S. 2303 would impose on CATV’s differs to an extent from the 
context of regulatory jurisdiction now established by the Communi- 
cations Act for broadcasters, on the one hand, and for common 
carriers, on the other. The licenses which the broadcasters must 
obtain from the FCC are limited by statute to a maximum term of 
3 years, subject to renewal, whereas the bill appears to permit certifi- 
cates for CATV’s for unlimited or indefinite duration, within the dis- 
cretion of the Commission, and subject to revocation on grounds 
similar to those which may be invoked under section 312 of the Com- 
munications Act for revocation of radio licenses. The certificates 
would in this sense be comparable to the certificates of public con- 
venience, interest, or necessity which the Commission issues under 
the present act to common carriers. 

It is evidently not the intention of the bill, however, to give CATV’s 
the status of common carriers or to subject them to the kinds of re- 
quirements, notably regulation of rates, normally imposed upon 
common carriers for hire. The basic statutory standard or criterion 
for deciding upon the grant or denial of applications for new CATV’s 
and for adopting regulatory rules is the broadly phased “public 
interest” standard which governs the granting of radio licenses to 
broadcasters and the regulation of broadcast operations conducted 
thereunder. 

The Commission notes that the broad public interest standard is 
not accompanied by any specifications or refinements such as those 
which under the present act govern some aspects of the licensing and 
regulation of broadcast stations. For example, there is no counter- 
part to the details in section 308 which lays down a number of specific 
requirements for the qualification of station licenses. ‘The Commis- 
sion believes that, at the least, if S. 2303 were adopted, it would be 
desirable to include in it specific provisions covering the Commission’s 
proposals that Congress make it mandatory that CATV’s, as in the 
case of broadcast stations under section 325, obtain permission from 
the broadcast stations whose programs they redistribute to the public. 
The Commission would also urge that the bill include our other 
proposal that upon request of a local regular television station the 
CATV be required to provide a circuit for the programs of the local 
station and in so doing furnish a picture of reasonable technical 
standard. Both of these proposals are pending in S. 1801, and in 
other bills. It should be noted that since the bill subjects the issu- 
ance of all certificates—for both existing and new CATV’s—to the 
protest provisions of section 309, issues on injury to the public result- 
ing from alleged adverse impact of existing and new CATV’s on 
regular TV stations may be raised by parties in interest desiring to 
protest the issuance of certificates to such CATV’s. 

With regard to the basic question of subjecting new or existing 
CATYV’s to the licensing authority of the FCC, the Commission again 
invites attention to the analysis of the problems incidental to such 
jurisdiction contained in its report and order in docket No. 12,443, 
which were incorporated by reference with the FCC legislative pro- 
posals respecting CATV’s and with the Commission’s comments on 
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S. 1886. In that document, the Commission states its views, based 
on paintstaking analysis of comments by interested parties in a 
formal inquiry on this subject. The Commission continues to support 
the legislative proposals offered therein looking toward two statutory 
requirements: First, that CATV’s obtain permission of stations 
whose broadcast signal they redistribute, and, second, that upon 
request by any local regular television station the CATV carry the 
programs boradcast by the local station, and in so doing provide a 
picture of reasonable technical quality. 

The Commission has previously stated the reasons for its judgment 
that such enactments represent desirable legislative action by the 
Congress, and has elaborated the reasons underlying its inability to 
concur with the suggestion that subjecting CATV’s to Federal regu- 
lation of a more extended nature would be desirable or would, in 
practice, effectively solve the underlying problems. The Commission 
respectfully reaffirms its views as prev iously expressed on this matter, 
and accordingly recommends against the adoption of S. 2303. 

There is one respect in which it may be desirable to consider 
clarifying the language of the present bill. Section 330(b) expressly 
makes unlawful the construction or operation of a new CATV with- 
out a certificate of public convenience and necessity. While the new 
section 330(e) provides for issuance by the FCC of certificates to 
existing CATV’s upon application therefor, there is no corresponding, 
express prohibition of the continued operation of existing CATV’s 
without a certificate. If, as the Commission believes, it is intended to 
subject all CATV’s to the requirement of a certificate, it would appear 
desirable to make the prohibition expressly applicable to all CATV’s 
This could be done by introducing at the beginning of section 330(e) 
language making it unlawful for existing CATV’s to continue to 
operate beyond an interval of 90 days following the enactment of the 
bill unless during that interval application is made for the issuance of 
a certificate by the FCC. As the Commission understands the bill, 
the grant of a certificate would be perfunctory in the case of existing 
CATV’s. However, as already pointed out, any such grant would 
be subject to the protest procedures of section 309 (a), (b), and (c) 
of the Communications Act. It may therefore be desirable to include, 
additionally language providing that in no case would the Commission 
stay the grant of certificates pending the conduct of such hearings as 
may be called for under section 309. This comment is not offered by 
way of endorsement of the bill, rather as a suggestion for clarifying its 
apparent intent if Congress should decide to adopt it. 

Adopted: July 15, 1959. 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, May 4, 1959. 
Hon. Warren G. MaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 


U.S. Senate. 
Dear Mr. Cuarrman: Your letter of April 29, 1959, requests our 
comments on S. 1801, to amend the Communications Act of 1934 in 


order to impose certain requirements on community antenna tele- 
vision systems. 
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We have no information on the need or desirability of the proposed 
legislation and, therefore, have no comments to oifer. 
This report is submitted in triplicate, as requested. 
Sincerely yours, 


JOSEPH CAMPBELL, 
Comptroller General of the United States. 


Civin Arronavtics Boarp, 
Washington, May 8, 1959. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, 
Senate Office Building, Washington, D.C. 

Dear Mr. CuarrMan: This is in further reply to your letter of 
April 29, 1959, in which you requested any comments the Board might 
have concerning S. 1801, a bill to amend the Communications Act of 
1934 in order to impose certain requirements on community antenna 
television systems. 

Inasmuch as this legislation relates solely to community antenna 
television systems, which do not come within the jurisdiction of the 
Civil Aeronautics Board, this agency has no comment to make on the 
bill. 

Sincerely yours, 
James R. Durrer, Chairman. 


DEPARTMENT OF JUSTICE, 
May 14, 1959. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Dear Senator: This is in response to your request for the views 
of the Department of Justice concerning the bill (S. 1801) to amend 
the Communications Act of 1934 in order to impose certain require- 
ments on community antenna television systems. 

The bill has been examined, but since the subject matter thereof 
does not directly affect the activities of the Department of Justice, 
we would prefer not to offer any comment concerning it. 

Sincerely yours, 
Lawrence E. WAtsa, 
Deputy Attorney General, 


CompTROLLER GENERAL OF THE UNITED STATES, 
Washington, May 20, 1959. 
Hon. Warren G. Maenuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate. 

Dear Mr. CaarrMan: Your letter of May 13, 1959, requests our 
comments on S. 1886, to amend the Communications Act of 1934 
with respect to community antenna television systems and certain 
rebroadcasting activities. 


















22 LICENSING OF COMMUNITY ANTENNA TELEVISION SYSTEMS 


We have no information on the need or desirability of the proposed 
legislation and, therefore, have no comments to offer. 

This report is submitted in triplicate, as requested. 
Sincerely yours, 


JOSEPH CAMPBELL, 
Comptroller General of the United States. 


JUNE 9, 1959. 
Hon. Warren G. Macnuson, 


Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate. 


Dear Mr. Macnuson: This is in reply to your request of April 29, 
1959, for a report on S. 1801, a bill to amend the Communications 
Act of 1934 in order to impose certain requirements on community 
antenna television systems. 

The Department does not have the technical information which 
permits us to give an expert opinion on this matter. However, from 
the standpoint of effective dissemination of agricultural information, 
the Department feels that adequate television service should be 
readily available to all persons in the United States where it is practical 
to provide it. 

Apart from this general statement on the desirability of adequate 
television service, the Department does not feel that it can make a 
recommendation regarding rules affecting the operation of community 
television antenna systems. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
True D. Morsz, Acting Secretary. 


COMMENTS OF FEDERAL COMMUNICATIONS COMMISSION ON 8. 1886 AMEND-=- 
MENT (IN THE NATURE OF A SUBSTITUTE) TO BE PROPOSED BY SENA- 
TORS MOSS AND MURRAY, 86TH CONGRESS 


1. The Federal Communications Commission has the following 
comments to offer on the amendment to S. 1886 (in the nature of a 
substitute) to be proposed by Senators Moss and Murray, 86th 
Congress: 

Section 1 


2. The Commission concurs in section 1 which is the same as our 
proposal embodied in S. 1886. 


Section 2 


3. On section 2, the Commission prefers the proposal embodied in 
S. 1741. The following information is submitted to supplement our 
earlier justification for this proposed amendment: Our proposal and 
Senator Moss’ amendment revolve around whether the statute should 
require that the actual operation of transmitting apparatus should be 
carried on only by persons holding an operator’s license. The Com- 
mission thinks that it should have discretion in this matter. But, of 
course, that is a matter for the legislative policy of Congress itself. 
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The statutory requirement that stations engaged in broadcasting shall 
be operated by a licensed operator can be stated— 
(a) For all such stations; 
(b) With a legislative exception only for stations engaged in 
rebroadcasting; or 
(c) Not at all, leaving it to the Commission to prescribe par- 
ticular circumstances in which licensed operators will be required. 
The Commission favors this last one for the following reasons: 

4. The immediate purpose of the Commission’s proposal to amend 
section 318 is directly related to our consideration of the desirability 
of adopting rules under which low-power television repeater stations 
operating in the VHF television band could be licensed. Briefly, 
section 318 now requires that “The actual operation of all transmitting 
apparatus in any radio station for which a station license is required 
by this Act shall be carried on only by a person holding an operator’s 
license issued hereunder * * *’”; provided, however, that this require- 
ment can be waived under certain conditions except for ‘‘(3) stations 
engaged in broadcasting” (47 U.S.C. 318). The Commission is re- 
questing that the discretion it now has with respect to operators for 
certain classes of stations be extended to include stations “engaged in 
broadcasting.” 

5. Although the immediate concern is with the low-power television 
repeater type station, the case for discretion in this area with respect 
to an operator is equally valid for all classes of broadcast stations. 

6. Prior to 1937 the Communications Act as well as its predecessor, 
the Radio Act of 1927, required that without exception actual opera- 
tion of all transmitting apparatus be carried only by a licensed opera- 
tor. Section 318 was amended in 1937 to its present form whereby the 
Commission was given the power to waive the operator requirements 
except for the four categories mentioned, i.e., (1) stations for which 
licensed operators are required by international agreement, (2) stations 
for which licensed operators are required for safety purposes, (3) sta- 
tions engaged in broadcasting, and (4) stations operated as common 
carriers on frequencies below 30,000 kilocyeles. 

7. This 1937 amendment was adopted at the request of the Com- 
missioners. In urging the relaxation implemented by the 1937 
amendment of section 318, the Commission stated that its purpose 
was to give the ‘“Commission discretion in certain instances to relax 
the absolute requirement of section 318 * * *.”! Further it was 
said, “The need for such discretion was brought to the attention of the 
Commission forcibly by an application of the Cruft Laboratory, 
Harvard University. A general experimental station had been 
licensed to that institution for several years for the purpose of making 
a continuous observation of the ionosphere * * *. Results of the 
operation were recorded automatically. There was no function which 
an operator could have performed in this connection other than to 
keep the station upon its proper frequency.” Several other automatic 
types of operation were also mentioned in the Commission’s request 
and it was further stated that “It is important to remember that con- 
trol by the Commission over a station is not lost because it is auto- 
matically operated. The control over the license of the licensee 
remains to insure proper operation * * *.” 


1 The quotations in this paragraph are excerpted from a letter from Irwin Stewart, Commissioner, to Hon. 
William P. Cole, Jr., House of Representatives, Washington, D.C., Feb. 19, 1937. 
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8. The Commission itself also suggested the exclusion of the four 
classes of stations from the waiver requirement, stating: ““These excep- 
tions were carefully designed to avoid conflict with international 
agreements, to preserve safety, and to exclude stations operating with 
great power or on frequencies where considerable interference might 
be expected.” 

9. It is our position now that the tremendous strides which are 
acknowledged to have taken place in the electronic and radio field 
and the degree to which automation and safeguards can be imple- 
mented with respect to unattended equipment make groundless many 
of the fears of 1937 and earlier regarding the possible harmful effects 
of unattended operation. The initial statute requiring licensed oper- 
ators at all radio stations dates back to the first days of radio and is 
based principally on the fact that early radio equipment could only 
be satisfactorily operated by a technician with some knowledge of its 
fundamentals as well as the ability to transmit and receive telegraph 
code. 

10. The operator was necessary to insure (1) that the equipment 
accomplished the purposes for which it was intended, i.e., communica- 
tion, and (2) that in its operation it did not unduly disrupt or interfere 
with other radio stations. In the present advanced stage of the art 
there is no question in our mind of the ultimate feasibility of unat- 
tended operation of all classes of broadcasting stations insofar as these 
two considerations are involved. The knowledge and state of the art 
fully encompasses the techniques necessary to safeguard unattended 
operation. This is not to say, however, that the Commission con- 
templates the immediate or even the eventual removal of the require- 
ments for operators at all broadcasting stations. Rather, we are urg- 
ing that the statutory restriction on the Commission’s discretion in 
this area be removed. Certainly we have the confidence that this 
discretion would be exercised within the full meaning of the word 
and that unattended operation of any class of broadcast stations, 
including those with which we are immediately concerned—i.e., the 
the television repeater stations—would not be authorized except under 
conditions in which all possible adverse effects of the unattended op- 
eration were fully considered and adequate provisions made to pre- 
vent such adverse effects. 

11. In the version of the amendment to section 318 that is now 
before the Congress in S. 1886, as amended, the Commission’s sugges- 
tion that all broadcasting stations be removed from the excepted 
category has been modified to remove only the television repeater- 
type stations with which we are, as indicated above, immediately 
concerned. Passage of the amendment in this form would, of course, 
meet our immediate concern. There are, however, other considerations 
concerning operators with which we are constantly confronted. There- 
fore, without attempting at this time to resolve or to decide whether 
further relaxation of operator requirements will be adopted, we again 
urge that this is an area in which the Commission should be permitted 
on and ask for consideration of the amendment in its original 
orm. 


Section 3 


12. Section 3 conforms to the Commission’s legislative proposal as 
embraced in S. 1739 except that the amendment to S. 1886 would have 
premature construction provisions applicable to community antenna 





LICENSING OF COMMUNITY ANTENNA TELEVISION SYSTEMS 25 


television systems (hereinafter referred to as CATV). In connection 
with sections 6 and 7 of the amendment to S. 1886 we discuss our views 
on community antenna TV systems being licensed by the Commission. 

13. The amendment to S. 1886 permits the Commission to waive the 
requirement of premature construction for stations constructed before 
the enactment of the act. The Commission’s proposal as set forth in 
S. 1739 had set the date as “before January 1, 1959.” ‘The Commis- 
sion has no objection to this provision of the amendment. 


Section 4 


14. The Commission has no objections to section 4. It conforms to 
our proposal as embodied in S. 1886. 
Section 5 

15. The Commission is in accord with section 5 which is consistent 
with our proposal as provided in S. 1886. We prefer, however, to 
suggest that the word “regular” be eliminated from the first line of 
roposed section 5. Our proposal and the amendment refer to the 
icensee of a regular television broadcast station. Since “regular” 
is not otherwise defined we now feel it wiser to omit it. 


Sections 6-7 


16. We turn next to sections 6 and 7 of S. 1886, as amended, and to 
that portion of section 3 thereof which concerns CATV’s. Section 6 
would make operation of a CATV unlawful except (1) in accordance 
with the applicable provisions of the Communications Act of 1934, 
as amended (these are not specified), and (2) under a license issued by 
the FCC. Section 7 sets out findings which the Commission must 
make before authorizing CATV’s, television broadcast repeater sta~ 
tions, or microwave transmission facilities serving either of such 
operations. Section 3 would except CATV’s and repeaters from the 
statutory prohibition against licensing certain types of facilities 
constructed prior to the issuance of a construction permit. 

17. Insofar as it concerns CATV’s section 7, among other things, 
would preclude granting the requisite license to either an existing or 
proposed system unless the Commission finds that the authorization 
“will not adversely affect the creation or maintenance of a [television] 
station which will originate local television programs. * * *” Section 
7 would also preclude licensing a television broadcast repeater station, 
or a point-to-point microwave transmission facility serving either a 
ela system or a television repeater station, unless the same finding 
is made. 

18. It thus appears that one of the major objectives of the bill 
is to invoke Federal regulatory powers to bar the dissemination of 
television broadcast programs to members of the public through the 
use of CATV’s, repeater stations, or microwave facilities serving either 
of these in any case where the use of such devices or systems would 
exert adverse impact on any existing regular television broadcast sta- 
tion or on the possibilities for the future establishment of such a 
regular television broadcast station. 

19. As purveyors of television programs, both CATV’s and re- 
peater stations exert an impact on any television station serving the 
area to the extent that members of the public who might otherwise 
be watching programs broadcast by local or nearby stations watch, 
instead, programs disseminated by CATV’s or repeaters. The audi- 
ence of the regular station is thereby reduced. This, in turn, may be 
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expected to affect, to a greater or lesser degree, the ability of the local 
regular station to secure quality programs and to obtain advertiser 
support, which is their sole source of revenue. It also follows that 
the availability, in a particular city or area, of television programs 
provided by repeaters or CATV’s would have a probable bearing on 
decisions by entrepreneurs concerning the establishment of a new local 
television station. Thus, if “adversely affect” were construed in this 
sense, virtually all existing or proposed repeaters and CATV systems 
would fall within the ban of section 7. 

20. If, on the other hand, the words “adversely affect’? were con- 
strued to mean only adverse impact so severe that the existing or 
proposed CATY or repeater would necessarily preclude the continued 
operation of a regular television broadcast station or preclude the 
establishment of a new regular television broadcast station serving 
the community or area, it would, in the considered opinion of the 
Commission, be extremely difficult in most cases to make such findings 
on an adequately supported basis. The reasons are set out at length 
in the attached copy of the Commission’s report and order adopted 
April 13, 1959, in its docketed inquiry into the impact of community 
antenna sys tems, TV translators, ‘““TV satellite stations,” and TV 

“repeaters” on the orderly developments of television broadcasting 
(FCC Docket No. 12443). 

21. Under a third possible construction the words ‘‘adversely affect” 
may be interpreted as calling for a finding by the Commission that an 
existing or proposed CAT'V or repeater station (or a microwave facility 
serving either) would exert so strong an adverse impact on existing or 
possible future regular television broadcast stations that the probabil- 
ity or the likelihood of continued service from an existing regular 
station or of establishing a new one would be seriously jeopardized. 
While it may be possible to formulate such a construction of the bill, 
the Commission believes that, in practice, the severe difficulties that 
would be encountered in making sound and adequately based findings 
under this interpretation would be substantially similar to those in- 
volved under the other possible interpretations noted above. It has 
already been pointed out that some ‘adverse effect” arising from the 
diversion of audience from regular television stations is most probably 
demonstrable in all cases. Weighing and deciding the degree to which 
existing or new CATY systems or repeaters would be likely to fore- 
close the possibilities for continued operation of a regular television 
station or the future establishment of a new one, is subject to much the 
same difficulties as attach to an outright determination that the re- 
peater or CATV system would necessarily destroy or preclude oppor- 
tunities for service from regular stations. 

2. As we pointed out in our report and order of April 13, 1959, 
numerous circumstances—including some imponderables—determine 
the success or failure of existing television stations and the probabilities 
for the success or failure of new stations. These factors include not 
only the numbers of television services locally available but also the 
size and nature of the market, the supply and quality of programs, the 
extent of local, regional, and national advertiser support, and related 
factors. They also include the competence, energy, and imaginative- 
ness of management, the amount of capital available, and numbers 
of other factors which in one degree or another affect success or failure 
of station operation. ‘These circumstances illustrate and underscore 
the difficulties attaching to the process of making findings as to adverse 
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impact which, under S. 1886, would be decisive in determining whether 
to authorize the continued operation of television repeaters and CATV 
systems and whether to authorize new ones. 

23. Apart from the difficulties encountered in meee findings 
requisite under section 7, the Commission notes that the bill appears 
to assume that in every case involving a choice between them, rendi- 
tion of television service by regular television broadcast stations is 
preferable to the provision of program services by repeaters or 
CATV’s. This question was at issue in the Commission’s formal 
inquiry on this subject. In reviewing the facts, the Commission was 
not persuaded that this assumption would necessarily hold in all 
cases. In a typical case CATV systems and repeaters are able to 
provide program services otherwise unavailable to the local com- 
munity. This is because CATV’s and repeaters have usually been 
established in the smaller communities which lack full choice of 
nationwide and other television program services. Thus, they have 
been able, to considerable extent, to supplement the program fare 
which a local television station is in a position to offer. Since an 
ultimate objective of a television allocation plan is the provision of 
as many program choices as possible to as many members of the 
public as possible, it may not hold in all cases that the overriding 
public interest would necessarily be served by protecting a present 
or possible future regular television station from adverse competitive 
impact exerted by services able to offer a wider program choice. 

24. In making this comment the Commission does not minimize 
the undoubted value to any community of a local television outlet, 
which can be provided by a regular television station, but is not 
furnished by repeaters or, in the usual case, by a CATV. In formu- 
lating and implementing spectrum allocations for all the broadcast 
services, the Commission has constantly sought to maximize the 
opportunities for the establishment of local stations providing means 
of local expression in as many communities as possible. Owing to 
the relatively high cost of constructing and operating television sta- 
tions it has not been so far possible to establish local television stations 
in as many communities as have radio stations. Moreover, numbers 
of television stations in the smaller communities have experienced 
varying degrees of financial difficulty, whether or not parts of their 
service areas were served by repeaters or CATV’s. In many cases 
television stations in the smaller communities, although they are 
able to provide a local TV outlet, have not been in the position to 
furnish a program service comparable with that made available by 
stations in the larger cities, which have been brought to some smaller 
communities by repeaters and CATV’s. For this reason the question 
of where the public interest lies in any given community as between 
a station capable of serving as a local outlet and another form of 
service capable of providing a wider range of program choice should 
perhaps not be determined with sole reference to the advantages of 
service through a local regular television station. It may be relevant 
to note that local radio service is to a considerable extent utilized as 
a broadcast medium of local expression, and that the smaller com- 
munities are not wholly dependent upon television stations for a local 
broadcast medium. It would appear that S. 1886 would place the 
entire emphasis on economic protection to a local television station 
on the premise that in all cases the local outlet should be protected 
by barring the licensing of repeaters or CATV’s which exert an 
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adverse competitive impact on the station, despite the countervailin 
circumstance that in many cases the repeaters or a local CATV woall 
be able to provide a more extensive program service and a wider range 
of program choice than the local station. 

25. Apart from these basic considerations, should Congress decide 
as a matter of public policy that existing and future television stations 
should be protected, as under S. 1886, from adverse competitive impact 
exerted by television repeaters, CATV’s, and microwave facilities 
systems serving either, it would appear desirable to amend the text 
of the bill so as to clarify the applicability to CATV’s of portions of 
the Communications Act not specified in the proposed amendments 
to sections 301 and 307(b). It has not been possible in the short 
time available prior to submission of these comments (in time for a 
hearing scheduled on June 30, 1959) to make a complete study of this, 
but it may be helpful to point out one illustration of the problem, 
Section 6 of the bill would subject CATV’s to the Commission’s 
licensing powers by amending section 301. However, a number of 
sections of the act which specifically govern the Commission’s exercise 
of its licensing powers refer expressly to ‘‘station licenses.” Examples 
are sections 308, 310, 311, and 312. The definition of “station” in 
section 3(k) of the act does not clearly embrace CATV’s, since the 
definition refers expressly to a “station equipped to engage in radio 
communication or radio transmission of energy.”” A CATV system 
provides programs by means of wire transmission rather than radio 
transmission. 

26. The Commission notes, additionally, that making the requisite 
finding as to adverse effect in authorizing microwave facilities may 
not be necessary since, under S. 1886, as amended, the authorization 
of a TV repeater or CATV would be subjected to the same require- 
ments concerning a finding of adverse effect on regular television 
stations whether or not the repeater or CATV used microwave facil- 
ities. Thus, the finding as to the repeater or CATV would suffice to 
determine the issue. 

27. In the time available for the preparation of these comments the 
Commission has not been able to restate in detail the numerous factors 
bearing on the desirability of regulating the entry into the field of 
television repeaters and CATV’s pursuant to the requirements of 
section 7 of the bill. These matters are, however, set out at length 
in the attached copy of the Commission’s report and order in docket 
No. 12443. The information and the analyses contained therein are, 
in the Commission’s opinion, directly relevant to the proposals con- 
tained in the bill. If additional views are desired on any particular 
aspects of the complex problem with which the bill is concerned, the 
Commission will be glad to comment further in answer to questions 
br ema reed arise in the course of hearings held on the bill, or in writing, 

esired. 


Adopted: June 29, 1959. 
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CuHANGES IN Existine Law 


In compliance with subsection 4 of rule XXIX of the Standing 


Rules of the Senate, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italic, and existing law in which no 
change is proposed is shown in roman): 


COMMUNICATIONS ACT OF 1934, AS AMENDED 


DEFINITIONS 
mo. 3.° * * 


* * * * * ” ” 


( ) x * * 
ik) “Community antenna television system” means any facility per- 
forming the service of receiving and amplifying the signals transmitting 
programs broadcast by one or more television stations and redistributing 
programs, by wire, to subscribing members of the public, but such 
term shall not include (1) any such facility which serves fewer than fifty 
subscribers, (2) any such facility which serves only the residents of one 
or more apartment dwellings under common ownership, control, or 
management, and commercial establishments located on the premises, or 
(3) any such facility used only for the distribution, by wire, of programs 
for which a charge is imposed generally on all subscribers wherever located, 
and which are not in the first instance broadcast for reception without 
charge by all members of the public within the direct range of television 
broadcast stations. 
ae fe > 


* * * * * * * 


(h) * * *; but a person engaged in radio broadcasting or in operat- 
ing a community antenna television system shall not, insofar as such 
person is so engaged, be deemed a common carrier. 


TITLE III—PROVISIONS RELATING TO RADIO 
Part I—GeENeERAL PRovisions 
LICENSE FOR RADIO COMMUNICATION OR TRANSMISSION OF ENERGY 
Sec. 301. * * * 


*” * * * * * * 


ADMINISTRATION OF RADIO LAWS IN TERRITORIES AND POSSESSIONS 
Szc. 329. * * ® 


COMMUNITY ANTENNA TELEVISION SYSTEMS 


Sec. 330. (a) No person shall operate a community antenna television 
system except under and in accordance with this Act and with a license 
granted under the provisions of this Act: Promded, That a community 
antenna television system which is in operation on the date of the enact- 
ment of this section may continue to operate until the Commission issues 
a license therefor: Provided further, That any system continuing to 
operate in accordance with the foregoing shall, not later than one hundred 
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and twenty days after such enactment, submit an application for a 
license containing all the information required by the Commission to be 
submitted with such application. 

(b)(1) The provisions of sections 303, 304, 307, 308, 310, 311, 312, 
313, 315, and 316 relating to stations, radio stations, broadcasting sta- 
tions, licenses therefor, licensees thereof, and station operators shall apply 
also to community antenna television systems, licenses therefor, licensees 
thereof and operators thereof. 

(6)(2) The provisions of section 317 relating to matters broadcast 
any radio station, and section 326 relating to radiocommunications sha 
be deemed to apply also to all matter distributed to its subscribers by a 
community antenna television system. 

(b)(3) The provisions of section 319 relating to construction permits 
apply also to the construction and licensing of a community: antenna 
television system: Provided, That the Commission, if it finds that the 
public interest, convenience and necessity would be served thereby, may 
waive the requirement of a permit for such construction. 

(c) The public interest, convenience, and necessity will be deemed to be 
served by .the grant of an application for a license for the provision of 
existing program services by a community antenna television system whic 
was in operation on the date of the enactment of this section subject to such 
conditions as the Commission may impose under subsection (d) hereof. 

(d) (1) Either prior to or within thirty days after the grant of an 
application for a license or a renewal thereof for a community antenna 
television system which was in operation on the date of the enactment of 
this section, the licensee of a television station assigned to a community 
in which such community antenna television system serves subscribers 
may petition the Commission to include in such license such conditions 
on the community antenna television system’s operation as will signifi- 
cantly facilitate the continued operation of a television station which is 
providing the only available locally originated television broadcast program 


service. 

(d) (2) Such petition shall describe, in detail, the proposed operating 
conditions, and shall set forth, with particularity, the material effect of 
the proposed conditions on such continued telemsion station operation. 
The community antenna television system shall be afforded an opportunity 
to respond to such petition within thirty days after public announcement 
of the filing thereof. After the expiration of such thirty-day period, the 
Commission shall determine whether the petition meets the foregoing 
requirements, and, if it does, shall determine whether, with due regard 
to service rendered by the community antenna television system and by 

etitioner’s station, the public interest, convenience and necessity would 
be served by the adoption of the proposed or any other operating condi- 
tions. Public evidentiary hearings shall be held thereon if requested by 
either the petitioner or the community antenna television station within 
thirty days after public announcement of such determination, or if 
ordered by the Commission on its own motion prior to its determination. 

(d)(3) Any community antenna television system license issued under 
subsection (c) above shall be subject to conditions imposed in accordance 
with this subsection but any such license so issued shall not be stayed 
pending the Commission’s final decision on any petition filed hereunder. 

(e) Findings by the Commission as to the effect wpon the public interest, 
convenience, and necessity of the grant of an application or renewal or 
modification thereof for a community antenna television system which 
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was not in operation on the date of the enactment of this section or for 
modification of a license for a community antenna television system 
which was in operation on the date of enactment of this section shall be 
mode with due regard for the desirability of facilitating the continued 
operation of a television station which is providing the only available 
locally originating television broadcast program service. The provisions 
of section 309 shall apply to the issuance of licenses, modifications, and 
renewals thereof under this subsection. 

(f)(1) Upon application by the licensee of a television broadcast 
station (other than a station engaged solely in rebroadcasting) which is 
assigned to a community in which a community antenna television 
system provides television programs to local subscribers, the Commission 
may require that such community antenna service shall regularly redis- 
tribute programs broadcast by such local television broadcast station. 

(f)(2) The Commission may, by rule or order, prescribe such stand- 
ards and conditions as it may find necessary to assure that the reception 
of the programs redistributed by the community antenna television system 
under subsection (1) shall be reasonably comparable in technical quality 
to the reception of programs of other television stations redistributed by 
the community antenna television system. 

(f)(8) The Commission also may, by rule or order, prescribe the 
period of time within which community antenna television systems shall 
complete preparations for and commence the redistribution of programs 
under subsections (1) and (2). 

(g) The Commission shall prescribe appropriate rules and regulations 
in order to avoid the duplication of programs broadcast or scheduled to be 
broadcast by a television station (other than a station engaged solely in 
rebroadcasting) which is assigned to a community in which a community 
antenna telersion system serves subscribers by such community antenna 
television system redistributing the signals of another television station. 
In promulgating such rules and regulations the Commission shall be 
guided by the standard set forth in subsection (e) of this section, requiring 
that due regard be given for the desirabiity of facilitating the continued 
operation of a television station which is providing the only available 
locally originating television broadcast program service. 


O 
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86TH CONGRESS ' SENATE | REPORT 
1st Session No. 924 


HOUSING ACT OF 1959 


SerTEMBER 8 (legislative day, SepremBer 5), 1959.—Ordered to be printed 


Mr. SPARKMAN, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany 8. 2654] 


The Committee on Banking and Currency, having considered the 
same, report favorably a committee bill (S. 2654) to extend and amend 
laws relating to the provision and improvement of housing and the 
renewal of urban communities, and for other purposes, and recom- 
mend that the bill do pass. 


History or S. 2654 


There are many important public policy issues covered by S. 2654. 
The two issues which have figured most prominently in the develop- 
ment of this bill are urban renewal and low-rent public housing. 
These two issues have contributed significantly to the difficulty of 
obtaining Presidential approval of general housing legislation in 1958 
and 1959. Consequently, the history of S. 2654 should begin with 
a brief account of the background of these two programs. 

The Housing Act of 1949 committed the Federal Government to a 
program of grants and loans to help State and local governments 
eliminate slums and renew urban areas. This same act also revital- 
ized the program of Federal grants enabling the operation of local 
public housing projects occupied by low-income families and indivi- 
duals, which program was originated by the Housing Act of 1937. 

The low-rent public housing provisions of the act of 1949 have been 
continuously controversial since enactment, and particularly during 
the 83d, 84th, 85th, and 86th Congresses. On the other hand, the 
penae for slum clearance, or urban renewal, while controversial, 

ave been more widely accepted as necessary and desirable Federal 
activities. The Housing Act of 1954 made substantial changes in the 
urban renewal statute and introduced the concept that additional 
low-rent public housing projects should be available only in communi- 
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ties with a “workable” plan for community conservation and rede- 
velopment. Housing laws passed since 1954 have perfected and con- 
tinued the urban renewal and low-rent housing programs, but have 
not made any fundamental changes in the goals and methods con- 
templated by the acts of 1937, 1949, and 1954. 

During consideration of housing legislation in 1957, many members 
of the committee became alert to the need for projecting Federal 
participation in both those programs into future years on a sustained 
and predictable basis, and with emphasis upon local responsibility and 
autonomy. In the fall of 1957, the Subcommittee on Housing of the 
Committee on Banking and Currency held extensive hearings, in 
many parts of the country, designed to develop information regarding 
these Federal programs. Recommendations growing out of these hear- 
ings, and hearings held in May 1958, together with proposals from 
many bills, including administration bills, were combined in S. 4035, 
the proposed Housing Act of 1958. 

S. 4035 passed the Senate on July 11, 1958, and was subsequently 
amended in several respects by the Committee on Banking and Cur- 
rency of the House of Representatives. Under parliamentary condi- 
tions which required approval by two-thirds of the House, S. 4035 
lacked six votes of the number required for passage; that is, two- 
thirds. As a result, there was no general housing bill in 1958. 

S. 57 was introduced on January 9, 1959, and was identical in all 
major respects with S. 4035 as it passed the Senate on July 11, 1958. 
S. 57 was thoroughly considered in hearings and executive sessions of 
the Committee on Banking and Currency, and in debate on the floor 
of the Senate. After modification in committee and on the floor, S. 
57 passed the Senate on February 5, 1959, by a vote of 60 to 28. 

Subsequently, the bill was considered and amended in the House 
of Representatives and was referred to a conference committee of the 
Senate and the House. The conference committee compromised their 
differences. The conference report was approved by the Senate on 
June 22, 1959, by a vote of 56 to 31, and by the House on June 23, 
1959, by a vote of 241 to 177. 

On July 7, the President returned S. 57 to the Senate without his 
approval, and his veto message has been printed as Senate Document 
34. The President’s message was referred to the committee on July 
15, along with the bill S. 57. From July 23 through July 31, the 
Subcommittee on Housing held hearings on the President’s message, 
which includes S. 57 and incorporates by reference the administration 
bills, S. 65 and S. 612. By request of its sponsor, the hearings also 
included consideration of S. 2378. 

Subsequently, the committee considered S. 57, S. 65, S. 612, and 
S. 2378, and voted to recommend that the Senate pass S. 57, the 
President’s disapproval to the contrary notwithstanding. This rec- 
ommendation was considered in the Senate on August 12, 1959, and 
was defeated by a vote of 55 to 40. On August 13, 1959, the com- 
mittee reconsidered the aforementioned bills and voted to report 4 
new bill, S. 2539. 

This compromise bill was debated, amended, and passed by the 
Senate on August 18, 1959, and was then sent to the House of Repre- 
sentatives. On August 24, 1959, S. 2539 was passed by the House of 
Representatives without amendment. On September 4, 1959, the 
bill was returned to the Senate by the President without his approval. 





HOUSING ACT OF 1959 3 


On the date of receipt, the President’s disapproval of the bill was sus- 
tained by the Senate by a vote of 58 to 36. On September 8, 1959, 
the committee considered the President’s veto message on S. 2539 
and voted to report a new bill, S. 2654. 


DIFFERENCES BETWEEN S. 57 AND S, 2539 


S. 2539 was basically the same as S. 57, which was passed by the 
Congress on June 23, 1959. After reconsideration of S. 57 and con- 
sideration of S. 612, S. 65, S. 2378, and other proposals presented to 
the committee, 30 substantive changes were made in the text of S. 57. 
These changes represented 7 deletions, 15 modifications, and 5 addi- 
tions. 

DELETIONS 


Mazrimum maturity—S. 57 would have authorized the Federal 
Housing Commissioner and the Administrator of Veterans’ Affairs to 
increase to 35 years the maximum maturity of mortgages insured or 
guaranteed. The veto message expressed opposition to this discre- 
tionary authority and these provisions were not contained in S. 2539. 

FNMA par purchase.—S. 57 contained a provision which would 
have required the Federal National Mortgage Association to pay 100 
percent of par for mortgages purchased under its special assistance 
functions. The veto message expressed opposition to this provision, 
and it did not appear in S. 2539. The committee bill contained 
another provision designed to minimize the depressing effect of FNMA 
discounts and fees, which provision is discussed subsequently. 

FNMA short-term loans.—S. 57 would have authorized the Federal 
National Mortgage Association, under its secondary market opera- 
tions, to make short-term (12-month) loans to be secured by FHA- 
insured or VA-guaranteed mortgage loans. The veto message ex- 
pressed opposition to this provision, and it was not contained in 
S. 2539. 

Amendment of public housing contracts.—S. 57 contained a provision 
directing the Public Housing Administration to amend existing con- 
tracts upon the request of ee public housing authority in order to 
bring such contracts into conformity with changes contained in S. 57. 
Since existing law permits the Public Housing Administration to 
extend the provisions of any new laws to outstanding contracts, this 
[ore appeared to be unnecessary. It was not contained in S. 2539. 

he committee understood that existing law permits contracts to be 
amended to incorporate the provisions of this act, without requiring 
the incorporation in such amended contracts of any provisions other 
than those provisions designed to bring such contracts into conformity 
with changes contained in S. 2539. 

Study of housing needs of migratory farm workers.—S. 57 contained 
@ provision directing the Administrator of the Housing and Home 
Finance Agency to study the housing needs of migratory farmworkers. 
Since this is a problem primarily related to Federal activities in the 
field of agriculture, the committee decided to delete this provision 
and it was not contained in S. 2539. 

Planning scholarships and fellowships.—S. 57 contained a provision 
authorizing appropriation of $300,000 for a 3-year period, which funds 
were to be used by the Housing and Home Finance Agency to provide 
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scholarships and fellowships for the graduate training of professional 
city planners and housing technicians and specialists. The Adminis- 
tration opposed this provision, and it was not contained in S. 2539, 
Reacquisition by former owners of FHA-insured projects —S. 57 
contained a provision authorizing the FHA Commissioner, when 
disposing of properties acquired by him in insurance operations under 
title [IX of the National Housing Act and under section 608 of the 
National Housing Act, to give former mortgagor-owners a priority of 
opportunity to reacquire such properties. The Administration 
objected to this provision, and it was not contained in S. 2539. 


MODIFICATIONS 


Extension of pwograms.—S. 57 contained provisions extending the 
FHA property improvement program until September 30, 1960, 
extending the FHA military housing program until September 30, 
1960, and extending the voluntary home mortgage credit program 
until July 31, 1961. The committee reconsidered these matters and 
determined to extend the VHMCP and the military housing program 
until October 1, 1961; and to extend the property improvement 
program until October 1, 1960. (Secs. 101, 701(a), and 807.) 

FHA insurance authorization.—S. 57 contained provisions which 
would have increased the general mortgage insurance authorization of 
the Federal Housing Administration by $5 billion upon enactment, 
and by $5 billion on July 1, 1959. Under these provisions, any portion 
of the first $5 billion increment which was unused on June 30, 1959, 
would not have been added to the revolving fund. Since S. 57 was 
not enacted by July 1, 1959, these provisions were not appropriate. 


S. 2539 would have increased the Federal mene Administration 
i 


general mortgage insurance authorization by $8 billion upon enact- 
ment, providing that any portion of this $8 billion which is unused on 
October 1, 1960, would lapse. (Sec. 107.) 

S. 2539 also contained a provision which would prohibit the Federal 
Housing Commissioner from exceeding the general mortgage insurancs 
authorization by the use of any procedures which would extend the 
contingent liability of the Federal Government beyond the amount 
specified in law. Thus, the legal ceiling on FHA insurance activity 
would be strictly limited as provided in law, and insurance contracts 
and bona fide commitments to insure would be the only acceptable 
procedures for operating under this limitation. (Sec. 107.) 

Mazimum insurable loans for relocation housing.—S. 57 contained 
provisions increasing the maximum insurable loans under section 221 
of the National Housing Act from $9,000 to $10,000, and from $10,000 
to $12,000 in high-cost areas. During hearings on the veto message, 
administration witnesses pointed out that by retaining the basic limit 
of $9,000 and by raising the high-cost area limit from $10,000 to 
$12,000, it would be possible to maintain the low-cost characteristics 
of the relocation housing program and still permit bigher amounts in 
areas where higher amounts are necessary. Consequently, S. 2539 
retained the basic limitation of $9,000 and increased the high-cost area 
ceiling from $10,000 to $12,000. Thus, the maximum amount per- 
mitted could vary between $9,000 and $12,000 depending upon cost 
factors in a particular area. (Sec. 110(b).) 


i. nine om pia, eee 
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Fees and charges under FNMA special assistance functions.—S. 57 
contained a provision limiting fees and charges under its special assist- 
ance programs to a maximum of | percent of the principal amount of 
the mortgage, and providing further that the amount collected at the 
time of commitment could not exceed one-quarter of 1 percent. 
Upon reconsideration of this subject the committee accepted an 
administration proposal which would give the Association discretion 
in fixing fees and charges under its special assistance functions. 
(Sec. 303.) 

FNMA special assistance for cooperative housing mortgages.—S. 57 
contained a provision increasing by $37.5 million the Federal National 
Mortgage Association fund for purchasing, on a special assistance 
basis, mortgages insured under section 213 of the National Housing 
Act. This mereased amount would have provided $25 million for 
consumer cooperatives and $12.5 million for builder-sponsor coopera- 
tives. Because of opposition expressed in the veto message and in 
spite of needs testified to in the hearings, the committee reconsidered 
this provision, and S. 2539 increased this special assistance fund by 
only $25 million, equally divided between consumer cooperatives and 
builder-sponsor cooperatives. (Sec. 304.) 

Early acquisition of property in urban renewal areas.—S. 57 contained 
a provision which would have permitted a local public agency to 
acquire and clear property prior to the signing of a loan and grant 
contract with the Federal Government. This action would have been 
permitted only if sanctioned by local law and in the understanding 
that the land could not be disposed of until the urban renewal plan 
was finally approved. S. 2539 contained a modified version of this 
provision, which modifications were made to clarify local responsibility 
for repaying loans made to finance such early acquisition and to clarify 
language relating to disposition of the property so acquired. (Sec. 
403.) 

Urban renewal capital grant authorization.—S. 57 contained a pro- 
vision increasing the urban renewal capital grant authorization by 
$500 million on July 1, 1959, and by $400 million on July 1, 1960—a 
total of $900 million. The veto message characterized this amount 
as “excessive.”’ Hearings on the veto message revealed that applica- 
tions totaling $320 million were on hand at the end of July and that 
another $230 million in applications were ready for submission. This 
$550 million in applications developed in spite of discouraging cir- 
cumstances since funds were exhausted last fall. 

In view of objections raised in-the veto message and in recognition 
of the current backlog of applications, S. 2539 provided that the urban 
renewal authorization shall be increased by $650 million upon enact- 
ment. Of this $650 million, $100 million would have been used at 
the discretion of the President to satisfy the needs of cities with a 
population of 100,000 or less, if such needs would not be served other- 
wise. The additional amount for allocation to cities with a population 
of 100,000 or less was provided in response to the unwarranted charge 
in the veto message that smaller cities would be harmed by provisions 
of the bill. (See. 405(1).) 

Priority for approval of urban renewal applications.—S. 57 contained 
& provision directing the Urban Renewal Commissioner to process 
applications on a first-come, first-served basis. 5S. 2539 modified this 
provision to give discretion to the Administrator to consider (1) 
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urgency of need and (2) feasibility in approving such applications in 
the sane of their receipt. 

The committee intended that the general rule for approving applica- 
tions will be on a first-come, first-served basis. The committee did 
not intend the language in S. 2539 to be construed to authorize 
“fragmentation” of well-planned projects in an attempt to “ration” 
available authorization. Furthermore, since urban renewal projects 
have been significantly delayed by a shortage of Federal funds be- 
ginning in the fall of 1958, the committee intended that this new 
authorization be made available as rapidly as contracts can be exe- 
cuted—quarterly allotment procedures of the Bureau of the Budget 
notwithstanding. (Sec. 405(3).) 

Public housing projects in urban renewal areas.—S. 57 contained a 
provision to facilitate the construction of federally assisted low-rent 
public housing in urban renewal areas. S. 2539 modified this provision 
to include State or locally assisted low-rent housing projects. (See, 
411.) 

Orediting the cost of local public works.—S. 57 contained a provision 
which would have permitted credit toward satisfying a locality’s share 
of the cost of an urban renewal project, as a noncash grant-in-aid, of 
eligible local public works primer within 5 years prior to execution of 
the loan-and-grant contract for the urban renewal project. Since, 
under existing law, such projects can be credited if started after 
approval of a preliminary plan for the project, which approval can 
occur as much as 3 years prior to the signing of the loan-and-grant 
contract, and because the veto message expressed opposition to the 
provision, the committee decided to credit such projects only if they 
are started within 3 years prior to execution of the contract. It was 
the committee’s intention that local public works be credited under 
this provision only if the projects are clearly a part of, and contributory 
to, the urban renewal project. (Sec. 414(a).) 

Public housing rent ceilings for displaced families.—S. 57 would have 
eliminated application, to displaced families, of a provision of existing 
law which requires a 20-percent gap between the upper rental limits for 
admission to low-rent housing and the lowest rents at which private 
enterprise is providing a substantial supply of decent, safe, and sani- 
tary housing. The purpose of this provision was to give preferential 
treatment to families displaced from their homes by governmental 
action. Under existing law, requiring a 20-percent gap, some of the 
displaced families whose incomes would call for rents within the gap 
would not be eligible for public housing and, at the same time, could 
not afford to pay the rents being charged for decent private housing. 
Upon reconsideration the committee decided that reduction of the 
gap requirement from 20 percent to 5 percent, for displaced families, 
would be preferable to complete elimination of the 20-percent require- 
ment. S. 2539 so provided. (Sec. 503.) 

Public housing authorization.—S. 57 contained a provision specificall 
granting contract authority for approximately 10,000 units to be avail- 
able until July 1, 1961, and 35,000 units to be available until June 30, 
1963. S. 57 also granted the President discretion to authorize addi- 
tional units up to the limit contained in the Housing Act of 1949, 
which discretion could not be exercised until July 1, 1960, and which 
discretion could not be used to contract for more than 35,000 units in 
any one year. 
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Although the veto message objected to this provision of S. 57, 
testimony by administration witnesses developed information that 
applications for approximately 57,000 units are now on hand and 
that attrition will reduce this number by about 19,000 units. Thus, 
applications now on hand represent an effective demand for approxi- 
mately 38,000 units. 

In view of opposition in the veto message, in recognition of applica- 
tions now on hand, and in spite of needs which would not be served, 
S. 2539 rewrote this provision and granted contract authority for only 
37,000 units of public housing to be available upon enactment and 
until used. S. 2539 also provided that any units, under contract from 
prior authorizations, which are recaptured by the Public Housing 
Administration, could be reallocated to satisfy applicants. In this 
event any units so reallocated would be charged against the 37,000-unit 
authorization aforementioned. (Sec. 505.) 

College housing loan authorization.—S. 57 contained a provision in- 
creasing the college housing loan fund by $300 million, which included 
$37.5 million for ‘‘other educational facilities” and $37.5 million for 
student-nurse and intern housing. The veto message objected to this 
provision under a heading which characterized S. 57 as “‘extravagant”’ 
and ‘“‘unnecessary.”” The representatives of the overwhelming major- 
ity of all colleges and universities in the country testified that this 
$300 million authorization “is an absolute minimum.” 

In view of the veto message and in spite of the need for a larger 
authorization, S. 2539 reduced these amounts to $250 million, $25 
million, and $25 million, respectively. (Sec. 601.) 

College classrooms and educational buildings—S. 57 provided for a 
new loan program to assist colleges and universities in constructing or 
rehabilitating classrooms, laboratories, and related facilities, including 
equipment and utilities As originally passed by the Senate, the new 
loan fund would have been $125 million. In an effort to meet Admin- 
istration opposition, the fund was reduced to $62.5 million by the 
conference committee. In view of opposition in the veto message, 
and in spite of testimony that the ‘$62.5 million finally approved by 
the Congress * * * is clearly an absolute minimum,” S. 2539 reduced 
the fund to $50 million. Also in view of opposition in the veto mes- 
sage, S. 2539 provided that this program be financed by appropria- 
tions rather than by borrowing from the Treasury. (Sec. 602.) 

Sale of housing project—S. 57 contained general language author- 
ing the Commissioner of the Public Housing Administration to 
modify the terms of any contract under which he has sold a housing 
project to a cooperative. S. 2539 modified this provision to restrict 
its application to the contract by which the Southmore Mutual 
Housing Corp. purchased a housing project from the Public Housing 
Administration. (Sec. 809.) 


ADDITIONS 


Cooperative housing loan ratio.—S. 2539 would have amended exist- 
ing law to provide that a mortgage for an investor-sponsored type of 
cooperative housing project, under section 213 of the National Housing 
Act, may be insured by FHA up to a maximum of 90 percent of 
replacement cost. Existing law permits a maximum mortgage of 85 
percent of replacement cost for such mortgages. 
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This amendment would have made the terms of such mortgages com- 
parable to the changes made in the bill for mortgages insured under 
sections 207 and 220 of the National Housing Act. The committee 
believed that FHA-insured mortgages secured by projects built by 
investors for ultimate sale to a consumer cooperative should have the 
same terms as those built by investors intending to hold the property 
for rental purposes, as is the case under sections 207 and 220. (See. 
105(b).) 

Extension of FNMA commitments.—S. 2539 would have required the 
Federal National Mortgage Association to renew or reissue all com- 
mitment contracts entered into by the Association prior to August 27, 
1958, under its special assistance functions, for a period adequate to 
enable the mortgage seller to overcome delay Saas by events beyond 
his control, and provided that the seller would otherwise experience 
hardship. S. 2539 also made it mandatory upon the Association to 
renew such commitments on terms which are not less favorable to the 
mortgage seller than were the terms of the original commitment. 

Many commitments issued prior to August 27, 1958, are now expir- 
ing. For various reasons, many sellers have not been able to deliver 
to the Association the mortgages contemplated by the commitment 
contracts. If these commitments are not reissued or extended, the 
mortgage seller may be forced into a depressed market and ma 
suffer substantial losses. This is serhionlarts true in cases of FNM 
special assistance program No. 3 (FHA sec. 221 relocation housing), 
oa program No. 10 (low- and medium-priced FHA and VA housing). 

ec. 303.) 

Public disclosure by urban renewal redevelopers.—S. 2539 contained 
& provision to require that before any commitment could be made for 
disposition of land to an urban renewal redeveloper, he must make 
available for general public use the following information: (1) names 
of officers a principals in the enterprise, (2) estimate of the cost of 
residential redevelopment and rehabilitation, and (3) estimate of 
rentals and sales prices of proposed housing. Every prospective re- 
developer would have been required to disclose the above information 
before he could receive any commitment or contract from the local 
agency to purchase or lease urban renewal land. The local public 
agency would have been required to make this information public. 
(Sec. 407.) 

Long-term obligations of local public agencies.—S. 2539 would have 
amended existing law to permit national banks and State member 
banks of the Federal Reserve System to purchase or underwrite 
long-term obligations of local public agencies receiving Federal grants 
to assist urban renewal projects. Under existing law, such banks are 
permitted to invest in or to underwrite short-term (18 months or less) 
obligations of local public agencies. They may also invest in long- 
term obligations of these local agencies, but only up to 10 percent of 
their capital and surplus, and they may not underwrite these long- 
term obligations. The purpose of this provision was to enable such 
banks to make and to underwrite long-term loans to these local public 
agencies, when these loans are fully secured as to interest and prin- 
cipal by agreements under title I of the Housing Act of 1949. These 
loans can be used to finance the acquisition of property and its re- 
development for leasing purposes rather than for resale. This should 
encourage more private financing in urban renewal undertakings. 
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This amendment would have placed these obligations, as far as 
National and State member banks are concerned, on the same basis as 
obligations issued by other agencies of Federal and local governments. 
Sec. 420.) 

‘ Veterans preference in public housing.—S. 2539 would have extended 
the expiration date for veterans preference for admission to low-rent 

ublic housing projects from March 1, 1959, to October 1, 1961. 

his provision would have required the local public housing authority 
to give veterans priority in admission to low-rent housing projects 
over other eligible applications. (Sec. 506.) 

Condemnation of Wherry Act projects —S. 2539 provided that in 
condemnation proceedings on Wherry projects, in those cases where 
the sponsor or owner had not. certified the cost of the project to FHA 
by August 10, 1959, and the Secretary of Defense or his designee 
accordingly has the duty of determining the amount to be deposited 
with the courts for the estimated compensation to be paid, such 
determination be made “with a view to accurately estimating the 
equity of the sponsor or owner.” 


DIFFERENCES BEetweeEN S. 2539 anp S. 2654 


S. 2654 is identical to S. 2539 which was passed by the Senate on 
August 18, 1959, and by the House of Representatives on August 24, 
1959, with three exceptions. After consideration of the President’s 
disapproval of S. 2539, three changes have been made. These changes 
represent two modifications and one deletion. 


DELETION 


College classroom program.—Both S. 57 and S. 2539 contained a pro- 
vision authorizing loans to educational institutions for the construc- 
tion of new, or rehabilitation of existing classrooms, laboratories, and 
related facilities including equipment and utilities. S. 2539 would 
have authorized an appropriation of $50 million for this new program. 
Although there is no doubt concerning the need for this program, the 
veto message opposed it and it is not contained in S. 2654. 


MODIFICATIONS 


FHA insurance authorization.—S. 2539 would have increased the 
Federal Housing Administration general mortgage insurance authori- 
zation by $8 billion upon enactment, providing that anv portion of 
this $8 billion which is unused on October 1, 1960, would iapse. The 
veto message recommended that FHA be given unlimited insurance 
authorization. The committee is unwilling to remove completely the 
ceiling upon FHA insurance activity: but 8S. 2654 removes the expira- 
tion date upon the availability of the $8 billion and represents a 
change in the direction indicated by the President. This means that 
upon enactment of S. 2654 the general insurance authority of FHA 
would be increased by $8 billion to be available until used. (Sec. 107.) 

Urban renewal capital grant authorization.—The message disapprov- 
ing S. 2539 indicates that the President viewed the urban renewal grant 
authorization of $650 million contained in that bill as contemplating a 
l-year program. In order to accommodate the President on this issue, 
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S. 2654 would increase the grant authorization by $350 million upon 
enactment, and by $300 million on July 1, 1960. S. 2539 also con- 
tained a provision giving the President discretion to use up to $100 
million to make certain that the needs of smaller cities were satisfied. 
The committee believes that cities of all sizes can be accommodated 
without this provision, and it is not contained in S. 2654. (Sec. 405.) 


AVOIDANCE OF FORECLOSURE 


The provisions in section 114 are designed to provide the FHA Com. 
missioner with the necessary legal authority to avoid foreclosure 
action against deserving homeowners in hardship cases. This avoid- 
ance would be accomplished in two ways. If the Commissioner finds 
that » default was due to circumstances beyond the control of the 
morwagor, he may agree with the mortgagee to extend the term for 
curing the default an ee that the unpaid interest may be included | 
in any debentures issued to the mortgagee in case of subsequent fore- 
closure. This provision would reduce the likelihood of foreclosure. 
In addition, the proposed amendment, as a last resort to avoid fore- 
closure, would authorize the Commissioner to acquire the mortgage 
in exchange for indebentures. These provisions were included in both 
Senate and House versions of S. 57 and no changes were made in 
conference. They were also included in S. 2539. 

By retaining these provisions in S. 2654, it is the intent of the com- 
mittee that they are discretionary with the FHA Commissioner and 
are to be used only in hardship cases involving deserving mortgagors, 
The discretion is not intended to be used merely to assist a mortgagee 
in disposing of a difficult case. 


RR REN a ae arene 











SECTION-BY-SECTION SUMMARY OF S. 2654 as REPORTED 


Short title 


The first section of the bill provides that the act may be cited by its 
short title—‘‘ Housing Act of 1959.” 
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TITLE I-—FHA INSURANCE PROGRAMS 


Property improvement loans 
Section 101.—Amends section 2{a) of the National Housing Act to 


extend for 1 year (until October 1, 1960) FHA’s home improvement 
and modernization insurance program. 


Section 203 sales housing mortgage insurance 


Section 102.—(a) (1) Amends section 203(b) of the National Housing 
Act to increase the maximum amount of an insured mortgage covering 
a 1-family residence from $20,000 to $22,500, and to $25,000 in case 
of a 2-family residence. 

(2) Amends section 203(b) to provide a new downpayment schedule 
for FHA section 203 sales housing as follows: 


Downpayment 
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(3) Amends section 203(b) to permit FHA to accept VA construc- 
tion inspections (as basis for application of full loan-to-value ratio) in 
connection with its mortgage insurance program on sales housing. 

(b) Amends section 203(b) to make a nonoccupant mortgagor 
(builder or realtor) eligible for mortgage insurance in the same amount 
as that available to an owner-occupant under that section, in order to 
facilitate trade-in financing and avoid duplicate closing costs, if he 
places 15 percent of the mortgage amount in escrow to be applied to 
reduce the mortgage should no purchaser be found within 18 months. 
Under existing law, the mortgage of a nonoccupant is limited to 85 
percent of the mortgage which an owner-occupant could obtain. 
Low-cost housing in outlying areas 

Section 103.—Amends section 203(i) of the National Housing Act 
(relating to low-cost housing in outlying areas) to increase the maxi- 
mum mortgage which may be insured under that section from $8,000 
to $9,000, and to make eligible mortgages on existing housing as well 
as mortgages on new construction, with a reduced loan-to-value ratio 
(90 percent instead of 97 percent) for existing housing less than 1 
year old which was not subject to FHA or VA inspection during 
construction. Removes $100 million insurance authorization limita- 
tion for ‘farm’? homes insured under section 203(i). 


Section 207 rental housing insurance 


Section 104.—(a) Amends section 207 of the National Housing Act 
(the regular rental housing program) to increase from $12.5 million to 
$20 million the maximum amount of a mortgage which may be insured 
under that section. ‘ 

(b) Increases dollar limits (per room and per unit) on FHA sec. 207 
program as follows: 











Present law | New 
Per unit if Per unit if 
Per room under 4 Per room under 4 
rooms rooms 
Garden type. -_...--.----- . | $2, 250 $8, 100 $2, 500 $9, 000 
NNT CR a snc ced sen xe de L 2, 7 8, 400 3, 000 9, 400 
Increase for high-cost areas--.-.-.-..- ; | 1, 000 es 1, 250 ais 





Also amends section 207 to increase the mortgage limits for trailer 
courts or parks from $1,000 to $1,500 per space, and from $300,000 to 
$500,000 per mortgage. 

(c) Amends section 207 to increase the maximum interest rate for 
mortgages insured under that section from 4% percent to 5% percent. 

(d) Adds a new subsection (r) to section 207 authorizing the Com- 
missioner to require mortgagors on housing hereafter insured under 
that section or any other provision of the National Housing Act to 
agree to pay a service charge (in lieu of insurance premiums) if the 
mortgages are later assigned to FHA. 

(e) Amends section 207 to delete all provisions relating to housin 
for elderly persons, since the bill (in title II) establishes a new FH 
program of mortgage insurance for elderly persons’ housing. 
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Cooperative housing insurance 

Section 105.—(a) Amends section 213 to increase from $12.5 million 
to $20 million the maximum amount of a mortgage on cooperative 
housing which may be insured under that section. 


(b) Amends section 213 to increase mortgage limits per room and 
per unit as follows: 





Present law New 
Per room Per unit Per room | Per unit 

Garden type: | 

INI S si scininec ieteuniable aude Ae $2, 250 $8, 100 $2, 500 $9, 000 

ee ea aunty tetas 2, 375 8, 550 2, 500 9, 000 
Elevator type: 

NR St ccsccn cake cndwieiiaihayiieca ea 2, 700 8, 400 3, 000 9, 400 

WENGE. .-L.enccccne cet bivhviin gun keeneaeeate ss 2, 850 8, 900 3, 000 9, 400 
Highb-cost-area increase_-_..............-.-- Dit eZee So ae ee S008 bun eseccaien 


Also amends section 213 to increase the maximum loan ratio from 
85 to 90 percent of replacement cost for investor-sponsored cooperatives 
and from 90 (95 percent if 50 percent of cooperators are veterans) to 
97 percent of replacement cost for other cooperatives. 

(c) Amends section 213 to permit community facilities to be included 
in sales-type housing mortgages and to permit both community and 
commercial facilities (permitted by existing law only for management- 
type cooperatives) to be included in mortgages for investor-sponsored 
type cooperatives. 

(d) Amends section 213 to increase the maximum interest rate for 
cooperative housing mortgages from 4% to 5% percent, and the maxi- 
mum interest rate for mortgages on individual dwellings replacing an 
original sales-type cooperative project mortgage from 5 to 5% percent. 

(e) Amends section 213 to extend the cooperative housing program 
to existing structures acquired by management-type cooperatives. 
Mortgage ceilings for Alaska, Guam, and Hawaii 

Section 106.—Amends section 214 of the National Housing Act to 
provide that the 50 percent higher mortgage amount which the FHA 
Commissioner, at his discretion, may allow in Alaska, Guam, and 
Hawaii, may be applied to high-cost-area mortgage amounts in the 
programs where such high-cost-area provisions pertain. 

General mortgage insurance authorization 


Section 107.— Amends section 217 of the National Housing Act to 
increase FHA’s general mortgage insurance authorization by $8 bil- 
lion upon enactment. Also amends section 217 to prohibit obligation 
of the insurance fund by any means other than contracts of insurance 
or bona fide commitments to insure. 


Repeal of obsolete provision 


Section 108.— Repeals section 218 of the National Housing Act, an 
obsolete provision, which permitted the transfer of application fees 
from the FHA section 608 program to the section 207 regular rental 
housing program. 

Housing in urban renewal areas 


Section 109.—(a) (1) Amends section 220 of the National Housing 
Act (urban renewal housing) to increase the maximum mortgage 
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amount which may be insured by FHA on sales housing, as follows: 


llion From $20,000 to $22,500 on one-family homes, from $20,000 to $25,000 
itive on two-family homes, and from $27,500 to $30,000 on three-family 
homes. 
and (2) Amends section 220 to provide a new downpayment schedule 
on FHA section 220 sales housing as follows: 
Downpayment 
— Valuation (percent) 
We Po Wind shuidnnccaagswdwenedesnaudnesietuernatseaee 3 
me I SE aT en aed aT? 10 
OWGF GRE AIMS oso a han ss atanausies.istiscisen. Go. oct ableton 30 


(3) Amends the section 220 sales housing provisions to permit a 
nonoccupant mortgagor to obtain a mortgage in the same amount 





On as that available to an owner-occupant by placing 15 percent of the 
9, 400 mortgage amount in escrow to be applied to the reduction of the 
9,400 | mortgage if no purchaser is found within 18 months, the same as was 

oat | done in the section 203(b) sales housing program by section 102(b) 

: of the bill. 

rom (b) Amends the rental housing provisions of section 220 to increase 

fives | from $12.5 million to $20 million the maximum amount of a mortgage 

3) to | which may be insured thereunder. 

(c) Amends section 220 to increase mortgage limits (per room and 

a per unit) in multifamily projects as follows: 

an 
ent- | Existing law New 
ored 
Perroom | Per unit | Per room | Per unit 

> for a 
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(d) Amends section 220 to permit exterior land improvements (as 
defined by FHA Commissioner) to be included in the mortgage with- 
out being computed as a part of the per room or per unit cost limitation. 

*t to (e) Amends section 220 to permit the inclusion of such nondwelling 

‘HA facilities as the FHA Commissioner deems adequate to serve the needs 

and of the occupants of the project and of other housing in the neighbor- 
the hood. 
Relocation housing 
Section 110.—(a) Amends section 221 of the National Housing Act 
ot to (relocation housing) to extend the benefits of the program to any 
_ bil- family displaced within the environs of a community that has a work- 
ition able program; also authorizes the construction of relocation housing 
ance in the environs of such community provided the civil jurisdiction in 
the environs requests such mortgage insurance. 
(b) Amends section 221(d) to increase the maximum mortgage 
amount for a single-family residence from $10,000 to $12,000 in high- 
fhe: ost areas. Makes eligible f ‘tgage insurance 2-, 3-, and 4-family 
ee cost areas. Makes eligible for mortgage insurance 2-, 3-, and 4-famil) 
tal dwellings which meet FHA minimum property standards and appro- 
an priate State and local housing ordinances or regulations. 
(c)(1) Amends section 221(d) to increase the dollar amount limita- 
tions per family unit in multifamily projects from $10,000 to $12,000 
ising in high-cost areas. 
gage 
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(2) Amends the existing rental housing program for nonprofit or- 
ganizations in section 221(d) to provide that the maximum loan ratio 
(which is 100 percent under existing law and would not be changed 
by the bill) shall be based on replacement cost in the case of new con- 
struction and on value in the case of rehabilitation projects, instead of 
on value in both cases as provided by existing law. 

(3) Amends section 221(d) to establish a new rental housing pro- 
gram for profit organizations similar to the section 220 rental housing 
program. The maximum loan ratio for mortgages under the new 
program would be 90 percent of replacement cost in the case of new 
construction and 90 percent of value in the case of rehabilitation 
projects; and the Federal Housing Commissioner would be authorized 
to require the mortgagor to be regulated or restricted as to rents or 
sales charges, capital structure, rate of return, and methods of opera- 
tion. The maximum mortgage amount and dollar amount limitation 
per family unit would be the same as for nonprofit organizations. 

(d) Permits inclusion of commercial and community facilities as 
necessary to serve occupants. 

(e) Conforming amendment. 

(f) Amends section 212(a) of the National Housing Act to make the 
labor standards provisions of that section applicable to rental housing 
projects constructed by profit organizations with mortgage insurance 
under section 221. 


Servicemen’s housing mortgage insurance 


Section 111.—Amends section 222(b) of the National Housing Act 
(mortgage insurance for servicemen) to (1) permit the benefits of sec- 
tion 222 in the insurance of mortgages meeting the requirements of 
section 203(i), and (2) increase the maximum insurable mortgage 
from $17,100 to $20,000, and in the case of the insurance of mortgages 
meeting the requirements of section 203(i) establish a maximum of 
$9,000. 


Cost certification 


Section 112.—Amends section 227 of the National Housing Act to 
revise the cost-certification requirements affecting FHA section 221, 
and new sections 231 and 810, in accordance with amendments made 
by other sections of this bill. 


‘oluntary termination of insurance 


Section 113.—Amends title II of the National Housing Act by add- 
ing a new section 229 to authorize the FHA Commissioner to terminate 
any mortgage insurance contract covering a one- to four-family home 
upon request of the mortgagor and mortgagee (and upon payment of 
an appropriate termination charge) without the technical necessity of 
paying off the mortgage. 


Avoidance of foreclosure 


Section 114.—(a) Amends title II of the National Housing Act by 
adding a new section 230 to authorize the FHA Commissioner to ac- 
quire any mortgage covering a one- to four-family dwelling which is 
insured under that act and is in default, for the purpose of avoiding 
foreclosure. 

(b) Amends section 204(a) of the National Housing Act to au- 
thorize the Commissioner, where a default is due to circumstances 
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beyond the mortgagor’s control and will probably be corrected within 
a reasonable period, to extend the time for curing the default and to 
agree that if the mortgage is subsequently foreclosed any interest 
thereafter accruing will be paid (in the debentures) to the mortgagee. 


Mortgage insurance for nursing homes 


Section 115.—This section adds to title II of the National Housing 
Act a new section 232 establishing a program of FHA mortgage in- 
surance for nursing homes. 

(a) Declares that it is the purpose of the new section to assist in 
the provision of urgently needed nuising homes. 

(b) Contains definitions of terms used in the section. The term 
“nursing home’’ would mean a proprietary facility (i.e., a facility 
privately owned and operated for profit) which is licensed or regulated 
by the State (or a political subdivision thereof where there is no State 
licensing law) for the accommodation of convalescents and other per- 
sons who are not acutely ill and not in need of hospital care but who 
require skilled nursing care and related medical services; such care or 
services would be prescribed by, or performed under the general direc- 
tion of, persons licensed by State law to provide it. 

(c) Authorizes the Federal Housing Commissioner to insure mort- 

ages on new or rehabilitated nursing homes and to make commitments 
Se such insurance prior to the execution of such mortgages or dis- 
bursement thereon. 

(d) Sets forth the conditions on which the Commissioner may 
insure mortgages covering nursing homes under the new program. 
Any such mortgage would have to be executed by a mortgagor ap- 
proved by the Commissioner; and the Commissioner could require 
the mortgagor to be regulated or restricted as to charges and methods 
of operation and, if the mortgagor is a corporation, as to capital 
structure and rate of return. Any such mortgage would be limited 
in amount to $12.5 million, and to 75 percent of the estimated value 
of the property. The maximum interest rate would be 6 percent of 
the outstanding principal balance (exclusive of premium charges 
for insurance), and the maturity would be determined by the 
Commissioner. 

Also provides that no mortgage may be insured under the new 
program unless the Commissioner has received a certification of the 
need for the nursing home from the State agency which has been 
designated under tithe VI of the Public Health Service Act to survey 
the need in the State for the construction of hospitals and for the 
furnishing of hospital, clinic, and similar services, and certification 
that there are reasonable standards of licensure and methods of oper- 
ation of such homes. 

(e) Authorizes the Commissioner to permit the release of a part or 
parts of the mortgaged property from the lien of any mortgage insured 
under the program. 

(f) Makes the provisions of section 207 of the National Housing 
Act, which relate to premiums and payment of insurance, applicable 
to mortgages covering nursing homes under the new section 232. 

Section 201(b) of the bill makes the prevailing wage requirements of 
the Davis-Bacon Act applicable to the construction of nursing homes 
financed with insurance under the new section 232, except where 
services of laborers and mechanics are donated. 
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Technical amendments 


Section 116.—Makes various amendments in the National Housing 
Act to add necessary cross references between section 204 of that act 
(relating to payment of insurance) and the other six insurance pro- 
grams (the title I property improvement program, the sec. 213 co- 
operative housing program, the sec. 220 sales housing program, the 
sec. 221 relocation housing program, the sec. 222 servicemen’s housing 
program, and the sec. 809 program for civilian housing at defense 
installations) to which the section 204 procedures apply. 


Inclusion of conveyance costs in debentures 

Section 117.—Amends section 204(k) of the National Housing Act 
to permit the Federal Housing Commissioner to include certain costs 
of conveying property to FHA in the debentures issued to mortgagees 
under any of the title II sales housing programs and under the title 
VI and title [X programs. 


Investment insurance 

Section 118.—Removes mortgage insurance authority ceiling under 
title VII of the National Housing Act. 
Legal notifications sent by mail 

Section 119.—Amends section 512 of the National Housing Act to 
provide that certain legal notifications sent by the FHA Commissioner 
shall be considered legal notice if properly mailed to the last known 
address. 

TITLE II—HOUSING FOR THE ELDERLY 


Under this title are two programs: (1) an FHA insurance program 
and (2) a direct loan program to assist in providing rental housing for 
elderly families and individuals. 


FHA insurance program 


Section 201.—Adds a new section 231 to the National Housing Act 
to provide a new mortgage insurance program for the elderly. The 
program would be for both nonprofit and profit-making sponsors and 
for new and rehabilitated structures. Maximum insurable mortgage 
would be $12.5 million, or $50 million for sponsors which are public or 
quasi-public instrumentalities. 

Dollar limits would be as follows: 

Per unit 
Garden type 
Elevator t pe 
High-cost-area increase of $1,250 per room. 

Loan ratios would be: 

(a) New construction, 100 percent of replacement cost for nonprofit 
mortgagors and 90 percent of replacement cost for profit-making 
mortgagors. 

(b) Existing construction, 100 percent of value for nonprofit 
mortgagors and 90 percent of value for profit-making mortgagors. 

Interest rate on new program would not exceed 5% percent. Ma- 
turity to be prescribed by FHA Commissioner. Not less than 50 
percent of dwelling units for elderly (defined as any person, married 
or single, who is 62 years of age or more). 

Applies Davis-Bacon Act except where laborers and mechanics 
donate their services to nonprofit corporation. 
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Loan program 


Section 202.—Under this section, the Housing and Home Finance 
Administrator would be authorized to make loans to private nonprofit 
corporations to construct, rehabilitate, or convert structures providing 
rental housing and related facilities for elderly families and elderly 
persons (including land acquisition and site improvement). 

(a)(1) States that it is the purpose of the section to assist private 
nonprofit corporations to provide housing and related facilities for 
elderly families and elderly persons. 

(2) Authorizes the Administrator to make loans to carry out such 
purpose, but provides that no such loan may be made unless the 
corporation shows that it cannot secure the necessary funds from 
other sources upon terms and conditions equally as favorable as those 
applicable to loans from the Administrator. 

(3) Limits any such loan to 98 percent of the total development 
cost of the construction as determined by the Administrator, with a 
maximum maturity of 50 years. Such a loan would bear interest at a 
rate not more than the higher of (a) 2% percent or (6) the total of 
¥% percent added to the average annual interest rate on all interest- 
bearing obligations of the United States. 

(4) Authorizes the appropriation of $50 million as a revolving fund 
from which the Administrator would make loans under this section, 
limiting to $5 million the amount which may be outstanding from the 
revolving fund at any one time for related facilities (defined as 
indicated below). 

(b) Confers upon the Administrator the same functions, powers, and 
duties as are vested in him for purposes of the college housing program 
under the Housing Act of 1950. Under the authority granted to the 
Administrator under this section, he would have power to make 
necessary rules and regulations, sue and be sued, deal in various 
ways with any property acquired or held by him, obtain insurance 
against loss, modify the terms and conditions of loan contracts (which 
may contain such covenants, conditions, and provisions as he deems 
necessary), and contract without advertising in certain cases, and his 
operations under the program would be generally subject to the 
Government Corporation Control Act. 

(c) (1) and (2) Prohibit the use of housing constructed under the 
new program for transient or hotel purposes while the loans made 
under this section for such construction are still outstanding. The 
Administrator would define the term “transient or hotel purposes”’, 
but rental for any period less than 30 days would, in any event, con- 
stitute use for such purposes. 

(3) Requires that all persons employed in the construction of hous- 
ing under the new program be paid at not less than the prevailing 
wage rate in the locality, as determined in accordance with the Davis- 
Bacon Act, except in the case of persons who voluntarily donate their 
services without full compensation in order to lower construction costs. 

(d) Defines terms used in the section. The term “elderly families” 
would mean families the head of which (or his spouse) is 62 years of 
age or over, and the term “elderly persons’? would mean persons who 
are 62 years of age or over. The term “corporation” would be limited 
to private, nonprofit corporations which are approved by the Adminis- 
trator as to financial responsibility. The term “related facilities” 
would include cafeterias or dining halls, community rooms or build- 
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ings, infirmaries and health facilities, and other essential service 
facilities. 


TITLE III—FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Increase in mortgage ceilings 


Section 301.—Amends section 302(b) of the National Housing Act 
to increase the maximum mortgage which FNMA may purchase from 
$15,000 to $20,000 in the case of mortgages purchased under the 
secondary market operation and from $15,000 to $17,500 in the case 
of mortgages purchased under the special assistance function. Under 
the bill these limits would not be applicable to mortgages insured 
under section 220. Under the bill (as under existing law) these limits 
do not apply to mortgages insvred under section 803 of the National 
Housing Act or to mortgages covering housing located in Alaska, 
Guam, or Hawaii. 


Financing of existing construction 


Section 302.—Amends section 304(a) of the National Housing Act 
to permit FNMA to make advance commitments to purchase mort- 
ages in its secondary market operations on existing construction. 
his is now permitted only for new housing. 


Fees and charges under special assistance function; renewal of commit- 
ments 

Section 303.—(a) Amends section 305(b) of the National Housing 
Act to repeal certain statutory limitations presently applicable to the 
fees and charges imposed in connection with the purchase of mortgages 
under FN MA’s special assistance function, and to give FNMA discre- 
tion to determine such fees and charges as well as the purchase price 
of such mortgages. 

(b) Requires that FNMA renew any special assistance commitments 
issued prior to August 27, 1958, if hardship would otherwise occur and 
if failure to deliver the mortgage prior to extension was beyond control 
of the mortgage seller. Terms of renewed commitment cannot be less 
favorable than the terms of the original commitment. 


Comparative housing mortgages 

Section 304.—Amends section 305(e) of the National Housing Act 
to increase the special support fund for section 213 cooperative housing 
mortgages by a total of $25 million. Of this increase, $12.5 million 
would be earmarked for mortgages on consumer cooperatives and the 
other $12.5 million for mortgages on builder-sponsor cooperatives. 
Investments by FNMA 

Section 305.—Amends section 304(b), 306(b), and 310 of the Na- 
tional Housing Act to authorize FNMA to invest its excess funds in 
obligations which are lawful investments for fiduciary, trust, or public 


funds, as well as in obligations issued or guaranteed by the United 
States. 


FNMA purchase of mortgages held by HHFA 


Section 306.—Amends section 306 of the National Housing Act to 
authorize FN MA to purchase (pursuant to commitments or otherwise), 
service, and sell any mortgages offered to it by the Housing and Home 
Finance Agency or a constituent unit or agency thereof. 
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TITLE IV—URBAN RENEWAL 
Statewide planning 


Section 401.—Amends section 101(b) of the Housing Act of 1949 to 
direct the Housing and Home Finance Administrator to give particu- 
lar encouragement to the utilization of local public agencies which are 
established by States to operate on a statewide basis in behalf of 
smaller communities undertaking or proposing to undertake urban 
renewal programs, subject to local governmental approval, whenever 
the utilization of such agencies would promote the slum clearance and 
urban renewal program. 


Clarifying amendments 


Section 402.—Amends section 102 of the Housing Act of 1949 to 
make it clear that loan contracts under that section may cover the 


total cost (including interest payments) of financing definitive loans 
to local public agencies. 


Early land acquisition and clearance 


Section 4038.—Amends section 102(a) of the Housing Act of 1949 
to authorize the HHFA Administrator to permit land acquisition and 
slum clearance prior to the signing of a loan and grant contract, pro- 
vided (1) local law permits oak early acquisition and clearance, 
(2) land acquired under this procedure shall not be disposed of until 
the urban renewal plan is approved by the local community, or the 
community has consented to the disposal, and (3) the loan made 
to finance acquisition and clearance is secured in a manner satisfactory 
to the Administrator. 


Urban renewal loan duthorization 


Section 404.—Amends section 102(e) of the Housing Act of 1949 to 
provide for a more realistic method of determining the extent of use of 
borrowing authority, thereby providing sufficient authority for the 
administrator to enter into the loan contracts that are anticipated in 
the foreseeable future, without the necessity of increasing the statu- 
tory limitation on borrowing authority. 


Grant authorization 


Section 405.—Amends section 103 of the Housing Act of 1949— 

(1) to provide in additional grant authorization of $350 million 
upon enactment and an additional $300 million on July 1, 1960. 

(2) to authorize the use of urban renewal grant funds to repa 
Treasury loans made to finance urban planning advances which 
are now uncollectible because of cancellation of the project; 

(3) to provide that where urban renewal assistance may 
be granted to a locality or local public agency within the applicable 
dollar amount and percentage limitations prescribed by title I of 
the 1949 act, the amount of such assistance shall not otherwise 
be restricted, except on the basis of (1) urgency of need and 
(2) feasibility, as determined by the Administrator; and 

(4) to authorize the Administrator to make grants for plans 
for community renewal programs. Such a grant could not ex- 
ceed two-thirds of the cost of the planning. 
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Public improvements by Federal agencies 

Section 406.—Amends section 105(b) of the Housing Act of 1949 to 
facilitate public improvements involving the Federal Government and 
the District of Columbia in connection with urban renewal projects. 


Public disclosure by redevelopers 


Section 407.—Amends section 105 of the Housing Act of 1949 to 
provide that before any commitments can be made for disposition 
of land to an urban-renewal developer, he shall disclose and the local 
public agency shall make public a prospectus setting forth the names 
of the redeveloper’s officers and principal members, investors, share- 
holders, and other interested parties, the estimated cost of the re- 
development, and the estimated rentals or sales prices of the proposed 
housing. 


State loan ceiling 


Section 408.—Amends section 106(e) of the Housing Act of 1949 to 
eliminate the provision in existing law that not more than 12% percent 
of the total loan authorization may be obligated in any one State; but 
does not alter the 12% percent State limitation on grant authorization. 


Relocation payments 


Section 409.—Amends section 106(f) of the Housing Act of 1949 to 
authorize relocation payments when the displacement is a result of 
any governmental activity in an urban renewal area, or of programs 
of voluntary repair and rehabilitation; increases from $100 to $200 
the maximum amount of relocation payments to individuals and fam- 
ilies; and increases from $2,500 to $3,000 the maximum amount of 
relocation payments to business establishments. 


Hotels and other transient housing 


Section 410.—Amends section 106 of the Housing Act of 1949 to 
prohibit hotels and other transient housing from being constructed in 
an urban renewal area unless the community obtains a competent 
independent analysis of local supply of such housing and determines 
that there is a need for such housing. 


Low-rent housing in urban renewal areas 


Section 411.—Amends section 107 of the Housing Act of 1949 to 
facilitate the development of federally, State, or locally assisted low- 
rent housing in urban renewal areas by providing that where land to 
be acquired as part of an urban renewal project is to be used in whole 
or in part for low-rent public housing, it shall be made available to the 
public housing agency at a price equal to the fair value to a private re- 
developer of rental housing in the community with similar physical 
characteristics and the amount of such price shall be included as part 
of the development cost of the low-rent housing project. The local 
contribution in the form of tax exemption or tax remission required 
under the public housing law with respect to any such project shall be 
accepted as a local grant-in-aid under the urban renewal program. 


Planning requirements 
Section 412.—Amends section 110(b) of the Housing Act of 1949 to 
authorize the HHFA Administrator to expedite urban renewal projects 


by permitting him to omit or to simplify present detailed requirements 
for the urban renewal plan. 
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Nonresidential development 


Section 413.—Amends section 110(c) of the Housing Act of 1949 to 
permit up to 20 percent of the future capital grant authorization to 
be used for areas which are not predominantly residential, and which 
are not to be redeveloped for predominantly residential uses, even if 
such areas do not include a substantial number of slum dwellings as 
presently required. 


Noncash grants-in-aid 


Section 414.—(a) Amends section 110(d) of the Housing Act of 1949 
to provide that improvements and facilities that are otherwise eligible 
may be credited as local grants-in-aid to urban renewal projects pro- 
vided their commencement does not precede the signing of the looks 
and grant contract for the project by more than 3 years. 

(b) Waives the requirement in section 110(d) of the Housing Act 
of 1949 for communities whose projects could not obtain Federal 
recognition during the period from July 1, 1957, through December 31, 
1957, because of limitations on the HHFA Administrator to make 
capital grants or to reserve funds. Under existing law, such Federal 
recognition is required to enable the local community to include local 
activities and facilities as noncash grants-in-sid. 


Credit for interest payments 


Section 415.—Amends section 110(e) of the Housing Act of 1949 to 
authorize the HHFA to include interest on advances by a city (local 
public funds) as an item of gross project cost for an urban renewal 
project. 

Uniform date 

Section 416.—Amends section 110(g) of the Housing Act of 1949 
to make uniform the date for determining the application of the ‘“‘going 
Federal rate” of interest under urban renewal contracts. 


Technical 
Section 417.—Makes conforming amendments. 
Urban renewal areas involving colleges 


Section 418.—Adds a new section 112 to the Housing Act of 1949 to— 

(1) remove “predominantly residential” requirement in areas 
involving an educational institution; 

(2) permit credit toward the locality’s one-third share of ex- 
penditures made by the educational institution in purchasing 
property and in clearing the property; 

(3) permit the expenditure to be counted toward a community’s 
local share provided the expenditure is made no more than 5 years 
prior to the signing of the loan and grant contract for the urban 
renewal project. 

Urban planning 


Section 419.—(1) Rewrites existing law (sec. 701 of the Housing 
Act of 1954) to provide that grants-in-aid for planning assistance may 
be made to— 

State planning agencies, or in the absence of any such agency, 
to an agency or instrumentality of a State government designated 
by the Governor and approved by the Administrator; 
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State planning agencies for statewide and interstate compre- 
hensive planning; 

Official State, metropolitan, and regional planning agencies 
empowered under State and local law or interstate compact to 
perform metropolitan or regional planning; and 

Official governmental planning agencies for areas where rapid 
urbanization has resulted or is expected to result from establish- 
ment or increased activity of Federal installation. 

(2) Extends urban planning to include— 

Municipalities of less than 50,000 population; 

Counties of less than 50,000 population; 

Groups of adjacent communities with common planning prob- 
lem having population of less than 50,000; and 

Cities, other municipalities, and counties suffering from a 
catastrophe which the President declares a major disaster. 

(3) Authorizes an additional appropriation of $10 million for the 
program. 

(4) Authorizes the Administrator to encourage, in areas embracing 
several municipalities or political subdivisions, planning on a unified 
metropolitan basis and to provide technical assistance for planning 
and for solution of problems. 


Investment by banks in long-term obligations of local public agencies 
Section 420.—Amends paragraph Seventh of section 5136 of the 
Revised Statutes, as amended (12 U.S.C. 24), to permit National and 
State member banks of the Federal Reserve System to purchase or 
underwrite long-term obligations of local public agencies if such 
obligations are secured by an agreement with the Urban Renewal 
Administration. Section 5136 now permits banks to purchase and 
underwrite such obligations if they are short term (up to 18 months). 


TITLE V——-LOW-RENT PUBLIC HOUSING 


Declaration of policy 


Section 501.—Amends section 1 of the U.S. Housing Act of 1937 to 
add the following policy objectives: To make adequate provision for 
larger families and for families consisting of elderly persons, and to vest 
in local housing authorities responsibility for the establishment of 
rents and eligibility requirements (subject to the approval of the 
Public Housing Administration). 


Central administrative office facilities 


Section 502.—Amends section 2(5) of the United States Housing 
Act of 1937 to permit a local public housing agency to furnish admin- 
istrative facilities to the local urban renewal agency, at economic 
rent, in localities where the public housing agency and the local public 
agency operate as separate legal entities but with a common admin- 
istrative staff. 


Rents and income limits 

Section 503.—(a) Amends section 2(1) of the United States Housing 
Act of 1937 to remove the existing requirement that rents be at least 
20 percent of family income less certain deductions, providing instead 
that rents and income limits shall be fixed by the local public agency, 
subject to PHA approval, taking into consideration the rent-paying 
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ability of the family and the financial stability and solvency of the 
project. 

(b) Amends section 15(7)(b) of the 1937 act to reduce the “gap” 
between rental in the private market and rents for low-rent housing, 
in the case of families displaced by public action, from 20 percent to 
5 percent. 


Minimum age for admission of single persons and elderly families to 
low-rent projects 

Section 504.—Amends section 2(2) of the United States Housing Act 
of 1937 to make the age requirements for admission to and occupancy 
of low-rent housing for elderly single persons and families conform to 
the age requirements generally applicable for benefits under title IT 
of the Social Security Act (65 for men, 62 for women, and 50 for 
disabled persons). 
Authorization 

Section 505.—Amends section 10(i) of the United States Housing 
Act of 1937 to authorize the reuse of previous allocations for low-rent 
housing which are under annual contribution contract but will not 
be built, and also provides new contract authority for additional 
dwelling units; except that the total additional contract authority 
shall in no case exceed 37,000 units. 


Extension of waiver in case of veterans and servicemen 

Section 506.—Amends section 15(8)(b) of the United States Housing 
Act of 1937 by extending from March 1, 1959, to October 1, 1961, the 
time that veterans or servicemen, or families thereof, may have a 
priority for admission to low-rent housing projects. 


Payment for services 


Section 507.—Amends section 15 of the U.S. Housing Act of 1937 
to athorize local public housing agencies utilizing public services and 
facilities of a municipality or other governmental agency for which 
separate charges are made to pay such charges (in the same amounts 
as would be charged private persons similarly situated) without the 
necessity of any amendment to the annual contributions contract. 


TITLE VI—COLLEGE HOUSING 

Housing loans 

Section 601.—Amends section 401(d) of the Housing Act of 1950 to 
increase the revolving fund for college housing loans i $250 million 
(the present ceiling 1s $925 million).-.Of the $250 mullion increase, 
$25 million is reserved for “other educational facilities’, increasing 
the reservation for this purpose from $100 million to $125 million, 
and $25 million is reserved for student-nurse and intern housing 
facilities, increasing the reservation for this purpose from $25 million 
to $50 million. 


Prevailing wage scale 


Section 602.—Provides for the prevailing wage scale under the 
Davis-Bacon Act to be applicable to all construction financed with 
college housing loans except for services voluntarily donated. 


Cooperative college housing 


Section 603.—(a) Amends section 404(b) of the Housing Act of 1950 
to provide that nonprofit student hovsing cooperative corporations 
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established for the sole purpose of providing housing for students (or 
students and faculty) shall be eligible to receive college housing loans. 

(b) Amends section 401 of such act to require that the note securin 
any such loan to a student housing cooperative corporation be cosigne 
by the educational institution where the cooperative is located. 
Under this amendment, title to the housing constructed with any such 
loan would vest in the educational institution in the event of the dis- 
solution of the cooperative. 


TITLE VII—-ARMED SERVICES HOUSING 


Extension of program; increase in maturity; reduction in certain insur- 
ance premiums; labor standards 


Section 701.—(a) Amends section 803(a) of the National Housing 
Act to extend the armed services housing mortgage insurance program 
until October 1, 1961. 

(b) Amends section 803(b)(3) to increase from 25 to 30 years the 
maximum maturity of mortgages insured under this program. 

(c) Amends section 803(b)(3) to permit the inclusion of nondwelling 
facilities to serve the occupants. 

(d) Amends section 803(c) to permit the insurance premium on & 
Wherry Act project acquired by the Defense Department to be re- 
duced below the present minimum of one-half of 1 percent. 

(e) Further amends section 803 by adding a new subsection (k) 
which requires, as a condition of mortgage insurance under the present 
program, that the principal contractor or contractors engaged in the 
construction of the project involved certify that the laborers and 
mechanics employed on the project are being paid time and one-half 
for overtime employment. 


cee housing (Wherry Act) and regular rental housing at military 
ases 

Section 702. (a) Amends section 404(a) of the Housing Amend- 
ments of 1955 to authorize the Secretary of Defense to acquire section 
207 rental housing completed before July 1, 1952, which is situated ad- 
jacent to a military installation and was certified as necessary mili- 
tary housing, in the same way that he is authorized under present law 
to acquire Wherry housing. 

(b) Amends section 404(b) of the Housing Amendments of 1955 to 

provide that the Secretary of Defense must acquire all of the section 
207 rental housing of the type described above which is located at a 
military installation where section 803 housing is being constructed. 
This same requirement already applies under existing law to Wherry 
housing. 
(c) iweshite section 407(f) of the Military Construction Act of 
August 30, 1957, to provide that neither Wherry housing nor section 
207 rental housing shall be declared substandard because the units in 
such housing do not meet the minimum floor-area requirements pre- 
scribed for other military housing. 


Deposits in Wherry project condemnation cases 

Section 703.—Amends section 404(c) of the Housing Amendments 
of 1955 to provide that in condemnation proceedings on Wherry 
projects, in those cases where the sponsor or owner had not certified 
the cost of the project to FHA by August 10, 1959, and the Secretary 
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of Defense or his designee accordingly has the duty of determining the 
amount to be deposited with the courts for the estimated compensation 
to be paid, such determination shall be made “with a view to accurately 
estimating the equity of the sponsor or owner’’. 


Defense housing for impacted areas 

Section 704.— (a) Amends title VIII of the National Housing Act 
by adding a new section 810 to authorize the FHA Commissioner to 
insure mortgages on single-family and multifamily projects (not to 
exceed 5,000 units), the need for which is certified by the Secretary 
of Defense. Insurance would be on an “acceptable risk’ rather than 
an “‘economic soundness”’ basis. The projects would be held for rental 
for a period of not less than 5 years unless released by the military for 
sale. Priority in rental or sale is given to military personnel and es- 
sential civilian personnel of the armed services as evidenced by certi- 
fication issued by the Secretary of Defense. 

(b) Amends section 808 of the National Housing Act to make 
applicable the provisions of section 227 of the National Housing Act 
(cost certification). 

(c) Amends section 212(a) of the National Housing Act to make 
applicable the prevailing wage requirements of the Davis-Bacon Act. 


TITLE VIII— MISCELLANEOUS 


Surveys of public works planning 

Section 801.— Amends section 702 of the Housing Act of 1954 to 
authorize the Administrator to use during any fiscal year up to 
$50,000 from the section 702 revolving fund to conduct surveys of 
the status and current volume of State and local public works planning 
and surveys of estimated State and local public works requirements. 


Disposal of Passyunk and Newport war housing projects 

Section 802.—(a) Extends by 2 years the period during which mili- 
tary personnel (and civilians employed in defense activities) may con- 
tinue to occupy the Passyunk war housing projects, which are presently 
owned by the Housing Authority of Philadelphia pursuant to section 
406 of the Housing Act of 1956, with occupancy preference and without 
regard to their income. 

(b) Amends section 406 of the Housing Act of 1956 to provide a 
similar 2-year extension in the case of the housing project which was 
conveyed to the Housing Authority of Newport; R.I., under that 
section. 


Farm housing research 


Section 803.—Amends section 603(c) of the Housing Act of 1957 to 
extend the farm housing research program for 2 additional years 
(until June 30, 1961), and to authorize appropriations of $100,000 
during such additional period. 


Hospital construction 


Section 804.—Amends section 605 of the Housing Act of 1956 so as 
to extend through June 30, 1960, the authority granted by that section 
for loans and grants to public and nonprofit agencies for hospital con- 
struction under the Defense Housing and Community Facilities and 
Services Act of 1951, where applications for such assistance were filed 
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before June 30, 1953, and denied solely because of lack of funds. An 
appropriation of $7,500,000 would be authorized for each of the fiscal 
years ending June 30, 1960, and June 30, 1961. 


Purchase of participating interests by savings and loan associations 


Section 805.—(a) Amends section 5(c) of the Home Owners’ Loan 
Act of 1933 to permit a savings and loan association to use 20 percent 
of its assets to purchase participating interests in first mortgages 
on one- to four-family homes without regard to the existing area 
restriction, subject to the limitation that the aggregate of such 
participations plus all outstanding loans made and participations 
purchased by the association under the ezisting exception from such 
restriction may not at any time exceed 30 percent of its assets. 

(b) Further amends section 5(c) of such act to provide that par- 
ticipating interests in FHA or GI mortgages shall not be taken into 
account in determining the amount of loans which a savings and loan 
association may make within any of the percentage limitations 
contained in that section (the existing 20 percent limit on loans made 
without regard to the $35,000 and 50-mile restrictions, the new 20 per- 
cent limit on the purchase of participations, and the 30 percent com- 
bined limit). 

(c) Further amends such section 5(c) to permit an insured savings 
and loan association to invest an amount not exceeding at any one 
time 5 percent of its withdrawable accounts in loans to finance the 
acquisition and development of land for primarily residential usage. 


Voluntary Home Mortgage Credit Program 


Section 806.—Amends section 610 of the Housing Act of 1954 to 
extend the Voluntary Home Mortgage Credit Program until Octo- 
ber 1, 1961. 


Defense housing projects 


Section 807.—Amends section 606 of the act entitled “‘An act to 
expedite the provision of housing in connection with national defense 
and for other purposes’’, approved October 14, 1940, to permit the 
commingling of Lanham Act and low-rent project funds and the use of 
all residual receipts for reduction of any Federal annual contributions 
contracts under the consolidated contract. 


Disposal of project 


Section 808.—Authorizes the PHA Commissioner to modify terms 
and conditions of a contract, if he deems it in the public interest, 
relating to the Southmore Mutual Housing Corp. of South Bend, Ind., 
with respect to the sale to that corporation of a Lanham Act war 
housing project. 


Real estate loans by national banks 


Section 809.—Adds to section 203 of the National Housing Act a 
new subsection (j) providing that mortgage loans insured under that 
section shall not be taken into account in applying the existing limi- 
tations (contained in sec. 24 of the Federal Reserve Act) on the total 
amount of real estate loans which a national bank may make in 
relation to its capital and surplus or its time and savings deposits. 
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CoMPARISONS OF OBLIGATIONAL AUTHORITY AND BupGETARY IMPACT 
IN Fiscat YEAR 1960 


Proposed housing legislation—Comparative summary of (1) new obligational author- 
ity and (2) estimated new expenditures for fiscal year 1960 


{In millions] 


New obligational authority Estimated expenditures, fiscal year 
1960 











































Adminis- Adminis- 
tration 8. 57 | S. 2539 | 8. —— tration 8. 57 | 8. 2539 | 8S. —— 
(S. 65 and (S. 65 and 
8. 612) 8. 612) 
Grants: 
Urban renewal... -__. 1 $1, 550.0 |2$900.0 |3$650.0 |2$650.0 |.......____.]_______- Fs clinatdd Raee oon 
Urban planning (sec. m4 ry 10.0 10.0 10.0 10.0 $1.0 $1.1 $1.1 $1.1 
Scholarship 4... ...._-_--- aedie SE pos daseddastacadeaet niaelasinas ; Sa at ae Z 
Defense hospital ¢_ Gi EAMES cl inhts 15.0 15.0 MOG i463 = 2.5 2.5 2.5 
Farm housing research #___|.._________- «a sm ae ie ee whic 
Loans: 
Elderly housing direct 
I Pils adit Seine eaccenichniees Ue oan rn eeems 50.0 50.0 Oe tance na 2.5 2.5 2.5 
Urban renewal advances - : Sales saher<Gsanditesaiid 3.6 8.0 8.0 5.0 
Public housing advances - -|- ; bial het Rh cones Tidal andi 5.0 5.0 5.0 
College housing loans... --- 200.0 | 300.0} 250.0} 250.0 |....--._._-- eth encdee 
College classroom loans----}.........-- 62.5 | 450.0 |__-. 2.5 2.5 . 
Mortgage purchases: 
FNMA special assistance 
for cooperative housing-.|-....-.---- ‘ 37.5 25. 0 SE Resntticeinad 7 6.3 6.3 6.3 
ROO tecckenada pheiae 50. , 375. 4 |1, 050.1 |1, 000.1 















1 Authorizations for a 6-year period. 
2 Authorizations for a 2-year period. 
° Includes $100,000,000 for onal cities, to be used at discretion of President. 
4 New obligational authority when appropriated. 
5 Does not include an estimate of possible cost attributable to provisions regarding extension of FNMA 
commitments, 


CHANGES IN ExistTine Law 









In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing are proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed i is shown in roman): 


NATIONAL HOUSING ACT AS AMENDED 


* * * 


















* * * 





* 


TITLE I—HOUSING RENOVATION AND MODERNIZATION 


* * * * 











* * * 








INSURANCE OF FINANCIAL INSTITUTIONS 












Sec. 2. (a) The Commissioner is authorized and empowered upon 
such terms and conditions as he may prescribe, to insure banks, trust 
companies, personal finance companies, mortgage companies, building 
and oe associations, installment lending companies, and other such 
financial institutions, which the Commissioner finds to be qualified by 
experience or facilities and approves as eligible for credit insurance, 
against losses which they may sustain as a result of loans and advances 
of credit, and purchases of obligations representing loans and advances 
of credit, made by them on and after July 1, 1939, and prior to [Sep- 
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tember 30, 1959] October 1, 1960, for the purpose of financing altera- 
tions, repairs, and improvements upon or in connection with existing 
structures, and the building of new structures, upon urban, suburban, 
or rural real property (including the restoration, rehabilitation, rebuild- 
ing, and replacement of such improvements which have been damaged 
or destroyed by earthquake, conflagration, tornado, hurricane, cy- 
clone, flood, or other catastrophe), by the owners thereof or by lessees 
of such real property under a lease expiring not less than six months 
after the maturity of the loan or advance of credit. In no case shall 
the insurance granted by the Commissioner under this section to any 
such financial institution on loans, advances of credit, and purchases 
made by such financial institution for such purposes on and after 
July 1, 1939, exceed 10 per centum of the total amount of such loans, 
advances of credit, and purchases: Provided, That with respect to 
any loan, advance of credit, or purchase made after the effective date 
of the Housing Act of 1954, the amount of any claim for loss on any 
such individual loan, advance of credit, or purchase paid by the Com- 
missioner under the provisions of this section to a lending institution 
shall not exceed 90 per centum of such loss. The aggregate amount 
of all loans, advances of credit, and obligations purchased, exclusive 
of financing charges, with respect to which insurance may be hereto- 
fore or hereafter granted under this section and outstanding at any 
one time shall not exceed $1,750,000,000. 


* * * * * * * 


INSURANCE OF MORTGAGES 


Sec. 8. (a) To assist in providing adequate housing for families of 
low and moderate income, particularly in suburban and outlying 
areas, this section is designed to supplement systems of mortgage 
insurance under other provisions of the National Housing Act by 
making feasible the insurance of mortgages covering properties in 
areas where it is not practicable to obtain conformity with many of 
the requirements essential to the insurance of mortgages on housing 
in built-up urban areas. 


* * * * * * * 


(g) Subsections (c), (d), (e), (f), (g), Land (h)] (A), (j), and (k) 
of section 204 of this act shall be applicable to mortgages insured 
under this section except that all’ references therein to the Mutual 
Mortgage Insurance Fund or the Fund shall be construed to refer to 
the Title I Housing Insurance Fund, and all references therein to 
section 203 shall be construed to refer to this section: Provided, 
That debentures issued in connection with mortgages insured under 
this section 8 shall have the same tax exemption as debentures issued 
in connection with mortgages insured under section 203 of this act. 

* * * x * * * 


TITLE II—MORTGAGE INSURANCE 


DEFINITIONS 


Sec. 201. As used in section 203 of this title— 

(a) The term ‘‘mortgage’’ means a first mortgage on real estate, 
in fee simple, or on a leasehold (1) under a lease for not less than 
ninety-nine years which is renewable or (2) under a lease having a 
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period of not less than fifty years to run from the date the mortgage 
was executed; and the term “first mortgage” means such classes of 
first liens as are commonly given to secure advances on, or the unpaid 
purchase price of, real estate, under the laws of the State in which 
the real estate is located, together with the credit instruments, if any, 
secured thereby. 

(b) The term ‘‘mortgagee” includes the original lender under a 
mortgage, and his successors and assigns approved by the Commis- 
sioner; and the term “mortgagor” includes the original borrower under 
a mortgage and his successors and assigns. 

(c) The term “maturity date’? means the date on which the mort- 
gage indebtedness would be extinguished if paid in accordance with 
periodic payments provided for in the mortgage. 

(d) The term “State” includes the several States, and Alaska, 
— Puerto Rico, the District of Columbia, Guam, and the Virgin 
Islands. 

MUTUAL MORTGAGE INSURANCE FUND 


Src. 202. There is hereby created a Mutual Mortgage Insurance 
Fund (hereinafter referred to as the ‘“Fund’’), which ce be used by 
the Commissioner as a revolving fund for carrying out the provisions 
of this title with respect to mortgages insured under section 203 as 
hereinafter provided, and there shall be allocated immediately to such 
Fund the sum of $10,000,000 out of funds made available to the Com- 
missioner for the purposes of this title. 





INSURANCE OF MORTGAGES 





























Sec. 203. (a) The Commissioner is authorized, upon application by 
the mortgagee; to insure as hereinafter provided any mortgage offered 
to him which is eligible for insurance as hereinafter provided, and, 
upon such terms as the Commissioner may prescribe, to make commit- 
ments for the insuring of such mortgages prior to the date of their 
execution or disbursement thereon: Provided, That the aggregate 
amount of principal obligations of all mortgages insured under this 
title and outstanding at any one time shall not exceed $7,750,000,000 
except that with the approval of the President such aggregate amount 
may be increased at any time or times by additional amounts aggregat- 
ing not more than $1,250,000,000 upon a determination by the Presi- 
dent, taking into account the general effect of any such increase upon 
conditions in the building industry and upon the national economy, 
that such increase is in the public interest. 

(b) To be eligible for insurance under this section a mortgage shall— 

(1) Have been made to, and be held by, a mortgagee approved by 
the Commissioner as responsible and able to service the mortgage 
properly. 

(2) Involve a principal obligation (including such initial service 
charges, appraisal, inspection, and other fees as the Commissioner shall 
approve) in an amount not to exceed [$20,000] $22,500 in the case of 
property upon which there is located a dwelling designed principally 
[(whether or not it may be intended to be rented temporarily for 
school purposes) for a one- or two-family residence] for a one-family 
residence; or $25,000 in the case of a two-family residence (whether or 
not such one- or two-family residence may be intended to be rented tem- 
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porarily for school purposes); or $27,500 in the case of a three-family 
residence; or $35,000 in the case of a four-family residence; and not 
to exceed an amount equal to the sum of (i) 97 per centum (but, in 
any case where the dwelling is not approved for mortgage insurance 
prior to the beginning of construction, unless the construction of the 
dwelling was completed more than one year prior to the application 
for mortgage insurance, 90 per centum) of $13,500 of the appraised 
value of the property or the dwelling was approved for guaranty, insur- 
ance, or direct loan under chapter 37 of title 38, United States Code, prior 
to the beginning of construction, as of the date the mortgage is accepted 
for insurance, Gi) [85] 90 per centum of such value in excess of 
$13,500 but not in excess of [$16,000] $18,000, and (iii) 70 per centum 
of such value in excess of [$16,000] $18,000. 

(3) Having a maturity satisfactory to the Commissioner, but not to 
exceed, in any event, thirty years from the date of the insurance of 
the mortgage or three-quarters of the Commissioner’s estimate of the 
remaining economic life of the building improvements, whichever is 
the lesser. 

(4) Contain complete amortization provisions satisfactory to the 
Commissioner requiring periodic payments by the mortgsgor not in 
excess of his reasonable ability to pay as determined by the Com- 
missioner. 

(5) Bear interest (exclusive of premium charges for insurance, and 
service charges if any) at not to exceed 5 per centum per annum on 
the amount of the principal obligation outstanding at any time, or 
not to exceed such per centum per annum not in excess of 6 per 
centum as the Commissioner finds necessary to meet the mortgage 
market. 

(6) Provide, in a manner satisfactory to the Commissioner, for the 
application of the mortgagor’s periodic payments (exclusive of the 
amount allocated to interest and to the premium charge which is 
required for mortgage insurance as hereinafter provided) to amor- 
tization of the principal of the mortgage. 

(7) Contain such terms and provisions with respect to insurance, 
repairs, alterations, payment of taxes, default reserves, delinquency 
charges, foreclosure proceedings, anticipation of maturity, additional 
and secondary liens, and other matters as the Commissioner may in 
his discretion prescribe. 

(8) In the case of a mortgagor who is not the occupant of the 
property, have a principal obligation not in excess of an amount 
equal to 85 per centum of the amount computed under the provisions 
of paragraph (2) of this subsection: Provided, That such 85 per centum 
limitation shall not be applicable if the mortgagor and mortgagee assume 
responsibility in a manner satisfactory to the Commissioner for the reduc- 
tion of the mortgage by an amount not less than 15 per centum of the 
outstanding principal amount thereof in the event the mortgaged property 
is not, prior to the due date of the eighteenth amortization payment of the 
mortgage, sold to a purchaser acceptable to the Commissioner who 1s the 
occupant of the property and who assumes and agrees to pay the mortgage 
indebtedness. 

(9) Be executed by a mortgagor who shall have paid on account 
of the property at least 3 per centum, or such larger amount as the 
Commissioner may determine, of the Commissioner’s estimate of the 
cost of acquisition in cash or its equivalent: Provided, That with 
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respect to a mortgage executed by a mortgagor who is sixty years of 
age or older as of the date the mortgage is endorsed for insurance or 
with respect to a mortgage meeting the requirements of subsection 
(i) of this section, the mortgagor’s payment required by this subsec- 
tion may be paid by a corporation or person other than the mort- 
er. such terms and conditions as the Commissioner may 
rescribe. 
_ (c) The Commissioner is authorized to fix a premium charge for the 
insurance of mortgages under this title but in the case of any mortgage 
such charge shall not be less than an amount equivalent to one-half of 
1 per centum per annum nor more than an amount equivalent to 1 
per centum per annum of the amount of the principal obligation of 
the mortgage outstanding at any time, without taking into account 
delinquent payments or prepayments: Provided, That a premium 
charge so fixed and computed shall also be applicable to each mort- 
gage insured prior to the date of enactment of the National Housing 
Act Amendments of 1938 in lieu of any premium charge which would 
otherwise become due after such date with respect to such mortgage: 
Provided further, That in the case of any mortgage described in sec- 
tion 203(b)(2)(B) and accepted for insurance after such date and 
prior to July 1, 1939, the premium charge shall be one-fourth of 1 per 
centum per annum on such outstanding principal obligation. Such 
premium charges shall be payable by the mortgagee, either in cash, or 
in debentures issued by the Commissioner under this title at par plus 
accrued interest, in such manner as may be prescribed by the Com- 
missioner: Provided, That debentures presented in payment of pre- 
mium charges shall represent obligations of the particular insurance 
fund to which such premium charges are to be credited: Provided 
further, That the Commissioner may require the payment of one or 
more such premium charges at the time the mortgage is insured, at 
such discount rate as he may prescribe not in excess of the interest rate 
specified in the mortgage. If the Commissioner finds upon the pres- 
entation of a mortgage for insurance afd the tender of the initial 
premium charge or charges so required that the mortgage complies 
with the provisions of this section, such mortgage may be accepted for 
insurance by endorsement or otherwise as the Commissioner may 
prescribe; but no mortgage shall be accepted for insurance under this 
section unless the Commissioner finds that the project with respect to 
which the mortgage is executed is economically sound. In the event 
that the principal obligation of any mortgage accepted for insurance 
under this title is paid in full prior to the maturity date, the Commis- 
sioner is further authorized in his discretion to require the payment by 
the mortgagee of an adjusted premium charge in such amount as the 
Commissioner determines to be equitable, but not in excess of the 
aggregate amount of the premium charges that the mortgagee would 
otherwise have been required to pay if the mortgage had continued to 
be insured until such maturity date; and in the event that the principal 
obligation is paid in full as herein set forth, the Commissioner is 
authorized to refund to the mortgagee for the account of the mort- 
gagor all, or such portion as he shall determine to be equitable, of the 
current unearned premium charges theretofore paid. 

(d) Repealed. 

(e) Any contract of insurance heretofore or hereafter executed by 
the Commissioner under this title shall be conclusive evidence of the 
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eligibility of the mortgage for insurance, and the validity of any con- 
tract of insurance so executed shall be incontestable in the hands of an 
approved mortgagee from the date of the execution of such contract 
except for fraud or misrepresentation on the part of such approved 
mortgagee. 

(f) Repealed. 

(g) Repealed. 

ch) Notwithstanding any other provision of this section, the Com- 
missioner is authorized to insure any mortgage which involves a prin- 
cipal obligation not in excess of $12,000 and not in excess of 100 per 
centum Fs the appraised value of a property upon which there is located 
a dwelling designed principally for a single-family residence, where 
the mortgagor is the owner and occupant and establishes (to the satis- 
faction of the Commissioner) that his home which he occupied as an 
owner or as a tenant was destroyed or damaged to such an extent that 
reconstruction is required as a result of a flood, fire, hurricane, earth- 
quake, storm, or other catastrophe which the President, pursuant to 
section 2(a) of the Act entitled ‘‘An Act to authorize Federal assist- 
ance to States and local governments in major disasters and for other 
purposes” (Public Law 875, Eighty-first Congress, approved Septem- 
ber 30, 1950), as amended, has determined to be a major disaster. 

(i) The Commissioner is authorized to insure under this section 
any mortgage meeting the requirements of subsection (b) of this 
section, except as modified by this subsection, which involves a prin- 
cipal obligation not in excess of [$8,000] $9,000 and not in excess of 
97 per centum (or, in any case where the dwelling is not approved for 
mortgage insurance prior to the beginning of construction, unless the 
construction of the dwelling was completed more than one year prior to 
the application for mortgage insurance or the dwelling was approved for 
guaranty, insurance, or direct loan under chapter 37 of title 38, United 
States Code, prior to the beginning of construction, 90 per centum) of 
the appraised value of a property located in an area where the Com- 
missioner finds it is not practitable to obtain conformity with many 
of the requirements essential to the insurance of mortgages on housing 
in built-up urban areas, upon which there is located a dwelling 
designed principally for a single-family residence[, and which is 
approved for mortgage insurance prior to the beginning of con- 
struction] the construction of: Provided, That if the mortgagor is not the 
occupant of the property at the time of insurance, the principal obliga- 
tion of the mortgage shall not exceed 85 per centum of the appraised 
value of the property: Provided further, That the Commissioner finds 
that the property with respect to which the mortgage is executed is an 
acceptable risk, giving consideration to the need for providing adequate 
housing for families of low and moderate income particularly in sub- 
urban and outlying areas or small communities: Provided ee. That 
under the foregoing provisions of this subsection the Commissioner 
is authorized to insure any mortgage issued with respect to the con- 
struction of a farm home on a plot of land five or more acres in size 
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adjacent to a public highway[, the total amount of insurance out- 
standing at any one time under this proviso not to exceed $100,000,- 
000]. 

(7) Loans secured by mortgages insured under this section shall not be 
taken into account in determining the amount of real estate loans which 
a national bank may make in relation to its capital and surplus or its 
time and savings deposits. 


PAYMENT OF INSURANCE 


Src. 204. (a) In any case in which the mortgagee under a mortgage 
insured under section 203 or section 210 shall have foreclosed and taken 
possession of the mortgaged property in accordance with regulations of, 
and within a period to be determined by, the Commissioner, or shall, 
with the consent of the Commissioner, have otherwise acquired such 
property from the mortgagor after default, the mortgagee shall be 
entitled to receive the benefit of the insurance as hereinafter provided, 
upon (1) the prompt conveyance to the Commissioner of title to the 
property which meets the requirements of rules and regulations of the 
Commissioner in force at the time the mortgage was insured, and which 
is evidenced in the manner prescribed by such rules and regulations, 
and (2) the assignment to him of all claims of the mortgagee against 
the mortgagor or others, arising out of the mortgage transaction or 
foreclosure proceedings, except such claims as may have been released 
with the consent of the Commissioner. Upon such conveyance and 
assignment the obligation of the mortgagee to pay the premium charges 
for insurance shall cease and the Commissioner shall, subject to the 
cash adjustment hereinafter provided, issue to the mortgagee deben- 
tures having a total face value equal to the value of the mortgage and 
a certificate of claim, as hereinafter provided. For the purposes of 
this subsection, the value of the mortgage shall be determined, in 
accordance with rules and regulations prescribed by the Commissioner, 
by adding to the amount of the original principal obligation of the 
mortgage which was unpaid on the date of the institution of foreclosure 
proceedings, or on the date of the acquisition of the property after 
default other than by foreclosure, the amount of all payments which 
have been made by the mortgagee for taxes, ground rents, and water 
rates, which are liens prior to the mortgage, special assessments which 
are noted on the application for insurance or which become liens after 
the insurance of the mortgage, insurance on the mortgaged property, 
and any mortgage insurance premiums paid after either of such dates, 
and any tax imposed by the United States upon any deed or other 
instrument by which said property was acquired by the mortgagee and 
transferred or conveyed to the Commissioner, and by deducting from 
such total amount any amount received on account of the mortgage 
after either of such dates, and any amount received as rent or other 
income from the property, less reasonable expenses incurred in han- 
dling the property, after either of such dates: Provided, That with 
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respect to mortgages which are accepted for insurance under section 
203(b)(2)(B) of this Act, and which are foreclosed before there shal] 
have been paid on account of the principal obligation of the mortgage 
a sum equal to 10 per centum of the appraised value of the property as 
of the date the mortgage was accepted for insuranee, there may be 
included in the debentures issued by the Commissioner, on account of 
foreclosure costs actually paid by the mortgagee and approved by the 
Commissioner an amount not in excess of 2 per centum of the unpaid 
principal of the mortgage as of the date of the institution of foreclosure 
proceedings, but in no event in excess of $75: And provided further, 
That with respect to mortgages which are accepted for Insurance under 
section 203(b)(2)(D) or under the second proviso of section 207 (c)(2) 
of this Act, or under section 213 of this Act, or with respeet to any 
mortgage accepted for insurance under section 203 on or after the 
effective date of the Housing Act of 1954, there may be included in the 
debentures issued by the Commissioner on account of the cost of 
foreclosure (or of acquiring the property by other means) actually paid 
by the mortgagee and saned by the Commissioner an amount, not 
in excess of two-thirds of such cost or $75 whichever is the greater: 
And provided further, That with respect to mortgages to which the 
provisions of sections 302 and 306 of the Soldiers’ and Sailors’ Civil 
Relief Act of 1940, as now or hereafter amended, apply and which are 
insured under section 203 of the National Housing Act, as now or 
hereafter amended, and subject to such regulations and conditions as 
the Commissioner may prescribe, there shall be included in the 
debentures an amount which the Commissioner finds to be sufficient to 
compensate the mortgagee for any loss which it may have sustained on 
account of interest on debentures and the payment of* insurance 
premiums by reason of its having postponed the institution of fore- 
closure proceedings or the acquisition of the property by other means 
during any part or all of the period of such military service and three 
months thereafter: And provided further, That with respect to any 
mortgage covering a one-, two-, three-, or four-family residence insured 
under this Act if the Commissioner finds, after notice of default, that the 
default was due to circumstances beyond the control of the mortgagor and it 
is probable that the mortgage will be restored to good standing within a 
reasonable period of time, he may, under such regulations and conditions 
as he may prescribe, extend the time for curing default and enter into an 
agreement unth the mortgagee providing that if the mortgage is subse- 
quently foreclosed, any interest accruing er the date of the agreement 
which 1s not paid by the mortgagor may be included in the debentures: 


And provided further, That, notwithstanding any requirement con- 
tained in this Act that debentures may be issued only upon acquisition 
of title and possession by the mortgagee and its subsequent conveyance 
and transfer to the Commissioner, and for the purpose of avoiding 
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unnecessary conveyance expense in connection with payment of insur- 
ance benefits under the provisions of this Act, the Commissioner is 
authorized, subject to such rules and regulations as he may prescribe, 
to permit the mortgagee to tender to the Commissioner a satisfactory 
conveyance of title and transfer of possession direct from the mortga- 
gor or other appropriate grantor and to pay the insurance benefits to 
the mortgagee which it would otherwise be entitled to if such con- 
veyance had been made to the mortgagee and from the mortgagee to 
the Commissioner. 

(b) The Commissioner may at any time, under such terms and 
conditions as he may prescribe, consent to the release of the mortgagor 
from his liability under the mortgage or the credit instrument secured 
thereby, or consent to the release of parts of the mortgaged property 
from the lien of the mortgage. 

(c) Debentures issued under this section shall be in such form and 
denominations in multiples of $50, shall be subject to such terms and 
conditions, and shall include such provisions for redemption, if any, 
as may be prescribed by the Commissioner with the approval of the 
Secretary of the Treasury, and may be in coupon or registered form. 
Any difference between the value of the mortgage determined as herein 
provided and the aggregate face value of the debentures issued, not 
to exceed $50, shall be adjusted by the payment of cash by the Com- 
missioner to the mortgagee from the Fund as to mortgages insured 
under section 203 and from the Housing Fund as to mortgages insured 
under section 210. 

(d) The debentures issued under this section to any mortgagee with 
respect to mortgages insured under section 203 shall be executed in 
the name of the Mutual Mortgage Insurance Fund as obligor, shall be 
signed by the Commissioner by either his written or engraved signa- 
ture, and shall be negotiable and the debentures issued under this 
section to any mortgagee with respect to mortgages insured under 
section 210 shall be executed in the name of the wotitns Insurance 
Fund as obligor, shall be signed by the Commissioner by either his 
written or engraved signature, and shall be negotiable. All such 
debentures shall be dated as of the date foreclosure proceedings were 
instituted, or the property was otherwise acquired by the mortgagee 
after default, and shall bear interest from such date at a rate estab- 
lished by the Commissioner pursuant to section 224, payable semi- 
annually on the Ist day of January and the Ist day of July of each 
year, and shall mature twenty years after the date thereof. Such 
debentures as are issued in exchange for property covered by mort- 
gages insured under section 203 or section 207 prior to the date of 
enactment of the National Housing Act Amendments of 1938 shall be 
subject only to such Federal, State, and local taxes as the mortgages in 
exchange for which they are issued would be subject to in the hands of 
the holder of the debentures and shall be a liability of the Fund, but 
such debentures shall be fully and unconditionally guaranteed as to 
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principal and interest by the United States; but any mortgagee en- 
titled to receive any such debentures may elect to receive in lieu thereof 
a cash adjustment and debentures issued as hereinafter provided and 
bearing the current rate of interest. Such debentures as are issued in 
exchange for property covered by mortgages insured after the date of 
enactment of the National Housing Act Amendments of 1938 shall be 
exempt, both as to principal and interest, from all taxation (except 
surtax, estate, inheritance, and gift taxes) now or hereafter imposed 
by the United States, by any Territory, dependency, or possession 
thereof, or by any State, county, municipality, or local taxing author- 
ity; and such debentures shall be paid out of the Fund, or the Housing 
Fund, as the case may be, which shall be primarily liable therefor, and 
they shall be fully and unconditionally guaranteed as to principal and 
interest by the United States, and such guaranty shall be expressed 
on the face of the debentures. In the event that the Fund or the 
Housing Fund fails to pay upon demand, when due, the principal of 
or interest on any debentures issued under this section, the Secretary 
of the Treasury shall pay to the holders the amount thereof which is 
hereby authorized to be appropriated, out of any money in the Treas- 
ury not otherwise appropriated, and thereupon to the extent of the 
amount so paid the Secretary of the Treasury shall succeed to all the 
rights of the holders of such debentures. 

(e) The certificate of claim issued by the Commissioner to any 
mortgagee shall be for an amount which the Commissioner determines 
to be sufficient, when added to the face value of the debentures 
issued and the cash adjustment paid to the mortgagee, to equal the 
amount which the mortgagee would have received if, at the time of 
the conveyance to the Commissioner of the property covered by the 
mortgage, the mortgagor had redeemed the property and paid in full 
all obligations under the mortgage and a reasonable amount for 
necessary expenses incurred by the mortgagee in connection with the 
foreclosure proceedings, or the acquisition of the mortgaged propert 
otherwise, and the conveyance thereof to the Commissioner. Eac 
such certificate of claim shall provide that there shall accrue to the 
holder of such certificate with respect to the face amount of such 
certificate, an increment at the rate of 3 per centum per annum 
which shall not be compounded. The amount to which the holder 
of any such certificate shall be entitled shall be determined as pro- 
vided in subsection (f). 

(f) If the net amount realized from any property conveyed to the 
Commissioner under this section and the claims assigned therewith, 
after deducting all expenses incurred by the Commissioner in han- 
dling, dealing with, and disposing of such property and in collecting 
such claims, exceeds the face value of the debentures issued and the 
cash paid in exchange for such property plus all interest paid on such 
debentures, such excess shall be divided as follows: 

(1) If such excess is greater than the total amount payable under 
the certificate of claim issued in connection with such property, the 
Commissioner shall pay to the holder of such certificate the full 
amount so payable, and any excess remaining thereafter shall be paid 
to the mortgagor of such property if the mortgage was insured under 
section 203 and shall be retained by the Commissioner and credited 
to the Housing Insurance Fund if the mortgage was insured under 
section 207; and 
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(2) If such excess is equal to or less than the total amount payable 
under such certificate of claim, the Commissioner shall pay to the 
holder of such certificate the full amount of such excess. 

Notwithstanding any other provisions of this section, the Commis- 
sioner is authorized, with respect to mortgages insured pursuant to 
commitments for insurance issued after the date of enactment of the 
Housing Amendments of 1955, and, with the consent of the mort- 
gagee or mortgagor, as the case may be, with respect to mortgages 
insured pursuant to commitments issued prior to such date, to effect 
the settlement of certificates of claim and refunds to mortgagors at 
any time after the sale or transfer of title to the property conveyed 
to the Commissioner under this section and without awaiting the 
final liquidation of such property for the purpose of determining the 
net amount to be realized therefrom. 

(g) Notwithstanding any other provision of law relating to the 
acquisition, handling, or disposal of real property by the United States, 
the Commissioner shall have power to deal with, complete, rent, reno- 
vate, modernize, insure, or sell for cash or credit, in his discretion, any 
properties conveyed to him in exchange for debentures and certificates 
of claim as provided in this section; and notwithstanding any other 
provision of law, the Commissioner shall also have power to pursue to 
final collection, by way of compromise or otherwise, all claims against 
mortgagors assigned by mortgagees to the Commissioner as provided 
in this section: Provided, That section 3709 of the Revised Statutes 
shall not be construed to apply to any contract for hazard insurance, 
or to any purchase or contract for services or supplies or account of 
such property if the amount thereof does not exceed $1,000. The 
power to convey and to execute in the name of the Commissioner 
deeds of conveyance, deeds of release, assignments and satisfaction of 
mortgages, and any other written instrument relating to real property 
or any interest therein heretofore or hereafter acquired by the Com- 
missioner pursuant to the provisions of this Act, may be exercised by 
the Commissioner or by any Assistant Commissioner appointed by 
him without the execution of any express delegation of power or power 
of attorney: Provided, That nothing in this subsection shall be con- 
strued to prevent the Commissioner from delegating such power by 
order or by power of attorney, in his discretion, to any officer, agent, 
or employee he may appoint. 

(h) No mortgagee or mortgagor shall have, and no certificate of 
claim shall be construed to give to any mortgagee or mortgagor, any 
right or interest in any property conveyed to the Commissioner or in 
any claim assigned to him; nor shall the Commissioner owe any duty 
to any mortgagee or mortgagor with respect to the handling or disposal 
of any such property or the collection of any such claim. 

(j) In the event that any mortgagee under a mortgage insured under 
section 203 forecloses on the mortgaged property but does not convey 
such property to the Commissioner in accordance with this section, and 
the Commissioner is given written notice thereof, or in the event that 
the mortgagor pays the obligation under the mortgage in full prior to 
the maturity thereof, and the mortgagee pays any adjusted premium 
charge required under the provisions of section 203 (c), and the Com- 
missioner is given written notice by the mortgagee of the payment of 
such obligation, the obligation to pay any subsequent premium charge 
for insurance shall cease, and all rights of the mortgagee and the mort- 
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gagor under this section shall terminate as of the date of such notice. 
(k) Notwithstanding any other provision of this section or of 
section 604 or 904, with respect to any debentures issued pursuant to 
this section or section 604 or 904, the Commissioner may (1) include 
in such debentures reasonable payments made by the mortgagee, with 
the approval of the Commissioner, for the purpose of protecting, oper- 
ating, or preserving the property, and taxes imposed upon any deed 
or other instrument by which the property was acquired by the mort- 
gagee and transferred or conveyed to the Commissioner, and (2) ter- 
minate the mortgagee’s obligation to pay mortgage insurance pre- 
miums upon receipt of an application for debentures filed by the 
mortgagee. J 
(k) Notwithstanding any other provision of this section or of section 
604 or 904 and with respect to any debentures issued in exchange for 
properties conveyed to and accepted by the Commissioner after the effective 
date of the Housing Act of 1959 in accordance with such sections, the Com- 
missioner may (1) include in debentures reasonable payments made by 
the mortgagee with the approval of the Commissioner for the purpose of 
protecting, operating, or preserving the property, and taxes imposed upon 
any deed or any other instrument by which the property was acquired by the 
mortgagee and transferred or conveyed to the Commissioner; (2) include in 
debentures as a portion of foreclosure costs (to the extent that foreclosure 
costs may be included in such debentures by any other provision of this 
Act) payments made by the mortgagee for the cost of acquiring the property 
and conveying and evidencing title to the property to the Commissioner; 
and (3) terminate the mortgagee’s obligation to pay mortgage insurance 
premiums upon receipt of an application for debentures filed by the 


mortgagee, or in the event the contract of insurance is terminated pursuant 
to section 229. 


CLASSIFICATION OF MORTGAGES AND INSURANCE FUND 


Sec. 205. (a) The Commissioner shall establish as of July 1, 1954 
in the Mutual Mortgage Insurance Fund a General Surplus Account 
and a Participating Reserve Account. All of the assets of the General 
Reinsurance Account shall be transferred to the General Surplus 
Account whereupon the General Reinsurance Account shall be abol- 
ished. There shall be transferred from the various group accounts to 
the Participating Reserve Account as of July 1, 1954, an amount 
equal to the aggregate amount which would have been distributed 
under the provisions of section 205 in effect on June 30, 1954, if all 
outstanding mortgages in such group accounts had been paid in full 
on said date. All of the remaining balances of said group accounts 
shall as of said date be transferred to the General Surplus Account 
whereupon all of said group accounts shall be abolished. 

(b) The aggregate net income thereafter received or any net loss 
thereafter sustained by the Mutual Mortgage Insurance Fund in any 
semiannual period shall be credited or charged to the General Surplus 
Account and/or the Participating Reserve Account in such manner 
and amounts as the Commissioner may determine to be in accord 
with sound actuarial and accounting practice. 

(c) Upon termination of the insurance obligation of the Mutual 
Mortgage Insurance Fund by payment of any mortgage insured there- 
under, the Commissioner is authorized to distribute to the mortgagor 









| | ee, 


ew or VY Dacor 


SE 
eS 


+ @ 


HOUSING ACT OF 1959 39 
a share of the Participating Reserve Account in such manner and 
amount as the Commissioner shall determine to be equitable and in 
accordance with sound actuarial and accounting practice: Provided, 
That, in no event, shall any such distributable share exceed the aggre- 
gate scheduled annual premiums of the mortgagor to the year of 
termination of the insurance. 

(d) No mortgagor or mortgagee of any mortgage insured under 
section 203 shall have any vested right in a credit balance in any 
such account or be subject to any liability arising out of the mutuality 
of the Fund and the determination of the Commissioner as to the 
amount to be paid by him to any mortgagor shall be final and 
conclusive. 
















INVESTMENT OF FUNDS 



































Sec. 206. Moneys in the Fund not needed for the current operations 
of the Federal Housing Administration shall be deposited with the 
Treasurer of the United States to the credit of the Fund, or invested 
in bonds or other obligations of, or in bonds or other obligations guar- 
anteed as to principal and interest by, the United States. The Ties 
missioner may, with the approval of the Secretary of the Treasury, 
purchase in the open market debentures issued under the provisions of 
section 204. Such purchases shall be made at a price which will provide 
an investment yield of not less than the yield obtainable from other 
investments authorized by this section. Debentures so purchased shall 
be canceled and not reissued, and the several group accounts to which 
such debentures have been charged shall be charged with the amounts 
used in making such purchases. 


RENTAL HOUSING INSURANCE 






Sec. 207. (a) As used in this section— 
(1) The term “mortgage’’ means a first mortgage on real estate in 
fee simple, or on the interest of either the lessor or lessee thereof (A) 
under a lease for not less than ninety-nine years which is renewable 
or (B) under a lease having a period of not less than fifty years to 
run from the date the mortgage was executed, upon which there is 
located or upon which there is to be constructed a building or buildings 
designed principally for residential use or upon which there is located 
or to be constructed facilities for trailer coach mobile dwellings; and 
the term “first mortgage’’ means such classes of first liens as are com- 
monly given to secure advances (including but not being limited to 
advances during construction) on, or the unpaid purchase price of, 
real estate under the laws of the State in which the real estate is 
located, together with the credit instrument or instruments, if any, 
secured thereby, and may be in the form of trust mortgages or mort- 
gage indentures or deeds of trust securing notes, bonds, or other credit 
instruments. 

(2) The term ‘‘mortgagee” means the original lender under a 
mortgage, and its successors and assigns, and includes the holders of 
credit instruments issued under a trust mortgage or deed of trust 
peeeorie to which such holders act by and through a trustee therein 
named. 

(3) The term ‘mortgagor’ means the original borrower under a 
mortgage and its successors and assigns. 


40 HOUSING ACT OF 1959 


(4) The term “maturity date’ means the date on which the mort- 
gage indebtedness would be extinguished if paid in accordance with 
the periodic payments provided for in the mortgage. 

(5) The term “slum or blighted area’ means any area where 
dwellings predominate which, by reason of dilapidation, overcrowding, 
faulty arrangement or design, lack of ventilation, light or sanitation 
facilities, or any combination of these factors, are detrimental to safety, 
health, or morals. 

(6) The term “rental housing’? means housing, the occupancy of 
which is permitted by the owner thereof in consideration of the pay- 
ment of agreed charges, whether or not, by the terms of the agreement, 
such payment over a period of time will entitle the occupant to the 
ownership of the premises or space in a trailer court or park properly 
arranged and equipped to accommodate trailer coach mobile dwellings. 

(7) The term “State” includes the several States, and Alaska, 
ceed Puerto Rico, the District of Columbia, Guam, and the Virgin 

slands. 

(b) In addition to mortgages insured under section 203, the Com- 
missioner is authorized to insure mortgages as defined in this section 
(including advances on such mortgages during construction) which 
cover property held by— 

(1) Federal or State instrumentalities, municipal corporate instru- 
mentalities of one or more States, or limited dividend or redevelopment 
or housing corporations restricted by Federal or State laws or regula- 
tions of State bankiow or insurance departments as to rents, charges, 


capital structure, rate of return, or methods of operation; or 
(2) Private corporations, associations, cooperative societies which 


are legal agents of owner-occupants, or trusts formed or created for 
the purpose of rehabilitating slum or blighted areas, or providing 
housing for rent or sale, and which possess powers necessary therefor 
and incidental thereto, and which, until the termination of all obli- 
gations of the Commissioner under such insurance, are regulated or 
restricted by the Commissioner as to rents or sales, charges, capital 
structure, rate of return, and methods of operation to such extent and 
in such manner as to provide reasonable rentals to tenants and a 
reasonable return on the investment. The Commissioner may make 
such contracts with, and acquire for not to exceed $100 such stock or 
interest in, any such corporation, association, cooperative society, or 
trust as he may deem necessary to render effective such restriction or 
regulation. Such stock or interest shall be paid for out of such Hous- 
ing Fund, and shall be redeemed by the corporation, association, 
cooperative society, or trust at par upon the termination of all obli- 
gations of the Commissioner under the insurance. 

The insurance of mortgages under this section is intended to facili- 
tate particularly the production of rental accommodations, at reason- 
able rents, of design and size suitable for family living. The Com- 
missioner is, therefore, authorized and directed in the administration 
of this section [(except provisions relating to housing for elderly per- 
sons) ] to take action, by regulation or otherwise, which will direct the 
benefits of mortgage insurance hereunder primarily to those projects 
which make adequate provision for families with children, and in which 
every effort has been made to achieve moderate rental charges. 

Notwithstanding any other provisions of this section, no mortgage 
shall be insured hereunder [(except with respect to housing designe 
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for elderly persons, with occupancy preference therefor, as provided in 
the paragraph following paragraph (3) of subsection (c))] unless the 
mortgagor certifies under oath that in selecting tenants for the prop- 
erty covered by the mortgage he will not discriminate against any 
family by reason of the fact that there are children in the family, and 
that he will not sell the property while the insurance is in effect unless 
the purchaser so certifies, such certification to be filed with the Com- 
missioner. Violation of any such certification shall be a misdemeanor 
punishable by a fine of not to exceed $500. 

(c) To be eligible for insurance under this section a mortgage on 
any property or project shall involve a principal obligation in an 
amount— 

(1) not to exceed [$12,500,000] $20,000,000, or, if executed by a 
mortgagor coming within the provisions of paragraph numbered (b) 
(1) of this section,not to exceed $50,000,000; 

(2) not to exceed 90 per centum of the estimated value of the 

roperty or project (when the proposed improvements are completed) : 
Precided, That except with respect to a mortgage executed by a 
mortgagor coming within the provisions of paragraph numbered (b) 
(1) of this section or a mortgage on a trailer court or park, such 
mortgage shall not exceed the amount which the Commissioner esti- 
mates will be the cost of the completed physical improvements on the 
property or project exclusive of public utilities and streets and organ- 
ation and legal expenses: And provided further, That the 
above limitations in this —— (2) shall not apply to mortgages 
on housing in the Territory of Alaska, or in Guam, but such a mortgage 
may isedies & principal obligation in an amount not to exceed 90 
per centum of the amount which the Commissioner estimates will be 
the replacement cost of tae property or project when the proposed 
improvements are completed (the value of the property or project as 
such term is used in this paragraph may include the land, the proposed 
physical improvements, utilities within the boundaries of the property 
or project, architect’s fees, taxes, and interest accruing during con- 
struction, and other miscellaneous charges incident to construction 
and approved by the Commissioner): And provided further, That 
nothing contained in this section shall preclude the insurance of 
mortgages covering existing construction located in slum or blighted 
areas, as defined in paragraph numbered (5) of subsection (a) of this 
section, and the Commissioner may require such repair or rehabilita- 
tion work to be completed as is, in his Gaudin. necessary to remove 
conditions detrimental to safety, health, or morals; and 

(3) not to exceed, for such part of such property or project as ma 
be attributable to dwelling use [$2,250] $2,500 per room (or [$8,100 
$9,000 per family unit if the number of rooms in such property or 
project is less than four per family unit) or not to exceed [$1,000] 
$1,500 per space or [$300,000] $500,000 per mortgage for trailer 
courts or parks: Provided, That as to projects to consist of elevator- 
type structures, the Commissioner may, in his discretion, increase the 
dollar amount limitation of [$2,250] $2,500 per room to not to ex- 
ceed [$2,700] $3,000 per room and the dollar amount limitation of 
[$8,100] $9,000 per family unit to not to exceed [$8,400] $9,400 per 
family unit, as the case may be, to compensate for the higher costs 
incident to the construction of elevator-type structures of sound 
standards of construction and design; except that the Commissioner 
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may, by regulation, increase any of the foregoing dollar amount 
limitations contained in this paragraph by not to exceed [$1,000] 
$1,250 per room without regard to the number of rooms being less 
than four, or four or more, in any geographical area where he finds 
that cost levels so require. 

EN otwithstanding any of the limitations contained in paragraphs (2) 
and (3) of this subsection, if the entire property or project is specially 
designed for the use and occupancy of elderly persons in accordance 
with standards established by the Commissioner and the mortgagor is 
a financially qualified nonprofit organization acceptable to the Commis- 
sioner, the mortgage may involve a principal obligation not in excess of 
$8,100 per family unit (or $8,400 per family unit in the case of projects 
to consist of elevator-type structures) for such part of such property as 
may be attributable to dwelling use and not in excess of 90 per centum 
of the amount which the Commissioner estimates will be the replace- 
ment cost of such property or project when the proposed physical 
improvements are completed: Provided, That the Commissioner shall 
prescribe such procedures as in his judgment are necessary to secure 
to elderly persons priorities in occupancy of the units designed _ for 
their use, and may permit single elderly persons to use and occupy 
such units. ] 

The mortgage shall provide for complete amortization by periodic 
payments within such term as the Commissioner shall prescribe, and 
shall bear interest (exclusive of premium charges for insurance) at not 
to exceed [4%] 5% per centum per annum on the amount of the prin- 
cipal obligation outstanding at any time. The Commissioner may 
consent. to the release of a part or parts of the moitgaged property from 
the lien of the mortgage upon such terms and conditions as he may pre- 
scribe and the mortgage may provide for such release. No mortgage 
shall be accepted for insurance under this section or section 210 unless 
the Commissioner finds that the property or project, with respect to 
which the mortgage is executed, is economically sound. ‘Such property 
or project may include eight or more family units and may include 
such commercial and community facilities as the Commissioner deems 
adequate to serve the occupants. 

(d) The Commissioner shall collect a premium charge for the insur- 
ance of mortgages under this section and section 210 which shall be 
payable naan in advance by the mortgagee, either in cash or in 
debentures of the Housing Insurance Fund issued by the Commissioner 
under this title at par plus accrued interest. In addition to the 
premium charge herein provided for, the Commissioner is authorized 
to charge and collect such amounts as he may deem reasonable for the 
appraisal of a property or project offered for insurance and for the 
inspection of such property or project during construction: Provided, 
That such charges for appraisal and inspection shall not aggregate 
more than 1 per centum of the original principal face amount of the 
mortgage. 

(e) In the event that the principal obligation of any mortgage 
accepted for insurance under this section is paid in full prior to the 
maturity date, the Commissioner is authorized in his discretion to 
require the payment by the mortgagee of an adjusted premium charge 
in such amount as the Commissioner determines to be equitable, but 
not in excess of the aggregate amount of the premium charges that the 
mortgagee would otherwise have been required to pay if the mortgage 
had continued to be insured until such maturity date. 
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(f) There is hereby created a Housing Insurance Fund (herein 
referred to as the “Housing Fund”) which shall be used by the Com- 
missioner as a revolving fund for carrying out the provisions of this 
section and [section 210 and section 213] sections 210, 213, 231, and 
232, and the Commissioner is hereby directed to transfer immediately 
to such Housing Fund the sum of $1,000,000 from that part of the 
Fund now held by him arising from appraisal fees heretofore collected 
by him. General expenses of operations of the Federal Housin 
Administration under this section and [section 210 and section 2134 
sections 210, 213, 231, and 232, may be charged to the Housing Fund. 
(g) The failure of the mortgagor to make any payment due under 
or provided to be paid by the terms of a mortgage insured under this 
section shall be considered a default under such mortgage and, if such 
default continues for a period of thirty days, the mortgages shall 
be entitled to receive the benefits of the insurance as hereinafter 
provided, upon assignment, transfer and delivery to the Commissioner, 
within aera and in accordance with rules and regulations to be 
prescribed by the Commissioner of (1) all rights and interests arising 
under the mortgage so in default; (2) all claims of the mortgagee 
against the mortgagor or others, arising out of the mortgage transac- 
tions; (3) all policies of title or other insurance or surety bonds or 
other guaranties and any and all claims thereunder; (4) any balance of 
the ee loan not advanced to the mortgagor; (5) any cash or 
property held by the mortgagee, or to which it is entitled, as deposits 
made for the account of the mortgagor and which have not been applied 
in reduction of the principal of the mortgage indebtedness; and (6) 
all records, documents, books, papers, and accounts relating to the 
mortgage transaction. Upon such assignment, transfer, and delivery 
the obligation of the mortgagee to pay the premium charges for mort- 
gage insurance shall cease, and the Commissioner shall, subject to the 
cash adjustment provided for in subsection (j), issue to the mortgagee 
a certificate of claim as provided in subsection (h), and debentures 
having a total face value equal to the original principal face amount 
of the mortgage plus such amount as the mortgagee may have paid for 
(A) taxes, special assessments, and water rates, which are liens prior 
to the mortgage; (B) insurance on the property; and (C) reasonable 
expenses for the completion and preservation of the property and any 
mortgage insurance premiums paid after default, less the sum of (1) 
that part of the amount of the principal obligation, that has been 
repaid by the mortgagor, (ii) an amount equivalent to 1 per centum 
of the unpaid amount of such principal obligation, and (iii) any net 
income received by the mortgagee from the property: Provided, That 
the mortgagee in the event of a default under the mortgage may, at its 
option and in accordance with regulations of, and in a period to be 
determined by, the Commissioner, proceed to foreclose on and obtain 
possession of or otherwise acquire such property from the mortgagor 
after default, and receive the benefits of the insurance as herein pro- 
vided, upon (1) the prompt conveyance to the Commissioner of title 
to the property which meets the requirements of the rules and regula- 
tions of the Commissioner in force at the time the mortgage was insured 
and which is evidenced in the manner prescribed by such rules and 
regulations, and (2) the assignment to him of all claims of the mort- 
gagee against the mortgagor or others, arising out of the mortgage 
transaction or foreclosure proceedings. except such claims that may 
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have been released with the consent of the Commissioner. Upon such 
conveyance and assignment, the obligation of the mortgagee to pay the 
premium charges for insurance shall cease and the mortgagee shall be 
entitled to receive the benefits of the insurance as provided in this 
subsection, except that in such event the 1 per centum deduction, set 
out in (ii) hereof, shall not apply. 

(h) The certificate of claim issued under this section shall be for an 
amount which the Commissioner determines to be sufficient, when 
added to the face value of the debentures issued and the cash adjust- 
ment paid to the mortgsyee, to equal the amount which the mortgagee 
would have received if, on the iste of the assignment, transfer and 
delivery to the Commissioner provided for in subsection (g), the 
eee had extinguished the mortgage indebtedness by payment 
in full of all obligations under the mortgage and a reasonable amount 
for necessary expenses incurred by the mortgagee in connection with 
the foreclosure proceedings, or the acquisition of the mortgaged prop- 
erty otherwise, and the conveyance thereof to the Commissioner. 
Each such certificate of claim shall provide that there shall accrue to 
the holder of such certificate with respect to the face amount of such 
certificate, an increment at the rate of 3 per centum per annum which 
shall not be compounded. If the net amount realized from the mort- 
gage, and all claims in connection therewith, so assigned, transferred, 
and delivered, and from the property covered by such mortgage and 
all claims in connection with such property after deducting all ex- 
penses incurred by the Commissioner in handling, dealing with, 
acquiring title to, and disposing of such mortgage and property and 
in collecting such claims, exceeds the face value of the debentures 
issued and the cash adjustment paid to the mortgagee plus all interest 
paid on such debentures, such excess shall be divided as follows: 

(1) If such excess is greater than the total amount payable under 
the certificate of claim issued in connection with such property, the 
Commissioner shall pay to the holder of such certificate the full amount 
so payable, and any excess remaining thereafter shall be retained by 
the Commissioner and credited to the Housing Insurance Fund; and 

(2) If such excess is equal to or less than the total amount payable 
under such certificate of claim, the Commissioner shall pay to the 
holder of such certificate the full amount of such excess. 

(i) Debentures issued under this section shall be executed in the 
name of the Housing Insurance-Fund as obligor, shall be signed b 
the Commissioner, by either his written or engraved signature, sha 
be negotiable, and shall be dated as of the date of default as deter- 
eae in subsection (g) of this section and shall bear interest from 
such date. They shall bear interest at a rate established by the Com- 
missioner pursuant to section 224, payable semiannually on the Ist 
day of January and the Ist day of July of each year, and shall mature 
twenty years after the date thereof. Such debentures as are issued 
in exchange for mortgages insured after the date of enactment of the 
National Housing Act iocuuioain of 1938 shall be exempt, both as 
to principal and interest, from all taxation (except surtaxes, estate 
inheritance, and gift taxes) now or hereafter imposed by the United 
States, by any Tostinces, dependency, or possession thereof, or by 
any State, county, municipality, or local taxing authority. They 
shall be paid out of the Housing Fund which shall be primarily liable 
therefor and they shall be fully and unconditionally guaranteed as to 
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rincipal and interest by the United States, and such guaranty shall 
. expressed on the face of the debentures. In the event the 
Housing Fund fails to pay upon demand, when due, the principal of 
or interest on any debentures so guaranteed, the Secretary of the 
Treasury shall pay to the holders the amount thereof which is hereby 
authorized to be appropriated, out of any money in the Treasury not 
otherwise appropriated, and thereupon, to the extent of the amount 
so paid, the Secretary of the Treasury shall succeed to all the rights 
of the holders of such debentures. 

(j) Debentures issued under this section shall be in such form and 
denominations in multiples of $50, shall be subject to such terms and 
conditions, and shall include such provision for redemption, if any, as 
may be prescribed by the Commissioner with the approval of the 
Secretary of the Treasury and may be in coupon or registered form. 
Any difference between the amount of debentures to which the mort- 
gagee is entitled under this section, and the aggregate face value of 
the debentures issued, not to exceed $50, shall be adjusted by the 
payment of cash by the Commissioner to the mortgagee from the 
Housing Fund. 

(k) The Commissioner is hereby authorized either to (1) acquire 
possession of and title to any property, covered by a mortgage insured 
under this section and assigned to him, by voluntary conveyance in 
extinguishment of the mortgage indebtedness, or (2) institute proceed- 
ings for foreclosure on the property covered by any such insured mort- 
gage and prosecute such proceedings to conclusion. The Commis- 
sioner shall so acquire possession of and title to the property by 


voluntary conveyance or institute foreclosure proceedings as provided 


in this section within a period of one year from the date on which any 
such mortgage becomes in default under its terms or under the regu- 
lations prescribed by the Commissioner: Provided, That the foregoing 
provisions shall not be construed in any manner to limit the power of 
the Commissioner to foreclose on the mortgaged property after the 
expiration of such period, or the right of the mortgagor to reinstate 
the mortgage by the payment, prior to the expiration of such period, 
of all delinquencies thereunder. The Commissioner at any sale under 
foreclosure may, in his discretion, for the protection of the Housing 
Fund, bid any sum up to but not in excess of the total unpaid indebted- 
ness secured by the mortgage, plus taxes, insurance, foreclosure costs, 
fees, and other expenses, and may become the purchaser of the prop- 
erty at such sale. The Commissioner is authorized to pay from the 
Housing Fund such sums as may be necessary to defray such taxes, 
insurance, costs, fees, and other expenses in connection with the acqui- 
sition or foreclosure of property under this section. Pending such 
acquisition by voluntary conveyance or by foreclosure, the Commis- 
sioner is authorized, with respect to any mortgage assigned to him 
under the provisions of subsection (g), to exercise all the rights of a 
mortgagee under such mortgage, including the right to sell such mort- 
gage, and to take such action and advance such sums as may be 
necessary to oa or protect the lien of such ee 

(1) Notwithstanding any other provisions of law relating to the 
acquisition, handling, or Risen of real and other property by the 
United States, the Commissioner shall also have power, for the protec- 
tion of the interests of the Housing Fund, to pay out of the Housing 
Fund all expenses or charges in connection with, and to deal with, 
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complete, reconstruct, rent, renovate, modernize, insure, make con- 
tracts for the management of, or establish suitable agencies for the 
management of, or sell for cash or credit or lease in his discretion, any 
property acquired by him under this section; and notwithstanding any 
other provision of law, the Commissioner shall also have power to 
pursue to final collection by way of compromise or otherwise all claims 
assigned and transferred to him in connection with the assignment, 
transfer, and delivery provided for in this section, and at any time, 
upon default, to foreclose on any property secured by any mortgage 
assigned and transferred to or held by him: Provided, That section 
3709 of the Revised Statutes shall not be construed to apply to any 
contract for hazard insurance, or to any purchase or contract for 
services or supplies on account of such property if the amount thereof 
does not exceed $1,000. 

(m) Premium charges, adjusted premium charges, and appraisal 
and other fees, received on account of the insurance of any mortgage 
insured under this section or section 210, the receipts derived from 
any such mortgage or claim assigned to the Commissioner and from 
any property acquired by the Commissioner, and all earnings on the 
assets of the Housing Fund, shall be credited to the Housing Fund. 
The principal of and interest paid and to be paid on debentures issued 
in exchange for any mortgage or property insured under this section 
or section 210, cash adjustments, and expenses incurred in the handling 
of such mortgages or property and in the foreclosure and collection of 
mortgages and claims assigned to the Commissioner under this section 
or section 210, shall be charged to the Housing Fund. 

(n) In the event that a mortgage insured under this section becomes 
in default through failure of the mortgagor to make any payment due 
under or provided to be paid by the terms of the mortgage and such 
mortgage continues in default for a period of thirty days, but the 
mortgagee does not foreclose on or otherwise acquire the property, or 
does not assign and transfer such mortgage and the credit instrument 
secured thereby to the Commissioner, in accordance with subsection 
(zg), and the Commissioner is given written notice thereof, or in the 
event that the mortgagor pays the obligation under the mortgage in 
full prior to the maturity thereof, and the mortgagee pays any adjusted 
premium charge required under the provisions of subsection (e), and 
the Commissioner is given written notice by the mortgagee of the pay- 
ment of such obligation, the obligation to pay the annual premium 
charge for insurance shall cease, and all rights of the mortgagee and 
the mortgagor under this section shall terminate as of the date of such 
notice. 

(o) The Commissioner, with the consent of the mortgagee and the 
mortgagor of a mortgage insured under this section prior to the date 
of enactment of the National Housing Act Amendments of 1938, shall 
be empowered to reissue such mortgage insurance in accordance with 
the provisions of this section as amended by such Act, and any such in- 
surance not so reissued shall not be affected by the enactment of such 
Act. 

(p) Moneys in the Housing Fund not needed for current operations 
of this section and section 210 shall be deposited with the Treasurer 
of the United States to the credit of the Housing Fund or invested in 
bonds or other obligations of, or in bonds or other obligations guaran- 
teed as to principal and interest by, the United States. The Commis- 
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sioner may, with the approval of the Secretary of the Treasury, pur- 
chase in the open market debentures issued under the provisions of 
this section and section 204. Such purchases shall be made at a price 
which will provide an investment yield of not less than the yield 
obtainable from other investments authorized by this subsection. 
Debentures so purchased shall be canceled and not reissued. 

(q) Repealed. 

(r) Notutthstanding any other provision of this Act, the Commissioner 
ts authorized to include in any mortgage insured under any title of this 
Act, after the effective date of the Housing Act of 1959, a provision requir- 
ing the mortgagor to pay a service charge to the Commissioner in the 
event such mortgage is assigned to and held by the Commissioner. Such 
service charge shall not exceed the amount prescribed by the Commissioner 


for mortgage insurance premiums applicable to such mortgage. 


TAXATION PROVISIONS 


Sec. 208. Nothing in this title shall be construed to exempt any 
real property acquired and held by the Commissioner under this title 
from taxation by any State or political subdivision thereof, to the 
same extent, according to its value, as other real property is taxed. 


STATISTICAL AND ECONOMIC SURVEYS 


Sec. 209. The Commissioner shall cause to be made such statistical 
surveys and legal and economic studies as he shall deem useful to 
guide the development of housing and the creation of a sound mort- 
gage market in the United States, and shall publish from time to 
time the results of such surveys and studies. Expenses of such 
studies and surveys, and expenses of publication and distribution of 
the results of such studies and surveys, shall be charged as a general 
expense of the Fund, the Housing Fund, and the Defense Housing 
Insurance Fund in such proportion as the Commissioner shall deter- 
mine. 


ADDITIONAL HOUSING INSURANCE 
Sec. 210. Repealed. 


RULES AND REGULATIONS 


Sec. 211. The Commissioner is authorized and directed to make 
such rules and regulations as may be necessary to carry out the pro- 
visions of this title. 

LABOR STANDARDS 


Src. 212. (a) The Commissioner shall not insure under section 207 
or section 210 of this title, or under section 608 of title VI, pursuant 
to any application for insurance filed subsequent to the effective date 
of this section, or under section 213 of this title, or under title VII 
pursuant to any application filed subsequent to sixty davs after the 
date of enactment of the Housing Act of 1950, or under section 803 or 
810 of title VIII, or under section 908 of title [X, a mortgage or invest- 
ment which covers property on which there is or is to be located a 
dwelling or dwellings, or a housing project, the construction of which 
was or is to be commenced subsequent to such date, unless the prin- 
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om contractor files a certificate or certificates (at such times, in course 
of construction or otherwise, as the Commissioner may prescribe) cer- 
tifying that the laborers and mechanics employed in the construction 
of the dwelling or dwellings or the housing project involved have been 
paid not less than the wages prevailing in the locality in which the work 
was performed for the corresponding classes of laborers and mechanics 
employed on construction of a similar character, as determined by the 
Secretary of Labor prior to the beginning of construction and after 
the date of the filing of the application for insurance. The provisions 
of this section shaltahee apply to the insurance of any mortgage under 
section 220 which covers property on which there is located a dwelling 
or dwellings designed principally for residential use for twelve or more 
families. The provisions of this section shall apply to the insurance under 
sectior 221 of any mortgage described in subsection (d)(4) thereof. The 
provisions of this section shall also apply to the insurance of any mortgage 
under section 231 or 232 except that compliance with such provisions may 
be waived by the Commissioner in cases or classes of cases where laborers 
or mechanics, not otherwise employed at any time on the project, volun- 
tarily donate their services without full compensation for the purpose of 
lowering the costs of construction and the Commissioner determines that 
any amounts thereby saved are fully credited to the nonprofit corporation, 
association, or other organization undertaking the construction. 

(b) The Commissioner is authorized to make such rules and regula- 
tions as may be necessary to carry out the provisions of this section. 

(c) There is hereby authorized to be appropriated for the remainder 
of the fiscal year ending June 30, 1939, and for each fiscal year there- 
after, asum sufficient to meet all necessary expenses of the Department 
of Labor in making the determinations provided for in subsection (a). 


COOPERATIVE HOUSING INSURANCE 


Sec. 213. (a) In addition to mortgages insured under section 207 
of this title, the Commissioner is authorized to insure mortgages as 
defined in section 207(a) of this title (including advances on such 
mortgages during construction), which cover property held by— 

(1) a nonprofit cooperative ownership housing corporation or 
nonprofit cooperative ownership housing trust, the permanent oc- 
cupancy of the dwellings of which is restricted to members of 
such corporation or to beneficiaries of such trust; 

(2) a nonprofit corporation or nonprofit trust organized for the 
purpose of construction of homes for members of the corporation 
or for beneficiaries of the trust; or 

(3) a mortgagor, approved by the Commissioner, which (A) has 
certified to the Commissioner, as a condition of obtaining the in- 
surance of a mortgage under this section, that upon completion of 
the property or project covered by such mortgage it intends to 
sell such property or project to a nonprofit corporation or non- 
profit trust of the character described in paragraph (1) of this 
subsection at the actual cost of such property or project as cer- 
tified pursuant to section 227 of this Act and will faithfully and 
diligently make and carry out all reasonable efforts to consum- 
mate such sale, and (B) shall be regulated or restricted by the 
‘Commissioner as to rents, charges, capital structure, rate of 
return, and methods of operation during any period while it 
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holds the mortgaged property or project; and for such purpose 
the Commissioner may make such contracts with, and acquire 
for not to exceed $100 such stock or interest in, any such mort- 
gagor as the Commissioner may deem necessary to render 
effective such restriction or regulation, such stock or interest to 
be paid for out of the Housing Fund and to be redeemed by such 
mortgagor at par upon the sale of such property or project to 
such nonprofit corporation or nonprofit trust. 


which corporations or trusts referred to in paragraphs (1) and (2) of 
this subsection are regulated or restricted for the purposes and in the 
manner provided in paragraphs numbered (1) and (2) of subsection 
(b) of section 207 of this title. 

(b) To be eligible for insurance under this section a mortgage on 
any property or project of a corporation or trust of the character de- 
scribed in paragraph numbered (1) of subsection (a) of this section 
shall involve a principal obligation in an amount— 

(1) not to exceed [$12,500,000] $20,000,000, or not to exceed 
$25,000,000 if the mortgage is executed by a mortgagor regulated 
or supervised under Federal or State laws or by political subdi- 
visions of States or agencies thereof, as to rents, charges, and 
methods of operations; and 

({(2) not to exceed, for such part of such property or projects as 
may be attributable to dwelling use, $2,250 per room (or $8,100 
per family unit if the number of rooms in such property or project 
is less than four per family unit), and not to exceed 90 per centum 
of the amount which the Commissioner estimates will be the 
replacement cost of the property or project when the proposed 
physical improvements are completed: Provided, That if at least 
50 per centum of the membership of the corporation or number of 
beneficiaries of the trust consists of veterans, the mortgage may 
involve a principal obligation not to exceed $2,375 per room (or 
$8,550 per family unit if the number of rooms in such property or 
project is less than four per family unit), and not to exceed 95 

er centum of the amount which the Commissioner estimates will 

e the replacement cost of the property or project which the 
proposed physical improvements are completed: Provided further, 
That as to projects which consist of elevator type structures, 
and to compensate for the higher costs incident to the construc- 
tion of elevator type structures of sound standards of construction 
and design, the Commissioner may, in his discretion, increase 
the aforesaid dollar amount limitations per room or per family unit 
(as may be applicable to the particular case) within the following 
limits: (i) $2,250 per room to not to exceed $2,700; (ii) $2,375 per 
room to not to exceed $2,850; (iii) $8.100 per family unit to not 
to exceed $8,400; and (iv) $8,550 per family unit to not to exceed 
$8,900; except that the Commissioner may, by regulation, in- 
crease any of the foregoing dollar amount limitations per room 
contained in this paragraph by not to exceed $1,000 per room in 
any geographical area where he finds that cost levels so require: 
Provded further, That in the case of a mortgagor of the character 
described in paragraph (3) of subsection (a) the mortgage shall 
involve a principa obtiastion in an amount not to exceed 85 per 
centum of the amount which the Commissioner estimates will be 
the replacement cost of the property or project when the proposed 
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physical improvements are completed: Provided further, That 
upon the sale of a property or project by a mortgagor of the char- 
acter described in paragraph (3) of subsection (a) to a nonprofit 
cooperative ownership housing corporation or trust within two 
years after the completion of such property or project, the mort- 
gage given to finance such sale shall involve a principal obligation 
in an amount not to exceed the maximum amount computed in 
accordance with this subsection without regard to the preceding 
proviso: And provided further, That for the purposes of this sec- 
tion the word “‘veteran”’ shall mean a person who has served in the 
active military or naval service of the United States at any time on 
or after April 6, 1917, and prior to November 12, 1918, or on or 
after September 16, 1940, and prior to July 26, 1947, or on or after 
June 27, 1950, and prior to February 1, 1955.] 

(2) not to exceed, for such part of the property or project as may be 
attributable to dwelling use $2,500 per room (or $9,000 per family 
unit if the number of rooms in such property or project is less than 
four per family unit), and not to exceed 97 per centum of the amount 
which the Commissioner estimates will be the replacement cost of the 
property or project when the proposed physical improvements are 
completed: Provided, That as to projects which consist of elevator- 
type structures the Commissioner may, in his discretion, increase 
the dollar amount limitation of $2,500 per room to not to exceed 
$3,000 per room ard the dullar amount limitation of $9,000 per 
family unit to not to exceed $9,400 per family unit, as the case may 
be, to compensate for the higher costs incident to the construction of 
elevator -type structures of sound standards of construction and design: 
Provided further, That the Commissioner may, by regulation, in- 
crease any of the foregoing dollar amount limitations by not to 
exceed $1,250 per room, without regard to the number of rooms 
being less than four, or four or more, in any geographical area 
where he finds that cost levels so require: Provided further, That in 
the case of a mortgagor of the character described in paragraph (8) 
of subsection (a) the mortgage shall involve a principal obligation 
in an amount not to exceed 90 per centum of the amount which the 
Commissioner estimates will be the replacement cost of the property 
or project when the proposed physical improvements are completed: 
And provided further, That upon the sale of a property or project 
by a mortgagor of the character described in paragraph (3) of sub- 
section (a) to a nonprofit cooperative ownership housing corporation 
or trust within two years after the completion of such property or 
project the mortgage given to finance such sale shall involve a princi- 
pal obligation in an amount not to exceed the maximum amount 
computed in accordance with this subsection without regard to the 
preceding proviso. 

(c) To be eligible for insurance under this section a mortgage on 
any property or project of a corporation or trust of the character 
described in paragraph numbered (2) of subsection (a) of this section 
shall involve a principal obligation in an amount not to exceed 
$12,500,000 and not to exceed the greater of the following amounts: 

(1) A sum computed on the basis of a separate mortgage for 
each single family dwelling (irrespective of whether such dwelling 
has a party wall or is otherwise chanmolly connected with another 
dwelling or dwellings) comprising the property or project, eaual 
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to the total of each of the maximum principal obligations of such 
mortgages which would meet the requirements of section 203(b) 
(2) of this Act if the mortgagor were the owner and occupant who 
had made any required payment on account of the property pre- 
scribed in such paragraph. 

(2) Asum equal to the maximum amount which does not exceed 
either of the limitations on the amount of the principal obligation 
of the mortgage prescribed by paragraph numbered (2) of sub- 
section (b) of this section. 

(d) Any mortgage insured under this section shall provide for com- 
plete amortization by periodic payments within such terms as the 
Commissioner may prescribe but not to exceed forty years from the 
beginning of amortization of the mortgage, and shall bear interest 
(exclusive of premium charges for insurance) at not to exceed [4%] 5% 
per centum per annum, except that individual mortgages insured 
pursuant to this subsection covering the individual dwellings in the 
project may bear interest at not to exceed [5] 5% per centum per 
annum on the amount of the principal obligation outstanding at any 
time. The Commissioner may consent to the release of a part or 
parts of the mortgaged property from the lien of the mortgage upon 
such terms and conditions as he may prescribe and the mortgage 
may provide for such release, and a mortgage on any project of a 
corporation or trust of the character described in paragraph numbered 
(2) of subsection (a) of this section may provide that, at any time after 
the completion of the construction of the project, such mortgage may 
be replaced, in whole or in part, by individual mortgages covering each 
individual dwelling in the project in amounts not to exceed the unpaid 
balance of the blanket mortgage allocable to the individual property. 
Each such individual mortgage may be insured under this section. 
[Property covered by a mortgage, insured under this section, on a prop- 
erty or project of a corporation or trust of the character described in 
paragraph numbered (1) of subsection (a) of this section may include 
eight or more family units and may include such commercial and com- 
munity facilities as the Commissioner deems adequate to serve the 
occupants.] Property held by a corporation or trust of the character 
described in paragraph numbered (2) of xubsection (a) of this section 
which is covered by a mortgage insured under this section may include 
such community facilities, and property held by a mortgagor of the 
character described in paragraph numbered (3) of subsection (a) of this 
section which is covered by a mortgage insured under this section may 
include such commercial and community facilities. as the Commissioner 
deems adequate to serve the occupants. 

(e) The provisions of subsections (d), (e), (g), (bh), (i), (j), (k), 
(1), (m), (n), and (p) of section 207 of this title shall be applicable to 
mortgages insured under this section except individual mortgages 
insured pursuant to subsection (d) of this section covering the indi- 
vidual dwellings in the project, and as to such individual mortgages 
the provisions of subsections (a), (c), (d), (e), (f), (g), (bh), [and (j)J 
(7), and (k) of section 204 shall be applicable. 

_ (f) The Commissioner is authorized, with respect to mortgages 
insured or to be insured under this section, to furnish technical advice 
and assistance in the organization of corporations or trusts of the char- 
acter described in subsection (a) of this section and in the planning, 
development, construction, and operation of their housing projects. 
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(g) Nothing in this Act shall be construed to prevent the insurance 
of a mortgage under this section covering a housing project designed 
for occupancy by single persons, and dwelling units in such a project 
shall constitute family units within the meaning of this section. 

(h) In the event that a mortgagor of the character described in 
paragraph (3) of subsection (a) obtains an insured mortgage loan 
pursuant to this section and fails to sell the property or project covered 
vy such mortgage to a nonprofit housing corporation or nonprofit hous- 
ing trust of the character described in paragraph (1) of subsection (a) 
hereof, such mortgagor shall not thereafter be eligible by reason of such 
paragraph (3) for insurance of any additional mortgage loans pursuant 
to this section. 

(i) Nothing in this Act shall be construed to prevent the insurance of 
a mortgage executed by a mortgagor of the character described in para- 
graph (1) of subsection (a) of this section covering property upon which 
dwelling units and related facilities have been constructed prior to the 
filing oy the application for mortgage insurance hereunder: Provided, 
That the Commissioner determines that the consumer interest is pro- 
tected and that the mortgagor will be a consumer cooperative. In the case 
of properties other than new construction, the limitations in this section 
upon the amount of the mortgage shall be based upon the appraised value 
of the property for continued use as a cooperative rather than upon the 

ommussioner’s estimate of the replacement cost. As to any project on 
which construction was commenced after the effective date of this subsec- 
tion, the mortgage on such project shall be eligible for insurance under 
this section only in those cases where the construction was subject to in- 
spection by the Commissioner and where there was compliance with the 
provisions of section 212 of this title. As to any project on which con- 
struction was commenced prior to the effective date of this subsection, such 
inspection, and compliance with the provisions of section 212 of this title, 
shall not be a prerequisite. 

Sec. 214. If the Federal Housing Commissioner finds that, because 
of higher costs prevailing in the Territory of Alaska, or in Guam or 
Hawaii it is not feasible to construct dwellings on property located in 
Alaska or in Guam or Hawaii without sacrifice of sound standards of 
construction, design, or livability, within the limitations as to maxi- 
mum or maxima mortgage amounts provided in this Act, the Commis- 
sioner may, by regulations or otherwise, prescribe, with respect to 
dollar amount, a higher maximum or maxima for the principal obliga- 
tion of mortgages insured under this Act covering property located in 
Alaska or in Guam or Hawaii in such amounts as he shall find necessary 
to compensate for such higher costs but not to exceed, in any event, the 
maximum or maxima otherwise applicable (including increased mort- 
gage amounts in geographical areas where cost levels so require) by more 
than one-half thereof. No mortgage with respect to a project or prop- 
erty in Alaska or in Guam or Hawaii shall be accepted for insurance 
under this Act unless the Commissioner finds that the project or prop- 
erty is an acceptable risk, giving consideration to the acute sprees 
shortage in Alaska or in Guam or Hawaii: Provided, That any suc 
mortgage may be insured or accepted for insurance without regard 
to any requirement in any other section of this Act that the Com- 
missioner finds the project or property to be economically sound 
or an acceptable risk. Notwithstanding any of the provisions of 
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this Act or any other law, the Alaska Housing Authority or the Gov- 
ernment of Guam or Hawaii or any agency or instrumentality thereof 
shall be eligible as mortgagor or mortgagee, as the case may be, for 
any of the purposes of mortgage insurance under the provisions of 
this Act. Upon application by the mortgagee (1) where the mort- 
gagor is regulated or restricted pursuant to the last sentence of this 
section or (2) where the Alaska Housing Authority or the Government 
of Guam or Hawaii or any agency or instrumentality thereof is the 
mortgagor or mortgagee, for the insurance of a mortgage under any 
provisions of this Act, the Commissioner is authorized to insure the 
mortgage (including advances thereon where otherwise authorized), 
and to make commitments for the insuring of any such mortgages 
prior to the date of their execution or disbursement thereon, under 
such provisions (and this section) without regard to any requirement 
that the mortgagor shall be the owner and occupant of the property 
or shall have paid a prescribed amount on account of such property. 
Without limiting the authority of the Commissioner under any other 
provision of law, the Commissioner is as authorized, with respect 
to any mortgagor in such case (except where the Alaska Housing 
Authority is the mortgagor or mortgagee), to require the mortgagor to 
be regulated or restricted as to rents or sales, charges, capital structure, 
rate of return, and methods of operation to such an extent and in such 
manner as the Commissioner determines advisable to provide reason- 
able rentals and sales prices and a reasonable return on the 
investment. 
ISSUANCE OF COMMITMENTS 


Src. 215. ‘The Commissioner is hereby authorized to process appli- 
cations and issue commitments with respect to insurance of mortgages 
under section 8 of title I, title II, title VI, title VIII, or title LX of this 
Act, even though the permanent mortgage financing may not be in- 
sured under this Act, and in the event the mortgage is not so insured 
the Commissioner is authorized to charge an additional application 
fee determined by him to be reasonable. The Commissioner is au- 
thorized to make such rules and regulations as may be necessary to 
carry out the provisions of this section. 


WAIVER OF OCCUPANCY REQUIREMENTS FOR SERVICEMEN 


Sec. 216. The Commissioner is hereby authorized to insure any 
mortgage otherwise eligible for insurance under any of the provisions 
of this Act without regard to any requirement that the mortgagor be 
the occupant of the property at the time of insurance, where the Com- 
missioner is satisfied that the inability of the mortgagor to occupy the 
property is by reason of his entry into military service subsequent to 
the filing of an application for insurance and the mortgagor expresses 
an intent to occupy the property upon his discharge from military 
service. 


GENERAL MORTGAGE INSURANCE AUTHORIZATION 


Sec. 217. Notwithstanding limitations contained in any other sec- 
tion of this Act on the aggregate amount of principal obligations of 
mortgages or loans which may be insured (or insured and outstandin 
at any one time), the aggregate amount of principal obligations of all 
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mortgages which may be insured and outstanding at any one time 
under insurance contracts or commitments to insure pursuant to an 
section or title of this Act (except section 2 and section 803) shall not 
exceed the sum of (a) the outstanding principal balances, as of July 1, 
1956, of all insured mortgages (as estimated by the Commissioner 
based on scheduled amortization payments without taking into 
account prepayments or delinquencies), (b) the principal amount of 
all outstanding commitments to insure on that date, and (c) [$7,000,- 
000,000] $15 ,000,000,000. 

It is the intent and purpose of this section to consolidate and merge 
all existing mortgage insurance authorizations or existing limitations 
with respect to any section or title of this Act (except section 2 and 
section 803) into one general insurance authorization to take the place 
of all existing authorizations or limitations. 

It is further the intent and purpose of this section to limit by law the 
aggregate amount of the balances of insured mortgages and the principal 
amount of all commitments to insure which may be outstanding under 
this Act (except section 2 and section 803). In the administration of this 
Act the Commissioner shall not hereafter enter into any type of agreement 
or other undertaking to insure a mortgage if a commitment to insure such 
mortgage would be unlawful under the limit so established. 

[Sxc. 218. In any case where an application for mortgage insurance 
under section 608 of this Act was received by the Federal Housing 
Commissioner on or before March 1, 1950, and a commitment to insure 
was issued by said Commissioner in accordance therewith any mort- 
gagee who, prior the expiration of such commitment, applied for 
insurance of a mortgage under section 207 of this Act with respect to 
the same property or project shall receive credit for all application 
fees paid in connection with the prior application: Provided, That 
nothing therein shall constitute a waiver of any requirements other- 
wise applicable to the insurance of mortgages under section 207 of 
this Act.] 

Src. 219. Notwithstanding limitations contained in any other sec- 
tions of this Act as to the use of moneys credited to the Title I Housing 
Insurance Fund, the Housing Insurance Fund, the War Housing In- 
surance Fund, the Housing Investment Insurance Fund, the Military 
Housing Insurance Fund, the Defense Housing Insurance Fund, the 
Section 220 Housing Insurance Fund, the Section 221 Housing Insur- 
ance Fund, or the Servicemen’s Mortgage Insurance Fund, the Com- 
missioner is hereby authorized to transfer funds from any one or more 
of such Insurance Funds to any other such Fund in such amounts and 
at such times as the Commissioner may determine, taking into con- 
sideration the requirements of such Funds, separately and jointly to 
carry out effectively the insurance programs for which such Funds were 
established. 
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REHABILITATION AND NEIGHBORHOOD CONSERVATION HOUSING 
INSURANCE 


Sec. 220. (a) The purpose of this section is to aid in the elimination 
of slums and blighted conditions and the prevention of the deteriora- 
tion of residential property by supplementing the insurance of mort- 
gages under sections 203 and 207 of this title with a system of mort- 
gage insurance designed to assist the financing required for the 
rehabilitation of existing dwelling accommodations and the con- 
struction of new dwelling accommodations where such dwellin 
accommodations are located in an area referred to in paragraph ( 15 
of subsection (d) of this section. 

(b) The Commissioner is authorized, upon application by the 
mortgagee, to insure, as hereinafter provided, any mortgage (includ- 
ing advances during construction on mortgages covering property 
of the character described in paragraph (3)(B) of subsection (d) of 
this section) which is eligible for insurance as hereinafter provided, 
and, upon such terms and conditions as he may prescribe, to make 
commitments for the insurance of such mortgages prior to the date 
of their execution or disbursement thereon. 

(c) As used in this section, the terms ‘‘mortgage,”’ “‘first mortgage,”’ 
“mortgagee,’’ ‘‘mortgagor,’’ ‘‘maturity date,’’ and “‘State’’ shall have 
the same meaning as in section 201 of this Act. 

(d) To be eligible for insurance under this section a mortgage shall 
meet the following conditions: 

(1) The mortgaged property shall— 

(A) be located in (i) the area of a slum clearance and urban 
redevelopment project covered by a Federal-aid contract executed 
Or a prior approval granted, pursuant to title | of the Housing 
Act of 1949 before the effective date of the Housing Act of 1954, 
or (ii) an urban renewal area (as defined in title | of the Housing 
Act of 1949, as amended) in a community respecting which the 
Housing and Home Finance Administrator has made the certi- 
fication to the Commissioner provided for by section 101(c) of 
the Housing Act of 1949. as amended, or (iii) the area of an urban 
renewal project assisted under section 111 of the Housing Act of 
1949, as amended: Promded, That, in the case of an area within 
the purview of clause (i) or (ii) of this subparagraph a redevelop- 
ment plan or an urban renewal plan (as defined in title | of the 
Housing Act of 1949, as amended), as the case may be, has been 
approved for such area by the governing body of the locality 
involved and by the Housing nak Home Finance Administrator, 
and the Administrator has certified to the Commissioner that 
such plan conforms to a general plan for the locality as a whole 
and that there exist the necessary authority and financial capacity 
to assure the completion of such redevelopment or urban renewal 
plan: And provided further, That, in the case of an area within the 
purview of clause (iii) of this subparagraph, an urban renewal 
oe (as required for pragaety assisted under such section 111) 
1as been approved for such area by such governing body and by 
the Administrator, and the Administrator has certified to the 
Commissioner that such plan conforms to definite local objectives 
respecting appropriate land uses, improved traffic, public trans- 
portation, public utilities, recreational and community facilities, 
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and other public improvements, and that there exist the necessar 
authority and financial capacity to assure the completion of aaa 
urban renewal plan, and 

(B) meet such standards and conditions as the Commissioner 
shall prescribe to establish the acceptability of such property for 
mortgage insurance under this section. 

(2) The mortgaged property shall be held by— 

(A) a mortgagor approved by the Commissioner, and the Com- 
missioner may in his discretion require such mortgagor to be regu- 
lated or restricted as to rents or sales, charges, capital structure, 
rate of return and methods of operation, and for such purpose the 
Commissioner may make such contracts with and acquire for not 
to exceed $100 stock or interest in any such mortgagor as the Com- 
missioner may deem necessary to render effective such restriction 
or regulations. Such stock or interest shall be paid for out of the 
Section 220 Housing Insurance Fund and shall be redeemed by 
the mortgagor at par upon the termination of all obligations of the 
Commissioner under the insurance; or 

(B) by Federal or State instrumentalities, municipal corporate 
instrumentalities of one or more States, or limited dividend or re- 
development or housing corporations restricted by Federal or 
State an or regulations of State banking or insurance depart- 
ments as to rents, charges, capital structure, rate of return, or 
methods of operation. 

(3) The mortgage shall— 

(A)(i) [involve a principal obligation (including such initial 
service charges, appraisal, inspection, and other fees as the 
Commissioner shall approve) in an amount not to exceed 
$20,000 in the case of property upon which there is located a 
dwelling designed principally for a one- or two-family residence; 
or $27,500 in the case of a three-family residence;] involve a 
principal obligation (including such initial service charges, appraisal, 
unspection, and other fees as the Commissioner shall approve) in an 
amount not to exceed $22,500 in the case of property upon which 
there is located a dwelling designed principally for a one-family 
residence; or $25,000 in the case of a two-family residence; or 
$30,000 in the case of a three-family residence or $35,000 in the case 
of a four-family residence; or in the case of a dwelling designed 
principally for residential use for more than four families (but 
not exceeding such additional number of family units 
as the Commissioner may prescribe) $35,000 plus not to exceed 
$7,000 for each additional family unit in excess of four located 
on such property; and not to exceed an amount equal to 
the sum of (1) 97 per centum (but, in any case where the 
dwelling is not approved for mortgage insurance prior to 
the beginning of construction, unless the construction of the 
dwelling was completed more than one year prior to the applica- 
tion for mortgage insurance, 90 per centum) of $13,500 of the 
Commissioner’s estimate of replacement cost of the property, as 
of the date the mortgage is accepted for insurance, (2) [85] 90 
per centum of such replacement cost in excess of $13,500 but not 
in excess of [$16,000] $18,000 (3) 70 per centum of such replace- 
ment cost in excess of [$16,000] $18,000: Provided, That in the 
case of properties other than new construction, the foregoing 
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limitations — the amount of the mortgage shall be based upon 
appraised value rather than upon the Commissioner’s estimate of 
the replacement cost; 

(ii) in the case of a mortgagor who is not the occupant of the 
property, have a principal obligation not in excess of an amount 
equal to 85 per centum of the amount computed under the provi- 
sions of clause (i): Provided, That such 85 per centum limitation 
shall not be applicable of the mortgagor and mortgagee assume re- 
sponsibility in a manner satisfactory to the Commissioner for the 
reduction of the mortgage by an amount not less than 15 per centum 
of the outstanding principal amount thereof in the event the mortgaged 
property is not, prior to the due date of the eighteenth amortization 
payment of the mortgage, sold to a purchaser acceptable to the Com- 
missioner who is the occupant of the property and who assumes and 
agrees to pay the mortgage indebtedness; or 

(B)(i) not exceed [$12,500,000] $20, 000,000 or, if executed by 
& mortgagor coming within the provisions of paragraph (2)(B) of 
this subsection (d), not exceed $50,000,000; and 

(ii) not exceed 90 per centum of the ameunt which the Com- 
missioner estimates will be the replacement cost of the property 
or project when the papas improvements are completed (the 
replacement cost of the property or project may include the land, 


the proposed physical improvements, utilities within the bound- 
aries of the property or project, architect’s fees, taxes, and interest 
during construction, and other miscellaneous charges incident to 
construction and approved by the Commissioner, and shall includr 
an allowance for builder’s and sponsor’s profit and risk of 10 pee 
centum of all of the foregoing items except the land unless the 


Commissioner, after certification that such allowance is unreason- 
able, shall by regulation prescribe a lesser percentage): Provided, 
That in the case of properties other than new construction, the 
foregoing limitation upon the amount of the mortgage shall be 
based upon appraised value rather than upon the Commissioner’s 
estimate of the replacement cost; [an 

(iii) not exceed, for such part of oak property or project as 
may be attributable to dwelling use (excluding exterior land im- 
provements as defined by the Commissioner), [$2,250] $2,500 per 
room (or [$8,100] $9,000 per family unit if the number of rooms 
in such property or project is less than four per family unit): 
Provided, That as to projects to consist of elevator-type structures, 
the Commissioner may, in his discretion, increase the dollar 
amount limitation of [$2,250] $2,500 per room to not to exceed 
[$2,700] $3,000 per room and the dollar amount limitation of 
[$8,100] $9,000 per family unit to not to exceed [$8,400] 
$9,400 per family unit, as the case may be, to compensate for 
the higher costs incident to the construction of elevator-type 
structures of sound standards of construction and design: Pro- 
vided further, That the Commissioner may, by regulation, in- 
crease any of the foregoing dollar amount Tolvetione by not to 
exceed [$1,000] $1,250 per room without regard to the number 
of rooms being ess than our, or four or more, in any ——— 
area where he finds that cost levels so require: 
further, That nothing contained in this paragraph mB aha 
preclude the insurance of mortgages covering existing multi- 
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family dwellings to be rehabilitated or reconstructed for the 
purposes set forth in subsection (a) of this section [.] ; and 

(tv) include such nondwelling facilities as the Commissioner 
deems adequate to serve the needs of the occupants of the property 
and of other housing in the neighborhood. 

(4) The mortgage shall provide for complete amortization by peri- 
odic payments within such terms as the Commissioner may prescribe, 
but as to mortgages coming within the provisions of paragraph (3) (A) 
of this subsection (d) not to exceed the maximum maturity prescribed 
by the provisions of section 203(b)(3). The mortgage shall bear 
interest (exclusive of premium charges for insurance and service 
charge, if any) at not to exceed 5 per centum per annum on the 
amount of the principal obligation outstanding at any time, or not to 
exceed such per centum per annum not in excess of 6 per centum as 
the Commissioner finds necessary to meet the mortgage market; 
contain such terms and provisions with respect to the application of 
the mortgagor’s periodic payment to amortization of the principal of 
the mortgage, insurance, repairs, alterations, payment of taxes, 
default reserves, delinquency charges, foreclosure proceedings, antici- 
pation of maturity, additional and secondary liens, and other matters 
as the Commissioner may in his discretion prescribe. 

(e) The Commissioner may at any time, under such terms and con- 
ditions as he may prescribe, consent to the release of the mortgagor 
from his liability under the mortgage or the credit instrument secured 
thereby, or consent to the release of parts of the mortgaged property 
from the lien of the mortgage. 

(f) The mortgagee shall be entitled to receive the benefits of the 
insurance as hereinafter provided— 


(1) as to mortgages meeting the requirements of paragraph (3) 
(A) of subsection (d) of this section, as provided in section 204(a) 
of this Act with respect to mortgages insured under section 203; 
and ‘Od Gent. of subsections (b), (c), (d), (e), (f), (g), (bh), 


[and (j)] (3), and (k) of section 204 of this Act shall be applicable 
to al mortgages insured under this section, except that all 
references therein to the Mutual Mortgage Insurance Fund or 
the Fund shall be construed to refer to the Section 220 Housing 
Insurance Fund and all references therein to section 203 shall be 
construed to refer to this section; or 

(2) as to mortgages meeting the requirements of paragraph 
(3)(B) of subsection (d) of this section, as provided in section 
207(g) of this Act with respect to mortgages insured under said 
section 207, and the provisions of subsections (h), (i), (j), (k), and 
(1) of section 207 of this Act shall be applicable to such mortgages 
insured under this section, and all references therein to the 
Housing Insurance Fund or the Housing Fund shall be construed 
to refer to the Section 220 Housing Insurance Fund. 

(zg) There is hereby created a Section 220 Housing Insurance Fund 
which shall be used by the Commissioner as a revolving fund for carry- 
ing out the provisions of this section, and the Commissioner is hereby 
authorized to transfer to such Fund the sum of $1,000,000 from the 
War Housing Insurance Fund established pursuant to the provisions of 
section 602 of this Act. General expenses of operation of the Federal 
Housing Administration under this section may be charged to the 
Section 220 Housing Insurance Fund. 
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Moneys in the Section 220 Housing Insurance Fund not needed for 
the current operations of the Federal Housing Administration under 
this section shall be deposited with the Treasurer of the United States 
to the credit of such Fund, or invested in bonds or other obligations of, 
or in bonds or other obligations guaranteed as to principal and interest 
by, the United States. The Commissioner may, with the approval of 
the Secretary of the Treasury, purchase in the open market debentures 
issued under the provisions of this section. Such purchases shall be 
made at a price which will provide an investment yield of not less than 
the yield cbaninalla from other investments authorized by this section. 
Debentures so purchased shall be canceled and not reissued. 

Premium charges, adjusted premium charges, and appraisal and 
other fees received on account of the insurance of any mortgage 
accepted for insurance under this section, the receipts derived from the 
property covered by such mortgage and claims assigned to the Com- 
missioner in connection therewith shall be credited to the Section 220 
Housing Insurance Fund. The principal of, and interest paid and 
to be paid on, debentures issued under this section, cash adjustments, 
and expenses incurred in the handling, management, renovation, and 
disposal of properties acquired under this section shall be charged to 
such Fund. 

Src. 221. (a) This section is designed to supplement systems of 
mortgage insurance under other provisions of the National Housin 
Act in order to assist (1) in relocating families from urban renewa 
[areas and] areas, (2) in relocating families to be displaced as the 
result of governmental action in a community respecting which [(1)] 
(A) the Housing and Home Finance Administrator has made the 
certification to the Commissioner provided for by subsection 101 (c) 
of the Housing Act of 1949, as amended, or [(2)] (B) there is being 
carried out a project covered by a Federal aid contract executed, or 
prior approval granted, by the Housing and Home Finance Adminis- 
trator under title I of the Housing Act of 1949, as amended, before 
the effective date of the Housing Act of 1954, or [(3)] (C) there is 
being carried out an urban renewal project assisted under section 111 
of the Housing Act of 1949, as amended, and (3) in relocating families 
residing in the environs of a community described in clause (2) which are 
to be displaced as the result of governmental action. 

Mortgage insurance under this section shall be available only in 
those localities or communities] localities, communities, or environs 


of communities, which shall have requested such mortgage insurance 
to be provided: Provided, That the Commissioner shall prescribe such 
procedures as in his judgment are necessary to secure to the families, 
referred to above, a preference or priority of oppress to purchase 


or rent such dwelling units: Provided further, That the total number 
of dwelling units in properties covered by mortgage insurance under 
this section in or near any such community shall not exceed the ag- 
Freeate number of such dwelling units which the Housing and Home 
‘inance Administrator, from time to time, certifies to the Commis- 
sioner to be needed for the relocation of families referred to above 
and who would be eligible to rent or purchase dwelling accommo- 
dations in properties covered by mortgage insurance authorized by 
this section: Promded further, That with respect to any community 
referred to in clause [(1)] (2)(A) of this subsection, said Adminis- 
trator shall not certify any dwelling units during any period when, in 
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his opinion, the locality fails to carry out the workable program upon 
which said Administrator based the certification to the Commissioner 
that mortgage insurance under this section may be made available in 
such community: And provided further, That with respect to any com- 
munity referred to in clause [(2)] (2)(B) or [(3)] (2)(C) of this sub- 
section (but not clause [(1)] (2)(A) thereof), the number of dwelling 
units certified by said Administrator shall not exceed the number 
which he estimates to be needed for the relocation of such displaced 
families during the period when the project referred to in said clause 
£(2)] (2)(B) or [(3)] (2)(C) is being carried out. 

(b e Commissioner is authorized, upon application by the mort- 
gagee, to insure under this section as hereinafter provided any mort- 
gage which is eligible for insurance as provided herein and, upon such 
terms and conditions as the Commissioner may prescribe, to make 
commitments for the insurance of such mortgages prior to the date of 
their execution or disbursement thereon. 

(c) As used in this section, the terms ‘‘mortgage’’, ‘‘first mortgage”, 
“mortgagee”, “‘mortgagor’”’, “maturity date” and ‘State’ shall have 
the same meaning as in section 201 of this Act. 

: @) To be eligible for insurance under this section, a mortgage 
8 — 

(1) have been made to and be held by a mortgagee approved by 
the Commissioner as responsible and able to service the mortgage 
properly ; 

re) involve a principal obligation (including such initial serv- 
ice charges, appraisal, inspection, and other fees as the Commis- 
sioner shall approve) in an amount not to exceed $9,000 except 
that the Commissioner may by regulation increase this amount 
to not to exceed $10,000 in any geographical area where he 
finds that cost levels so require, and not to exceed the appraised 
value (as of the date the mortgage is accepted for insurance) of 
a property upon which there is located a dwelling designed prin- 
cipally for a single-family residence, less such amount as may be 
necessary to comply with the succeeding proviso: Provided, That 
the mortgagor shall be the owner and occupant of the property 
at the time of the insurance and shall have paid on account of 
the property at least $200 in cash or its aehvehein (which amount 
may include amounts to cover settlement costs and initial pay- 
ments for taxes, hazard insurance, mortgage insurance premium, 
and other prepaid expenses): Provided further, That nothing con- 
tained herein shall preclude the Commissioner from issuing & 
commitment to insure and insuring a mortgage pursuant thereto 
where the mortgagor is not the owner and occupant and the 

roperty is to be built or acquired and repaired or rehabilitated 
or sale and the insured mortgage financing is required to facili- 
tate the construction or the repair or rehabilitation of the dwelling 
and provide financing pending the subsequent sale thereof to & 
qualified owner-occupant, wn in such instances the mortgage 
shall not exceed 85 per centum of the appraised value; or] 

(2) be secured by property upon which there is located a dwelling 
conforming to applicable standards prescribed by the Commissioner 
under subsection (f) of this section, and meeting the requirements of 
all State laws, or local ordinances or regulations, relating to the public 
health or safety, zoning, or otherwise, which may be applicable thereto 
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and shall involve a principal obligation (including such initial service 
charges, appraisal, inspection, and other fees as the Commissioner 
shall approve) in an amount (A) not to exceed (i) $9,000 in the case 
of a property upon which there is located a dwelling designed princi- 
pally for a single-family residence, except that the Commissioner may 
by regulation increase this amount to not to exceed $12,000 in any 
geographical area where he finds that cost levels so require, (ii) 18,000 
in the case of a property upon which there is located a dwelling de- 
signed principally for a two-family residence, ercept that the Commis- 
sioner may by regulation increase this amount to not to exceed $20,000 
in any geographical area where he finds that cost levels so require, 
(iii) $25,000 in the case of a property upon which there is located a 
dwelling designed principally for a three-famziy residence, except that 
the Commissioner may by regulation inerzase this amount to not to 
exceed $27,500 in any geographical area where he finds that cost levels 
so require, (iv) $32,000 in the case of a property upon which there is 
located a dwelling designed principally for a four-family residence, 
except that the Commissioner may by regulation increase this amount 
to not to exceed $35,000 in any geographical area where he finds that 
cost levels so require; and (B) not to exceed the appraised value (as of 
the date the mortgage is accepted for insurance) of any such property, 
less such amount, tn the case of any mortgagor, as may be necessary 
to comply with the succeeding provisos: Provided, That if the mort- 
gagor ws the owner and an occupant of the property at the time of the 
insurance, he shall have paid von account of the property at least 
(i) $200 in the case of a single-family dwelling, (ii) $400 in the case 
of a two-family dwelling, (i211) $600 in the case of three-family dwell- 
ing, and (iv) $800 in the case of a four-family dwelling, in cash or its 
equivalent, which amount may include amounts to cover settlement 
costs and initial payments for taxes, hazard insurance, mortgage in- 
surance premium, and other prepaid expenses: Provided further, That 
nothing contained herein shall preclude the Commissioner from issu- 
ing a commitment to insure, and insuring a mortgage pursuant 
thereto, where the mortgagor is not the owner and an occupant of the 
property, if the property is to be built or acquired and repaired or 
rehabilitated for sale, and the insured mortgage financing is required 
to facilitate the construction, or the repair or rehabilitation, of the 
dwelling and to provide financing pending the subsequent sale thereof 
to a qualified owner who is also an occupant thereof, but in such 
instances the mortgage shall not exceed 85 per centum of the appraised 
value: And provided further, That the Commissioner shall prescribe 
such procedures as in his judgment are necessary to secure to families, 
referred to in subsection (a) above, priorities in occupancy of the re- 
maining units of two-, three-, and four-family dwellings after occu- 
pancy of one unit by the owner; or 

(3) if executed by a mortgagor which is a private nonprofit 
corporation or association or other acceptable private nonprofit 
organization, regulated or supervised under Federal or State laws 
or by political subdivisions of States or agencies thereof or the 
Federal Housing Commissioner, as to rents, charges, and methods 
of operation, in such form and in such manner as, in the opinion 
of the Commissioner, will effectuate the purposes of this section, 
the mortgage may involve a principal obligation not in excess of 
$12,500,000; and not in excess of $9000 per family unit for 


59000 Res., Vol. 6—S. Rept. 924, 86-1, O-61—5 








62 


HOUSING ACT OF 1959 


such part of such property or project as may be attributable 
to dwelling use, except that the Commissioner may by regu- 
lation increase this amount to not to exceed [$10,000] $12,000 
in any geographical area where he finds that cost levels se 
require, and [not in excess of the Commissioner’s estimate of 
the value of the property or project when constructed, or repaired 
and rehabilitated, for use as rental accommodations for ten or 
more families eligible for occupancy as provided in this section; 
and] not in excess of (1) in the case of new construction, the amount 
which the Commisswner estimates will be the replacement cost of the 
property or project when the proposed improvements are completed 
(the replacement cost may include the land, the proposed physical 
improvements, utilities within the boundaries of the land, architect's 
fees, taxes, interest during construction, and other miscellaneous 
charges incident to construction and approved by the Commissioner), 
or (2) in the case of repair and rehabilitation, the Commissioner’s 
estimate of the value of the property when the proposed repair and 
rehabilitation is completed: Provided, That such property or project, 
when constructed, or repaired and rehabilitated, shall be for use as 
rental accommodations for ten or more families eligible for occupancy 
as provided in this section; or 

4) If executed by a mortgagor which is not a nonprofit organ- 
ization, and which is approved by the Commissioner— 

(t) not exceed $12,500,000; 

(iz) not exceed $9,000 per family unit for such part of such 
property or project as may be attributable to dwelling use, 
except that the Commissioner may by regulation increase this 
amount to not exceed $12,000 in any geographical area where 
he finds that cost levels so require: 

(ii7) not exceed (in the case of a property or project appreved 
for mortgage insurance prior to the beginning of construction) 
90 per centum of the amount which the Commissioner estimates 
will be the replacement cost of the property or project when the 
proposed improvements are completed (the replacement cost may 
include the land, the proposed physical improvements, utilities 
within the boundaries of the land, architect’s fees, taxes, interest 
during construction, and other miscellaneous charges incident 
to construction and approved by the Commissioner, and shall 
include an allowance for builder’s and sponsor’s profit and 
risk of 10 per centum of all of the foregoing items, except the 
land, unless the Commissioner, after certification that such 
allowance is unreasonable, shall by regulation prescribe a lesser 
percentage) ; and 

(iv) not exceed 90 per centum of the Commissioner’s estimate 
of the value of the property or project when the proposed repair 
and rehabilitation is completed if the proceeds of the mortgage 
are to be used for the repair and rehabilitation of a property or 
project: 


Provided, That such property or project when constructed, or repaired 
and rehabilitated, shall be for use as rental accommodations for ten 
or more families eligible for occupancy as provided in this section: 
And provided further, That the Commissioner may, in his discretion, 
require the mortgagor to be regulated or restricted as to rents or sales, 
charges, capital structure, rate of return, and methods of operation, 
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and for such purpose the Commissioner may make such contracts 
with and acquire for not to erceed $100 such stock or interest in any 
such ve oa as the Commissioner may deem necessary to render 
effective such restrictions or regulations, with such stock or interest 
being paid for out of the Section 221 Housing Insurance Fund and 
being required to be redeemed by the mortgagor at par upon the 
termination of all obligations of the Commissioner under the insur- 
ance; and 

[(4)] (6) provide for complete amortization by periodic pay- 
ments within such terms as the Commissioner may prescribe, but 
not to exceed forty years from the date of insurance of the mort- 
gage or three-quarters of the Commissioner’s estimate of the 
remaining economic life of the building improvements, whichever 
is the lesser; bear interest (exclusive of premium charges for 
insurance and service charge, if any) at not to exceed 5 per centum 
per annum on the amount of the principal obligation outstanding 
at any time, or not to exceed such per centum per annum not in 
excess of 6 per centum as the Commissioner finds necessary to 
meet the mortgage market; and contain such terms and provisions 
with respect to the application of the mortgagor’s periodic 
payment to amortization of the principal of the mortgage, 
insurance, repairs, alterations, payment of taxes, default reserves, 
delinquency charges. foreclosure proceedings, anticipation of 
maturity, additional and secondary liens, and other matters as 
the Commissioner may in his discretion prescribe. 

(e) The Commissioner may at any time. under such terms and condi- 
uuons as he may prescribe, consent to the release of the mortgagor from 
his liability under the mortgage or the credit instrument secured 
thereby, or consent to the release of parts of the mortgaged property 
from the lien of the mortgage. 

(f) The property or project shall comply with such standards and 
conditions as the Commissioner may prescribe to establish the accept- 
ability of such property for mortgage insurance and may include such 
commercial and community facilities as the Commissioner deems adequate 
to serve the occupants. 

(g) The mortgagee shall be entitled to receive the benefits of the 
insurance as hereinafter provided— 

(1) as to mortgages meeting the requirements of paragraph (2) 
of subsection (d) of this section, as provided in section 204(a) of 
this Act with respect to mortgages insured under section 203, and 
the provisions of subsections (b), (c), (d), (e), (f), (g), (bh), [and 
(j)J (7), and (k) of section 204 of this Act shall be applicable to 
such mortgages insured under this section, except that all refer- 
ences therein to the Mutual Mortgage Insurance Fund or the 
Fund shall be construed to refer to the Section 221 Housing 
Insurance Fund and all references therein to section 203 shall be 
construed to refer to this section; or 

(2) as to mortgages meeting the requirements of [paragraph 
(3)] paragraph (3) or (4) of subsection (d) of this section, as 
provided in section 207(g) of this Act with respect to mortgages 
insured under said section 207, and the provisions of subsections 
(h), (i), (j), (kK), and (1) of section 207 of this Act shall be applicable 
to such mortgages insured under this section, and all references 
therein to the Housing Insurance Fund or the Housing Fund 
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shall be construed to refer to the Section 221 Housing Insurance 
Fund; or 

(3) in the event any mortgage insured under this section is not 

in default at the expiration of twenty years from the date the 

mortgage was endorsed for insurance, the mortgagee shall, within 

a period thereafter to be determined by the Commissioner, have 

the option to assign, transfer, and deliver to the Commissioner 

the original credit instrument and the mortgage securing the same 

and receive the benefits of the insurance as hereinafter provided 

in this paragraph, upon compliance with such requirements and 

conditions as to the validity of the mortgage as a first tien and 

such other matters as may be prescribed by the Commissioner at 

the time the loan is endorsed for insurance. Upon such assign- 

ment, transfer, and delivery the obligation of the morgtagee to 

pay the premium charges for insurance shall cease, and the Com- 

missioner shall, subject to the cash adjustment provided herein, 

issue to the mortgagee debentures having a total face value equal 

to the amount of the original principal obligation of the mortgage 

which was unpaid on the date of the assignment, plus accrued 

interest to such date. Debentures issued pursuant to this para- 

graph (3) shall be issued in the same manner and subject to the 

same terms and conditions as debentures issued under paragraph 

(1) of this subsection, except that the debentures issued pursuant 

to this paragraph (3) shall be dated as of the date the mortgage 

is assigned to the Commissioner, shall mature ten years after 

such date, and shall bear interest from such date at the going 

Federa! rate determined at the time of issuance. The term 

*‘soing Federal rate’ as used herein means the annual rate of 

interest which the Secretary of the Treasury shall specify as 

applicable to the six-month period (consisting of January through 

June or July through December) which includes the issuance date 

of such debentures, which applicable rate for each six-month 

period shall be determined by the Secretary of the Treasury by 

estimating the average yield to maturity, on the basis of daily 

closing market bid quotations or prices during the month of May 

or the month of November, as the case may be, next preceding 

such six-month. period, on all outstanding marketable obligations 

of the United States having a maturity date of eight to twelve 

years from the first day of such month of May or November (or, 

if no such obligations are outstanding, the obligation next shorter 

than eight years and the obligation next longer than twelve years, 

respectively, shall be used), and by adjusting such estimated 

average annual yield to the nearest one-eighth of 1 per centum. 

The Commissioner shall have the same authority with respect to 

mortgages assigned to him under this paragraph as contained in 

section 207(k) and section 207(1) as to mortgages insured by the 

Commissioner and assigned to him under section 207 of this Act. 

(h) There is hereby created a Section 221 Housing Insurance Fund 

which shall be used by the Commissioner as a revolving fund for carry- 

ing out the provisions of this section, and the Commissioner is hereby 

authorized to transfer to such Fund the sum of $1,000,000 from the 

War Housing Insurance Fund established pursuant to the provisions 

of section 602 of this Act. General expenses of operation of the Fed- 

eral Housing Administration under this section may be charged to the 

Section 221 Housing Insurance Fund. 
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Moneys in the Section 221 Housing Insurance Fund not needed for 
the current operations of the Federal Housing Administration under 
this section shall be deposited with the Treasurer of the United States 
to the credit of such Fund, or invested in bonds or other obligations 
of, or in bonds or other obligations guaranteed as to principal and 
interest by, the United States. The Commissioner may, witli the 
approval of the Secretary of the Treasury, purchase in the open market 
debentures issued under the provisions of this section. Such pur- 
chases shall be made at a price which will provide an investment yield 
of not less than the yield obtainable from other investments author- 
ized by this section. Debentures so purchased shall be canceled and 
not reissued. 

Premiums charges, adjusted premium charges, and appraisal and 
other fees received on account of the insurance of any mortgage ac- 
cepted for insurance under this section, the receipts derived from the 
propertv covered by such mortgage and claims assigned to the Com- 
missioner in connection therewith shall be credited to the Section 221 
Housing Insurance Fund. The principal of, and interest paid and to 
be paid on, debentures issued under this section, cash adjustments, 
and expenses incurred in the handling, management, renovation, and 
disposal of properties acquired under this section shall be charged to 
such Fund 


MORTGAGE INSURANCE FOR SERVICEMEN 


Sec. 222. (a) The purpose of this section is to aid in the provision 
of housing accommodations for servicemen in the Armed Forces of the 
United States and their families, and servicemen in the United States 
Coast Guard and their families, by supplementing the insurance of 
mortgages under section 203 of this title with a system of mortgage 
insurance specially designed to assist the financing required for the 
construction or purchase of dwellings by those persons. As used in this 
section, a ‘serviceman’ means a person to whom the Secretary of 
Defense (or any officer or employee designated by him), or the Secre- 
tary of the Treasury (or any officer or employee designated by him), 
as the case may be, has issued a certificate hereunder indicating that 
such person requires housing, is serving on active duty in the Armed 
Forces of the United States or in the United States Coast Guard and 
has served on active duty for more than.two years, but a certificate 
shall not be issued hereunder to any person ordered to active duty for 
training purposes only. The Secretary of Defense and the Secretary 
of the Treasury, respectively, are authorized to prescribe rules and 
regulations governing the issuance of such certificates and may with- 
hold issuance of more than one such certificate to a serviceman when- 
ever in his discretion issuance is not justified due to circumstances 
resulting from military assignment, or, in the case of the United States 
Coast Guard, other assignment. 

(b) To be eligible for insurance under this section a mortgage shall— 

(1) meet the requirements of section 203(b) or 203(7) except as 
such requirements are modified by this section; 

(2) involve a principal o bligation (including such initial service 
charges, appraisal, inspection, and other fees as the Commis- 
sioner shall approve) in an amount not to exceed [$17,100] 
$20,000, except that in the case of a mortgage meeting the require- 
ments of section 208(i) such principal obligation shall not exceed 
$9,000: 
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(3) have a principal obligation in an amount not in excess 
of 95 per centum of the appraised value of the property or such 
higher amount as may be derived by applying the maximum ratio 
of loan to value prescribed in section 203(b) (2); and 

(4) be executed by a mortgagor who at. the time of application 
for insurance is certified as a “‘serviceman”’ and who at the time 
of insurance is the owner of the property and either occupies the 
property or certifies that his failure to do so is the result of his 
military assignment, or, in the case of the United States Coast 
Guard, other assignment. 

(c) The Commissioner may prescribe the manner in which a mort- 
gage may be accepted for insurance under this section. Premiums 

xed by the Commissioner under section 203 with respect to, or pay- 
able during, the period of ownership by a serviceman of the property 
involved shall not be payable by the mortgagee but shall be paid not 
less frequently than once each vear, upon request of the Commissioner 
to the Secretary of Defense or the Secretary of the Treasury, as the 
case may be, from the respective appropriations available for pay and 
allowances of persons eligible for | ortgage insurance under this see- 
tion. As used herein, ‘‘the period of ownership by a serviceman” 
means the period, for which premiums are fixed, prior to the date that 
the Secretary of Defense (or any officer or emplovee or other person 
designated by him) or the Secretary of the Treasury (or any officer or 
ere soe te or other person designated by him), as the case may be, fur- 
nishes the Commissioner with a certification that such ownership (as 
defined by the Commissioner) has terminated. 

(d) Any mortgagee under a mortgage insured under this section is 
entitled to the benefits of the insurance a: provided in section 204(a) 
with respect to mortgages insured under section 203. 

(e) The provisions of subsections (b), (c), (d), (e), (f), (gz), (b), 
[and (j)] (7), and (k) of section 204 shall apply to mortgages insured 
under this section, except that as applied to those mortgages (1) all 
references to the “Fund’’, or “Mutual Mortgage Insurance Fund”, 
shall refer to the “Servicemen’s Mortgage Insurance Fund”, and 
(2) all references to “section 203”’ shall refer to this section. 

(f) There is hereby created a Servicemen’s Mortgage Insurance 
Fund to be used by the Commissioner as a revolving fund to carry out 
the provisions of this section, and the Commissioner is directed to 
transfer the sum of $1,000,000 to such Fund from the War Housing 
Insurance Fund created by section 602 of this Act. Any premium 
charges, adjusted premium charges, and appraisal and other fees re- 
ceived on account of the insurance of any mortgage accepted for in- 
surance under this section, the receipts derived from the property 
covered by such mortgage and claims assigned to the Commissioner in 
connection therewith shall be credited to the Servicemen’s Mortgage 
Insurance Fund. The principal of, and interest paid and to be paid 
on, debentures issued under this section, and cash adjustments and 
expenses incurred in the handling, management, renovation, and dis- 
posal of properties acquired under this section shall be charged to the 
Servicemen’s Mortgage Insurance Fund. General expenses of oper- 
ation of the Federal Housing Administration incurred under this 
section may be charged to the Servicemen’s Mortgage Insurance 
Fund. Moneys in that Fund not needed for the current operation 
of the Federal Housing Administration under this section shall be 
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deposited with the Treasurer of the United States to the credit of 
that Fund, or invested in bonds or other obligations of, or in bonds 
or other obligations guaranteed as to principal and interest by, the 
United States. The Commissioner may, with the approval of the 
Secretary of the Treasury, purchase in the open market debentures 
issued under this section. Those purchases shall be made at a price 
which will provide an investment yield of not less than the yield ob- 
tainable from other investments authorized by this section. Deben- 
tures so purchased shall be canceled and not reissued. 


MISCELLANEOUS HOUSING INSURANCE 


Src. 223. (a) Notwithstanding any of the provisions of this title, 
and without regard to limitations upon eligibility contained in section 
203, 207, 213, or 222 the Commissioner is authorized, upon applica- 
tion by the mortgagee, to insure or make commitments to insure under 
section 203, 207, 213, or 222 of this title any mortgage— 

(1) executed in connection with the sale by the Government, or 
any agency or official thereof, of any housing acquired or con- 
structed under Public Law 849, Seventy-sixth Congress, as 
amended; Public Law 781, Seventy-sixth Congress, as amended; 
or Public Laws 9, 73, or 353, Seventy-seventh Congress, as 
amended (including any property acquired, held, or constructed 
in connection with such housing or to serve the inhabitants 
thereof); or 

(2) executed in connection with the sale by the Public Housin 
Administration, or by any public housing agency with the approva 
of the said Administration, of any housing (including any property 
acquired, held, or constructed in connection with such hecsion or 
to serve the inhabitants thereof) owned or financially assisted 
pursuant to the provisions of Public Law 671, Seventy-sixth 
Congress; or 

(3) executed in connection with the sale by the Government, 
or any agency or official thereof, of any of the so-called Greenbelt 
towns, or parts thereof, including projects, or parts thereof, known 
as Greenhills, Ohio; Greenbelt, Maryland; and Greendale, Wis- 
consin, developed under the Emergency Relief Appropriation Act 
of 1935, or of any of the village properties or employee’s housing 
under the jurisdiction of the Tennessee Valley Authority, or of any 
housing under the jurisdiction of the Department of the Interior 
located within the town area of Coulee Dam, Washington, acquired 
by the United States for the construction, operation, and main- 
tenance of Grand Coulee Dam and its appurtenant works: Pro- 
vided, That for the purpose of the application of this title to sales 
by the Secretary of the Interior pursuant to subsections 3(b) (1) 
and 3(b)(2) of the Coulee Dam Community Act of 1957, the 
selling price of the property involved shall be deemed to be the 
appraised value, or of any permanent housing under the jurisdic- 
tion of the Department of the Interior constructed under the 
Boulder Canyon Project Act of December 21, 1928, as amended 
and supplemented, located within the Boulder City municipal 
area: Provided, That for purposes of the application of this title 
to sales by the Secretary of the Interior. pursuant to subsections 
3(b)(1) and 3(b)(2) of the Boulder City Act of 1958, the selling 
price of the property involved shall be deemed to be the ap- 

praised value; or 
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(4) executed in connection with the sale by the Government 
or any agency or official thereof, of any housing (including any 
property acquired, held, or constructed in connection therewith 
or to serve the inhabitants thereof) pursuant to the Atomic Energy 
Community Act of 1955, as amended: Provided, That such insur- 
ance shall be issued without regard to any preferences or priorities 
except those prescribed by this Act or the Atomic Energy Com- 
munity Act of 1955, as amended; or 

(5) executed in connection with the sale by a State or mu- 
nicipality, or an agency, instrumentality, or political subdivision 
of either, of a project consisting of any permanent housing (in- 
cluding any property acquired, held, or constructed in connection 
therewith or to serve the inhabitants thereof), constructed by or 
on behalf of such State, municipality, agency, instrumentality, 
or political subdivision, for the occupancy of veterans of World 
War II, or Korean veterans, their families, and others; or 

(6) executed in connection with the first resale, within two 
years from the date of its acquisition from the Government, of 
any portion of a project or property of the character described in 
paragraphs (1), (2), (3), and (4) above; or 

(7) given to refinance an existing mortgage insured under sec- 
tion 608 of title VI prior to the effective date of the Housing Act 
of 1954 or under section 903 or section 908 of title IX: Provided, 
That the principal amount of any such refinancing mortgage shall 
not exceed the original principal amount or the unexpired term 
of such existing mortgage and shall bear interest at a rate not in 
excess of the maximum rate applicable to loans insured under 
section 203, 207, 213, or 222, as the case may be, except that in 
any case involving the refinancing of a loan insured under section 
608 or 908 in which the Commissioner determines that the insur- 
ance of a mortgage for an additional term will inure to the benefit 
of the applicable insurance fund, taking into consideration the 
outstanding insurance liability under the existing insured mort- 
gage, such refinancing mortgage may have a term of not more 
than twelve years in excess of the unexpired term of such exist- 
ing insured mortge age: Provided further, That a mortgage of the 
character described in paragraphs (1) through (6) of this sub- 
section shall have a maturity, a principal obligation, and an 
interest rate not in excess of the maximums applicable to loans 
insured under section 203, 207, 213, or 222, as the case may be, 
except that in no case may the principal obligation of a mortgage 
referred to in paragraph (5) of this subsection exceed 90 per 
centum of the appraised value of the mortgaged property. 


(b) The Commissioner shall also have authority to insure under this 
title any mortgage assigned to him in connection with payment under 
a contract of mortgage insurance or executed in connection with the 
sale by him of any property acquired under title I, title II, title VI, 
title VII, title VIII, or title [X without regard to any limitation upon 
eligibility contained in this title IT. 
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DEBENTURE INTEREST RATE 


Src. 224. Notwithstanding any other provisions of this Act, deben- 
tures issued under any section of this Act with respect to a mortgage 
accepted for insurance on or after thirty days following the effective 
date of the Housing Act of 1954 (except debentures issued pursuant to 
paragraph (3) of section 221(g) hereof) shall bear interest at the rate 
in eflect at the time the mortgage is insured. The Commissioner shall 
from time to time, with the approval of the Secretary of the Treasury, 
establish such interest rate in an amount not in excess of the annual 
rate of interest determined by the Secretary of the Treasury, at the 
request of the Commissioner, by estimating the average yield to 
maturity, on the basis of daily closing market bid quotations or prices 
during the calendar month next preceding the establishment of such 
rate of interest, on all outstanding marketable obligations of the United 
States having a maturity date of fifteen years or more from the first 
day of such next preceding month, and by adjusting such estimated 
average annual yield to the nearest one-eighth of 1 per centum. 


OPEN-END MORTGAGES 


Sec. 225. Notwithstanding any other provisions of this Act, in con- 
nection with any mortgage insured pursuant to any section of this Act 
which covers a property upon which there islocated a dwelling designed 
principally for residential use for not more than four families in the 
aggregate, the Commissioner is authorized, upon such terms and condi- 
tions as he may prescribe, to insure under said section the amount of 
any advance for the improvement or repair of such property made to 
the mortgagor pursuant to an “‘open-end”’ provision in the mortgage, 
and to add the amount of such advance to the original principal obliga- 
tion in determining the value of the mortgage for the purpose of com- 
puting the amounts of debentures and certificate of claim to which the 
mortgagee may be entitled: Provided, That the Commissioner may re- 
quire the payment of such charges, including charges in lieu of insur- 
ance premiums, as he may consider appropriate for the insurance of 
such ‘‘open-end”’ advances: Provided further, That only advances for 
such improvements or repairs as substantially protect or improve the 
basic livability or utility of the property involved shall be eligible for 
insurance under this section: Provided further, That no such advance 
shall be insured under this section if the amount thereof plus the 
amount of the unpaid balance of the original principal obligation of 
the mortgage would exceed the amount of such original principal 
obligation unless the mortgagor certifies that the proceeds of such 
advance will be used to finance the construction of additional rooms or 
other enclosed space as a part of the dwelling: And provided further, 
That the insurance of ‘“‘open-end’’ advances shall not be taken into 
account in determining the aggregate amount of principal obligations 
of mortgages which may be insured under this Act. 


FHA APPRAISAL AVAILABLE TO HOME BUYERS 


Src. 226. The Commissioner is hereby authorized and directed to 
require that, in connection with any property upon which there is 
located a dwelling designed principally for a single-family residence or 
a two-family residence and which is approved for mortgage insurance 
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under section 203, 213 with respect to any property or project of a 
corporation or trust of the character described in paragra h numbered 
(2) of subsection (a) thereof, 220, 221, 222, or 903 of this Act, the seller 
or builder or such other person as may be designated by the Commis- 
sioner shall agree to deliver, prior to the sale of the property, to the 
person purchasing such dwelling for his own occupancy, a written state- 
ment setting forth the amount of the appraised value of the property 
as determined by the Commissioner. This section shall not apply in 
any case where the mortgage involved was insured or the commitment 
for such insurance was issued prior to the effective date of the Housing 
Act of 1954. Notwithstanding the first sentence of this section, the 
Commissioner is authorized to require, in connection with any mort- 
gage where the mortgage amount is computed on the basis of the 
Commissioner’s estimate of the replacement cost of the property, that 
a written statement setting forth such estimate be furnished under this 
section in lieu of a written statement setting forth the amount of the 
appraised value of the property. 


BUILDER’S COST CERTIFICATION 


Sec. 227. Notwithstanding any other provisions of this Act, no 
mortgage covering new or rehabilitated multifamily housing shall be 
insured under this Act unless the mortgagor has agreed (a) to certify, 
upon completion of the physical improvements on the mortgaged prop- 
erty or project and prior to final endorsement of the mortgage, either 
(i) that the approved percentage of actual cost (as those terms are 
herein defined) equaled or exceeded the proceeds of the mortgage loan 
or (ii) the amount by which the proceeds of the mortgage loan exceeded 
such approved percentage of actual cost, as the case may be, and (b) to 
pay forthwith to the mortgagee, for application to the reduction of the 

rincipal obligation of such mortgage, the amount, if any, certified to 
be in excess of such approved percentage of actual cost. Upon the 
Commissioner’s approval of the mortgagor’s certification as required 
hereunder, such certification shall be final and incontestable, except 
for fraud or material misrepresentation on the part of the mortgagor. 
As used in this section— 

(a) The term “new or rehabilitated multifamily housing’ means a 
project or property approved for mortgage insurance prior to the con- 
struction or the repair and rehabilitation involved and covered by a 
mortgage insured or to be insured (i) under section 207, (ii) under 
section 213 with respect to any property or project of a corporation or 
trust of the character described in paragraph numbered (1) of sub- 
section (a) thereof or with respect to any property or project of a 
mortgagor of the character described in paragraph (3) of subsection 
(a) thereof, (iii) under section 220 if the mortgage meets the require- 
ments of paragraph (3)(B) of subsection (d) thereof, (iv) under section 
221 if the mortgage meets the requirements of paragraph (3) or para- 
graph (4) of subsection (d) thereof, (v) under section [803] 231, or 
(vi) under [sections 903 and 908] section 810 if the mortgage meets the 
requirements of subsection (6); 

(b) The term ‘‘approvea percentage” means the percentage figure 
which, under applicable provisions of this Act, the Commissioner is 
authorized to apply to his estimate of value or replacement cost, as the 
case may be, of the property or project in determining the maximum 
insurable mortgage amount; except that if the mortgage is to assist 
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the financing of repair or rehabilitation and no part of the proceeds will 
be used to finance the purchase of the land or structure involved, the 
approved percentage shall be 100 per centum; and 

(c) The term “actual cost” has the following meaning: (i) in case 
the mortgage is to assist the financing of new construction, the term 
means the actual cost to the mortgagor of such construction, including 
amounts paid for labor, materials, construction contracts, off-site pub- 
lic utilities, streets, organizational and legal expenses, such allocations 
of general overhead items as are acceptable to the Commissioner, and 
other items of expense approved by the Commissioner, plus (1) a 
reasonable allowance for builder’s profit if the mortgagor is also the 
builder as defined by the Commissioner, and (2) an amount equal to 
the Commissioner’s estimate of the fair market value of any land 
(prior to the construction of the improvements built as a part of the 
project) in the property or project owned by the mortgagor in fee (or, 
in case the land in the property or project is held by the mortgagor 
under a leasehold or other interest less than a fee, such amount as the 
mortgagor paid for the acquisition of such leasehold or other interest 
but, in no event, in excess of the fair market value of such leasehold 
or other interest exclusive of the proposed improvements), but exclud- 
ing the amount of any kickbacks, rebates, or trade discounts received 
in connection with the construction of the improvements, or (ii) in 
case the mortgage is to assist the financing of repair or rehabilitation, 
the term means the actual cost to the mortgagor of such repair or 
rehabilitation, including the amounts paid for labor, materials, con- 
struction contracts, off-site public utilities, streets, organization and 
legal expenses, such allocations of general overhead items as are ac- 
ceptable to the Commissioner, and other items of expense approved 
by the Commissioner, plus (1) a reasonable allowance for builder’s 
profit if the mortgagor is also the builder as defined by the Com- 
missioner, and (2) an additional amount equal to (A) in case the land 
and improvements are to be acquired by the mortgagor and the pur- 
chase price thereof is to be financed with part of the proceeds of the 
mortgage, the purchase price of such land and improvements prior 
to such repair or rehabilitation, or (B) in case the land and improve- 
ments are owned by the mortgagor subject to an outstanding indebted- 
ness to be refinanced with part of the proceeds of the mortgage, the 
amount of such outstanding indebtedness secured by such land and 
improvements, but excluding (for the purposes of this clause (ii)) the 
amount of any kickbacks, rebates, or trade discounts received in 
connection with the construction of the improvements: Provided, That 
such additional amount under (A) of this clause (ii) shall in no event 
exceed the Commissioner’s estimate of the fair market value of such 
land and improvements prior to such repair or rehabilitation, and 
such additional amount under (B) of this clause (ii) shall in no event 
exceed the approved percentage of the Commissioner’s estimate of 
the fair market value of such land and improvements prior to such 
repair or rehabilitation. In the case of a mortgage insured under 
section 220, section 221 v the mortgage meets the requirements of para- 
graph (4) of subsection (d) thereof, or section 231, whare the mortgagor 
is also the builder as defined by the Commissioner, there shal] be 
included in the actual cost, in lieu of the allowance for builder’s profit 
under clause (i) or (ii) of the preceding sentence, an allowance for 
builder’s and sponsor’s profit and risk of 10 per centum (unless the 
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Commissioner, after finding that such allowance is unreasonable, shall 
by regulation prescribe a lesser percentage) of all other items entering 
into the term ‘“‘actual cost’’ except land or amounts paid for a lease- 
hold and amounts included under either (A) or (B) of clause (ii) of the 
preceding sentence. In the case of a mortgage insured under section 
220, section 221 if the mortgage meets the requirements of paragraph (4) 
of subsection (d) thereof, or section 231, where the mortgagor is not also 
the builder as defined by the Commissioner, there shall be included 
in the actual] cost an allowance for sponsor’s profit and risk of the said 
10 per centum or lesser percentage of all other items entering into 
the term “actual cost’’ except land or amounts paid for a leasehold, 
amounts included under either (A) or (B) of the said clause (ii), and 
amounts paid by the mortgagor under a general construction contract. 

Src. 228. Notwithstanding section 505 of the Classification Act of 
1949, as amended, the Commissioner may establish and place one 
position in grade GS-18, four positions in grade GS-17, and eight 
positions in grade GS-16 in the Federal Housing Administration, 
which positions shall be in lieu of any positions presently allocated in 
the Federal Housing Administration under said section 505. 


VOLUNTARY TERMINATION OF INSURANCE 


Sec. 229. Notwithstanding any other provision of this Act and with 
respect to any mortgage covering a one-, two-, three-, or four-family resi- 
dence heretofore or hereafter insured under this Act, the Commissioner is 
authorized to terminate any mortgage insurance contract upon request by 
the mortgagor and mortgagee and upon payment -of such termination 
charge as the Commissioner determines to be equitable, taking into con- 
sideration the necessity of protecting the various insurance funds. Upon 
such termination mortgagors and mortgagees shall be entitled to the rights, 
of any, to which they would be entitled under this Act if the insurance 
contract were terminated by payment in full of the insured mortgage. 


ACQUISITION OF MORTGAGES TO AVOID FORECLOSURE 


Szc. 230. Upon receiving notice of the default of any mortgage covering 
a one-, two-, three-, or four-family residence heretofore or hereafter insured 
under this Act, the Commissioner, in his discretion and for the purpose 
of avoiding foreclosure of the mortgage, may acquire the loan and the 
security therefor upon issuance to the mortgagee of debentures having a 
total face value equal to the unpaid pri acigar balance of the loan plus any 
accrued interest and any proper advances theretofore made by the mortgagee 
under the provisions of the mortgage; and after the acquisition of such 
mortgage by the Commissioner such mortgagee shall have no further rights, 
liabilities, or obligations with respect thereto. The provisions of section 
204 relating to the issuance of debentures incident to the acquisition of 
foreclosed properties shall apply with respect to debentures issued under 
this subsection, and the provisions of section 204 relating to the rights, 
liabilities, and obligations of a mortgagee shall apply with respect to the 
Commissioner when he has acquired an insured mortgage under this sec- 
tion, in accordance with and subject to regulations (modifying such 
provisions to the extent necessary to render their application for such 
purposes appropriate and effective) which shall be prescribed by the 
Commissioner. 
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HOUSING FOR ELDERLY PERSONS 


Sec. 231. (a) The purpose of this section is to assist in reliering the 
shortage of housing for elderly persons and to increase the supply of 
rental housing for elderly persons. 

For the purposes of this section— 

(1) The term “housing” means eight or more new or rehabilitated 
living units, not less than 50 per centum of which are specially designed 
for the use and occupancy of elderly persons; 

(2) The term ‘elderly person”? means any person, married or single, 
who is sixty years of age or more; 

(3) The terms ‘“‘mortgage’’, ‘‘mortgagee’’, ‘‘mortgagor’’, and “maturity 
date’ shall have the meanings respectively set forth in section 207 of 
this Act. 

(b) The Commissioner is authorized to insure any mortgage (including 
advances on mortgages during construction) in accordance with the pro- 
visions of this section upon such terms and conditions as he may prescribe 
and to make commitments for insurance of such mortgages prior to the 
date of their execution or disbursement thereon. 

(c) To be eligible for insurance under this section, a mortgage to pro- 
vide housing for elderly persons shall— 

(1) involve a principal obligation in an amount not to exceed 
$12,500,000, or, if executed by Federal or State instrumentalities, 
municipal corporate instrumentalities of one or more States, or 
nonprofit development or housing corporations restricted by Federal 
or State laws or regulations of State banking or insurance departments 
as to rents, charges, capital structure, rate of return, or methods of 
operation, not to exceed $50,000,000; 

(2) not exceed, for such part of such property or project as may 
be attributable to dwelling use, $9,000 per dwelling unit: Provided, 
That the Commissioner may, in his discretion, increase the dollar 
amount limitation of $9,000 per unit to not to exceed $9,400 per 
unit to compensate for the higher costs incident to the construction 
of elevator-type structures and may increase each of the foregoing 
dollar amount limitations by not to exceed $1,250 per room in any 
geographical area where he finds that cost levels so require; 

(3) if executed by a mortgagor which is a public instrumentality 
or a private nonprofit corporation or association or other acceptable 
private nonprofit organization regulated or supervised under Federal 
or State laws or by political subdivisions of States, or agencies thereof, 
or by the Commissioner under a regulatory agreement or otherwise, 
as to rents, charges, and methods of operation, in such form and in 
such manner as, in the opinion of the Commissioner, will effectuate 
the purpose of this section, involve a principal obligation not in excess 
of the amount which the Commissioner estimates will be the replace- 
ment cost of the property or project when the proposed improvements 
are completed (the replacement cost may include the land, the pro- 
posed physical improvements, utilities within the boundaries of the 
land, architect’s fees, taxes, interest during construction, and other 
miscellaneous charges incident to construction and approved by the 
Commissioner): Provided, That in the case of properties other than 
new construction, the principal obligation shall not exceed the ap- 
praised value rather than the Commissioner’s estimate of the replace- 
ment cost; 
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(4) if executed by a mortgagor which is approved by the Commis. 
stoner but is not a public instrumentality or a priate nonprofit 
organization, involve a principal obligation not in excess (in the case 
of a property or project approved for mortgage insurance prior to the 
beginning of construction) of 90 per centum of the amount which the 
Commissioner estimates will be the replacement cost of the property 
or project when the proposed improvements are completed (the re- 
placement cost may include the land, the proposed physical improve- 
ments, utilities urthin the boundaries of the land, architect’s fees, 
taxes, interest during construction, and other miscellaneous charges 
incident to construction and approved by the Commissioner, and 
shall include an allowance for builder’s and sponsor’s profit and 
risk of 10 per centum of all of the foregoing items except the land un- 
less the (ouminalonm, after certification that such allowance is 
unreasonable, shall by regulation prescribe a lesser percentage): 
Provided, That in the case of properties other than new construction 
the principal obligation s not exceed 90 per centum of the Com- 
missioner’s estimate of the value of the property or project: And pro- 
vided further, That the Commissioner may in his discretion require 
such mortgagor to be regulated or restricted as to rents or sales, 
charges, capital structure, rate of return, and methods of operation 
and for such purpose the Commissioner may make contracts wi 
and acquire for not to exceed $100 such stock or interest in any such 
mortgagor as the Commissioner may deem necessary to render effec- 
tive such restrictions or regulations; such stock or interest shall be 
eee for out of the Section 207 Housing Insurance Fund and shall 

e redeemed the mortgagor at par upon the termination of all 
obligations of the Commissioner under the insurance; 

(5) provide for a complete amortization by periodie payments 
within such terms as the Commissioner shall prescribe; 

(6) bear interest (exclusive of premium charges for insurance) at 
not to exceed 5 per centum per annum on the amount of the principal 
obligation outstanding at any time, or not to exceed such per centum 
per annum not in excess of 5% per centum as the Commissioner 
finds necessary to meet the mortgage market; and 

(7) cover a property or project which is approved for mortgage 
insurance prior to the beginning of construction or rehabilitation, 
with 50 per centum or more of the units therein specially designed 
for the use and occupancy of elderly persons in accordance with 
standards established by the Commissioner, and which may include 
such commercial and special facilities as the Commissioner deems 
adequate to serve the occupants. 

(d) The Commissioner may consent to the release of a part or parts 
of the mortgaged property or project from the lien of any mortgage insured 
under this section upon such terms and conditions as he may prescribe, 
and shall prescribe such procedures as in his judgment are necessary to 
secure to elderly persons a preference or priority of opportunity to rent 
the dwellings included in such property or project. 

(c) The provisions of subsections (d), (e), (f), (9), (h), (i), (3), (k), 
(m), (n), and ( ) section 207 shall apply to mortgages insured under 
this section wal references therein to section 207 shall refer to this 
section. 
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MORTGAGE INSURANCE FOR NURSING HOMES 


Sec. 232. (a) The purpose of this section is to assist the provision of 
urgently needed nursing homes for the care and treatment of convalescents 
and other persons who are not acutely ill and do not need hospital care but 
who require skilled nursing care and related medical services. 

(b) For the purposes of this section— 

(1) the term “nursing home’ means a proprietary facility, 
licensed or regulated by the State (or, if there is no State law providing 
for such licensing and regulation by the State, by the municipality 
or other political subdivision in which the facility is located), for the 
accommodation of convalescents or other persons who are not acutely 
ill and not in need of hospital care but who require skilled nursing 
care and related medical services, in which such nursing care and 
medical services are prescribed by, or are performed under the general 
direction of, persons licensed to provide such care or services in ac- 
cordance with the laws of the State where the facility is located; and 

(2) the terms “mortgage” and ‘‘mortgagor”’ shall have the meanings 
respectively set forth in section 207 (a) of this Act. 

(c) The Commissioner is authorized to insure any mortgage (including 
advances on such mortgage during construction) in accordance with the 
provisions of this section upon such terms and conditions as he may 
prescribe and to make commitments for insurance of such mortgage prior 
to the date of its execution or disbursement thereon. 

(d) In order to carry out the purpose of this section, the Commissioner 
is authorized to insure any mortgage which covers a new or rehabilitated 
nursing home, subject to the following conditions: 

(1) The mortgage shall be executed by a mortgagor approved by the 
Commissioner. The Commissioner may in his discretion require any 
such mortgagor to te regulated or restricted as to charges and methods of 
financing, and, in addition thereto, if the mortgagor is a corporate entity, 
as to capital structure and rate of return. As an aid to the regulation or 
restriction of any mortgagor with respect to any of the foregoing matters, 
the Commissioner may make such contracts with and acquire for not to 
exceed $100 such stock or interest in such mortgagor as he may deem 
necessary. Any stock or interest so purchased shall be paid for out of 
the Section 207 Housing Insurance Fund, and shall be redeemed by the 
mortgagor at par upon the termination of all obligations of the Com- 
missioner under the insurance. 

(2) The mortgage shall involve a principal obligation in an amount not 
to exceed $12,500,000, and not to exceed 75 per centum of the estimated 
value of the property or project when the proposed improvements are 
completed. 

(3) The mortgage shall— 

(A) provide for complete amortization by periodic payments 
within such terms as the Commissioner shall prescribe; and 

(B) bear interest (exclusive of premium charges for insurance) at 
not to exceed 5 per centum per annum of the amount of the principal 
obligation outstanding at any time, or not to exceed such per centum 
per annum not in excess of 6 per centum as the Commissioner finds 
necessary to meet the mortgage market. 

(4) The Cusnolicinne shall not insure any mortgage under this 
section unless he has received, from the State agency designated in accord- 
ance with section 612(a)(1) of the Public Health Service Act for the 
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State in which is located the nursing home covered by the mortgage, a 
certification that (1) there is a need for such nursing home, and (2) there 
are in force in such State or other political subdivision of the State in 
which the proposed nursing home would be located reasonable minimum 
standards of licensure and methods of operation for nursing homes. 
No such mortgage shall be insured under this section unless the Commis- 
sioner has received such assurance as he may deem satisfactory from the 
State agency that such standards will be applied and enforced with 
respect to any nursing home located in the State for which mortgage 
insurance is provided under this section. 

(e) The Commissioner may consent to the release of a part or parts 
of the mortgaged property or project from the lien of any mortgage insured 
under this section upon such terms and conditions as he may prescribe. 

(f) The provisions of subsections (d), (e), (f), (g), (A), @), (9), (, 
(lL), (m), (n), and (p) of section 207 shall apply to mortgages insured 
under this section and all references therein to section 207 shall refer to 
this section. 


TITLE II—FEDERAL NATIONAL MORTGAGE 
ASSOCIATION 


PURPOSES 





Sec. 301. The Congress hereby declares that the purposes of this 
title are to establish in the Federal Government a secondary market 
facility for home mortgages, to provide that the operations of such 
facility shall be financed by private capital to the maximum extent 
feasible, and to authorize such facility to— 

(a) provide supplementary assistance to the secondary market 
for home mortgages by providing a degree of liquidity for mort- 
gage investments, thereby improving the distribution of invest- 
ment capital available for home mortgage financing; 

(b) provide special assistance (when, and to the extent that, 
the President has determined that it is in the public interest) 
for the financing of (1) selected types of home mortgages (pend- 
ing the establishment of their marketability) originated under 
special housing programs designed to provide housing of accept- 
able standards at full economic costs for segments of the national 
population which are unable to obtain adequate housing under 
established home financing programs, and (2) home mortgages 
generally as a means of retarding or stopping a decline in mort- 
gage lending and home building activities which threatens ma- 
terially the stability of a high level national economy; and 

(c) manage and liquidate the existing mortgage portfolio of 
the Federal National Mortgage Association in an orderly manner, 
with a minimum of adverse effect upon the home mortgage market 

and minimum loss to the Federal Government. 


CREATION OF ASSOCIATION 






Src. 302. (a) There is hereby created a body corporate to be known 
as the ‘Federal National Mortgage Association’”’ (hereinafter referred 
to as the ‘‘Association’’), which shall be a constituent agency of the 
Housing and Home Finance Agency. The Association shall have suc- 
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cession until dissolved by Act of Congress. It shall maintain its 
principal office in the District of Columbia and shall be deemed, for 
purposes of venue in civil actions, to be a resident thereof. Agencies 
or offices may be established by the Association in such other place 
or places as it may deem necessary or appropriate in the conduct of 
its business. 

(b) For the purposes set forth in section 301 and subject to the 
limitations and restrictions of this title, the Association is authorized 
to make commitments to purchase and to purchase, service, or sell, 
any residential or home mortgages (or participations therein) which 
are insured under this Act, as amended, or which are insured or guar- 
anteed under the Servicemen’s Readjustment Act of 1944, as amended: 
Provided, That (1) no mortgage may be purchased at a price exceed- 
ing 100 per centum of the unpaid principal amount thereof at the 
time of purchase, with adjustments for interest and any comparable 
items; (2) the Association may not purchase any mortgage if it is 
offered by, or covers property held by, a Federal, State, territorial, or 
municipal instrumentality; and (3) the Association may not purchase 
any mortgage, except a mortgage insured under section 220 or 803 or a 
mortgage covering property located in Alaska, Guam, or Hawaii, if the 
original principal obligation thereof exceeds or exceeded [$15,000] 
$17,500 for each family residence or dwelling unit covered by the 
mortgage: Provided, That with respect to mortgages purchased under 
section 304 the principal obligation shall not exceed $20,000. 





CAPITALIZATION 



















Sec. 303. (a) The Association shall have nonvoting common stock; 
and initially shall also have nonvoting preferred stock to which the 
Secretary of the Treasury shall subscribe as provided in subsections 
(d) and (e) of this section. All stock of the Association shall have a 
par value of $100 per share, and shall not be transferable except on the 
books of the Association. At the option of the Association all such 
stocks shall be retirable at par value at any time, except that retire- 
ments of common stock shall not be made if, as a consequence, the 
amount thereof remaining outstanding would be less than $100,000,000. 
With respect to the preferred stock held by him, the Secretary of the 
Treasury shall be entitled to cumulative dividends for each fiscal year 
or portion thereof, from the date or dates the capital cmpaiauah by 
such preferred stock is initially utilized until such preferred stock is 
retired, at rates determined by him at the beginning of each such fiscal 
year, taking into consideration the current average interest rate on 
outstanding marketable obligations of the United States as of the last 
day of the preceding fiscal year. The Secretary of the Treasury shall 
permit the retirement of the preferred stock held by him in the 
manner provided in this section. Funds of the capital surplus and 
the general surplus accounts of the Association shall be available to 
retire the preferred stock held by the Secretary of the Treasury as 
rapidly as the Association shall deem feasible. Concurrently with 
the retirement of the last of such outstanding shares of preferred 
stock, the Association shall pay to the Secretary of the Treasury for 
covering into miscellaneous receipts an amount equal to that part of 
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the general surplus and reserves of the Association (other than reserves 
established to provide for any depreciation in value of its assets 
including mortgages) which shall be deemed to have been earned 
through the use of the capital represented by the shares held by him 
from time to time. The amount of such payment shall be deter- 
mined by applying to such surplus and reserves that percentage which 
is equivalent to the proportion borne by the employed capital repre- 
sented by the Secretary’s stock to the total employed capital of the 
Association, computed monthly for the period from the cutoff date 
determined pursuant to section 303(d) of this title to the aforesaid 
retirement of the last of the outstanding shares of preferred stock of 
the Association. 

(b) The Association shall accumulate funds for its capital surplus 
account from private sources by requiring each mortgage seller to make 
payments of nonrefundable capital contributions, equal to not more 
than 2 per centum nor less than | per centum of the unpaid principal 
amounts of mortgages purchased or to be purchased by the Associa- 
tion from such seller under section 304, as determined from time to 
time by the Association, taking into consideration conditions in the 
mortgage market and the general economy __[n addition, the Associa- 
tion may impose charges or fees for its services with the objective 
that all costs and expenses of its operations should be within its 
income derived from such operations and that such operations should 
be fully self-supporting All earnings from the operations of tiie Asso- 
ciation shall annually be transferred to its general surplus account. At 
any time, funds of the general surplus account may, in the diserction of 
the board of directors, be transferred to reserves. All dividends shall 
be charged against the general surplus account This subsection (b) 
shall be subject to the exceptions set forth in section 307 of this title. 

(c) The Association shall issue, from time to time, to each mortgage 
seller its common stock (only in denominations of $100 or multiples 
thereof) evidencing any capital contributions made by such seller 
pursuant to subsection (b) of this section. Such dividends as may be 
declared by the board of directors in its discretion shall be paid by the 
Association to the holders of its common stock, but in any one fiscal 
year the general surplus account of the Association shall not be reduced 
through the payment of dividends applicable to such common stock 
which exceed in the aggregate 5 per centum of the par value of the 
outstanding common stock of the Restelasiatit Provided, That pending 
the retirement of all the outstanding preferred stock of the Association 
such percentage with respect to any one fiscal year shall not exceed 
the percentage rate of the cumulative dividend applicable to the 
preferred stock of the Association for that fiscal year. 

(d) Within ninety days following the effective date of the Housing 
Act of 1954, as of the day following a cutoff date to be determined by 
the Association, the Association is authorized and directed to issue 
and deliver to the Secretary of the Treasury, and the Secretary of the 
Treasury is authorized and directed to accept, preferred stock of the 
Association having an aggregate par value equal to the sum of (1) the 
amount of $21,000,000 (being the amount of the original subscription 
for capital stock of $20,000,000 and paid-in surplus of $1,000,000 of 
the Association) and (2) an amount equal to the Association’s sur- 
plus, surplus reserves, and undistributed earnings, computed as of the 
close of the cutoff date. In addition to the preferred stock provided 








Pe SSE. no T—-_—“—i—‘“—— 


onrQaetT Os FY * 



















HOUSING ACT OF 1959 79 






for in the first sentence of this subsection, the Association is authorized 
and directed to issue and deliver to the Secretary of the Treasury, and 
the Secretary of the Treasury is authorized and directed to accept, 
preferred stock of the Association having an aggregate par value equal 
to $115,000,000. 

(e) The preferred stock of the Association delivered to the Secre- 
tary of the Treasury pursuant to the first sentence of subsection (d) of 
this section shall be in exchange for (1) the note or notes evidencing the 
aforesaid original $21,000,000 (upon which the accrued interest shall 
have been paid through the cutoff date referred to in subsection (d) 
of this section), and (2) the release to the Association of any and all 
rights or claims which the United States might otherwise have or 
claim in and to the Association’s capital, surplus, surplus reserves, 
and undistributed earnings, computed as of the close of the aforesaid 
cutoff date. The preferred stock of the Association delivered to the 
Secretary of the Treasury pursuant to the second sentence of subsec- 
tion (d) of this section shall be in exchange for a note or notes of the 
Association, aggregating $115,000,000 in principal amount (and upon 
which the accrued interest shall have been paid through the date of 
delivery), held by the Secretary of the Treasury pursuant to the au- 
thority contained in section 304(c). 

(f) Notwithstanding any other provision of law, any institution, 
including a national bank or State member bank of the Federal Re- 
serve System or any member of the Federal Deposit Insurance Cor- 
poration, trust company, or other banking organization, organized 
under any law of the United States, including the laws relating to the 
District of Columbia, shall be authorized to make payments to the 
Association of the nonrefundable capital contributions referred to in 
subsection (b) of this section to receive stock of the Association evi- 
dencing such capital contributions, and to hold or dispose of such stock, 
subject to the provisions of this title. 

(g) As promptly as practicable after all of the preferred stock of the 
Association held by the Secretary of the Treasury has been retired, 
the Housing and Home Finance Administrator shall transmit to the 
President for submission to the Congress recommendations for such 
legislation as may be necessary or desirable to make appropriate 
provisions to transfer to the owners of the outstanding common stock 
of the Association the assets and liabilities of the Association in 
connection with, and the control and management of, the secondary 
market operations of the Association under section 304 of this title 
in order that such operations may thereafter be carried out by a 
privately owned and privately financed corporation. 


SECONDARY MARKET OPERATIONS 


Sec. 304. (a) To carry out the purposes set forth in paragraph (a) 
of section 301, the operations of the Association under this section 
shall be confined, so far as practicable, to mortgages which are deemed 
by the Association to be of such quality, type, and class as to meet 
generally, the purchase standards imposed private institutional 
mortgage investors and the Association shall not —— any mort- 
gage insured or guaranteed prior to the effective date of the Housing 

ct of 1954. In the interest of assuring sound operation, the prices 
to be paid by the Association for mortgages purchased in its secondary 


80 HOUSING ACT OF 1959 


market operations under this section, should be established, from 
time to time, within the range of market prices for the particular 
class of mortgages involved, as determined by the Association. The 
volume of the Association’s purchases and sales, and the establishment 
of the purchase prices, sale prices, and charges or fees, in its secondary 
market operations under this section, should be determined by the 
Association from time to time, and such determinations should be 
consistent with the objectives that such purchases and sales should be 
effected only at such prices and on such terms as will reasonably pre- 
vent excessive use of the Association’s facilities, and that the operations 
of the Association under this section should be within its income 
derived from such operations and that such operations should be 
fully self-supporting. Notwithstanding any other provision of this sec- 
tion, advance commitments to purchase mortgages in secondary 
market operations under this section shall be issued only at prices 
which are sufficient to facilitate [advance planning of home construc- 
tion] home financing, but which are sufficiently below the price then 
offered by the Association for immediate purchase to prevent excessive 
sales to the Association pursuant to such commitments. 

(b) For the purposes of this section, the Association is authorized 
to issue, upon the approval of the Secretary of the Treasury, and 
have outstanding at any one time obligations having such maturities 
and bearing such rate or rates of interest as may be determined by 
the Association with the approval of the Secretary of the Treasury, 
to be redeemable at the option of the Association before maturity in 
such manner as may be stipulated in such obligations; but the aggre- 
gate amount of obligations of the Association under this subsection 
outstanding at any one time shall not exceed ten times the sum of its 
capital, capital surplus, general surplus, reserves, and undistributed 
earnings, and in no event shall any such obligations be issued if, at 
the time of such proposed issuance, and as a consequence thereof, the 
resulting aggregate amount of its outstanding obligations under this 
subsection would exceed the amount of the Association’s ownership 
pursuant to this section, free from any liens or encumbrances, of cash, 
mortgages, [and bonds or other obligations of, or bonds or other 
obligations guaranteed as to principal and interest by, the United 
States] and obligations of the United States or guaranteed thereby, or 
obligations which are lawful investments for fiduciary, trust, or public 
funds. The Association shall insert appropriate language in all of its 
obligations issued under this subsection clearly indicating that such 
obligations, together with the interest thereon, are not guaranteed by 
the United States and do not constitute a debt or obligation of the 
United States or of any agency or instrumentality thereof other than 
the Association. The Association is authorized to purchase in the 
open marketing any of its obligations outstanding under this subsec- 
tion at any time and at any price. 

* * * * * * * 


SPECIAL ASSISTANCE FUNCTIONS 


Sec. 305. (a) To carry out the purposes set forth in paragraph (b) 
of section 301, the President, after taking into account (1) the condi- 
tions in the building industry and the national economy and (2) con- 
ditions affecting the home mortgage investment market, generally, or 
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affecting various types or classifications of home mortgages, or both, 

and after determining that such action is in the public interest, may 

under this section authorize the Association, for such period of time 

and to such extent as he shall prescribe, to exercise its powers to make 

commitments to purchase and to purchase such types, classes, or cate- 
ories of home mortgage (including participations therein) as he shall 
etermine. 

(b) The operations of the Association under this section shall be 
confined, so far as practicable, to mortgages (including participa- 
tions) which are deemed by the Association to be of such quality as to 
meet, substantially and generally, the purchase standards imposed 
by private institutional mortgage investors but which, at the time of 
submission of the mortgages to the Association for purchase, are not 
necessarily readily acceptable to such investors. [Notwithstanding 
any other provision of this section, the price to be paid by the Asso- 
ciation for mortgages purchased in its operations under this section, 
until the close of August 7, 1958, shall be not less than the unpaid 

rincipal amount thereof at the time of purchase, with adjustments 
or interest and any comparable items. The Association shall impose 
charges or fees for its services under this section, in an amount not 
to exceed 1% per centum of the unpaid principal amount of any 
mortgage for its commitment and its purchase of such mortgage, with 
the objective that all costs and expenses of its operations under this 
section should be within its income derived from such operations and 
that such operations should be fully self-supporting. Not more than 
one-half of the charges of fees imposed under the preceding sentence 
with respect to any mortgage shall be collected at the time of the 
issuance of the commitment with respect to such mortgage, and the 
balance of such charge or fee shall be collected at the time of the 
purchase of the mortgage.] Swhject to the provisions of this section, 
the prices to be paid by the Assocration for mortgages purchased in its 
operations under this section shall be established from time to time by the 
Association. The Association shall impose charges or fees for its services 
under this section with the objective that all costs and expenses of its oper- 
ations under this section should be within its income derived from such 
operations and that such operations should be fully self-supporting. 

(c) The total amount of purchases and commitments authorized 
by the President pursuant to subsection (a) of this section shall not 
exceed $950,000,000 outstanding at any one time. 

(d) The Association may issue to the Secretary of the Treasury its 
obligations in an amount outstanding at any one time sufficient to 
enable the Association to carry out its functions under this section, 
such obligations to mature not more than five years from their respec- 
tive dates of issue, to be redeemable at the option of the Association 
before maturity in such manner as may be stipulated in such obliga- 
tions. Each such obligation shall bear interest at a rate determined 
by the Secretary of the Treasury, taking into consideration the cur- 
rent average rate on outstanding marketable obligations of the United 
States as of the last day of the month preceding the issuance of the 
obligation of the Association The Secretary of the Treasury is author- 
ized to purchase any obligations of the Association to be issued under 
this section, and for such purpose the Secretary of the Treasury is 
authorized to use as a public debt. transaction the proceeds from the 
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sale of any securities issued under the Second Liberty Bond Act, as 
now or hereafter in force, and the purposes for which securities may 
be issued under the Second Liberty Bond Act, as now or hereafter 
in force, are extended to include any purchases of the Association’s 
obligations hereunder. 

(e) Notwithstanding any other provision of this Act, the Associa- 
tion is authorized to enter into advance commitment contracts and 
purchase transactions which do not exceed $200,000,000 outstanding 
at any one time if such commitments or transactions relate to mort- 
pages with respect to which the Federal Housing Commissioner shall 

ave issued pursuant to section 213 either a commitment to insure or 
a statement of eligibility; but such commitments in any one State 
shall not exceed $20,000,000 outstanding at any one time: Provided, 
That (1) of the total amount of advance commitment contracts and 
purehase transactions authorized by this subsection, the amount of 
$50,000,000 shall be available solely for commitments or purchases of 
mortgages where the management or sales-type cooperative involved 
is certified by the Federal Housing Commissioner as a consumer 
cooperative, and (2) of the commitments in any one State, not more 
than $15,000,000 shall be outstanding at any one time for mortgages 
with respect to cooperative projects which are not of the type described 
in clause (1) of this proviso. On and after the date of enactment of the 
Housing Act of 1959, the Association is authorized to enter into advance 
commitment contracts and purchase transactions (in addition to those 
authorized by the preceding sentence) relating to mortgages with respect 
to which the Federal Housing Commissioner shall have issued pursuant 
to section 213 a commitment to insure or a statement of eligibility, without 
regard to any of the limitations contained in the preceding sentence; 
except that the total amount of the additional advance commitment con- 
tracts and purchase transactions authorized by this sentence which may 
be outstanding at any one time shall not exceed $25,000,000, of which the 
amount of $12,500,000 shall be available solely for commitments or 
purchases of mortgages where the management or sales-type cooperative 
involved is certified by the Federal Housing Commissioner as a consumer 
cooperative and the amount of $12,500,000 shall be available solely for 
commitments or purchases of mortgages where the cooperative involved is 
a builder-sponsor cooperative. 

(f) Notwithstanding any other provision of this Act, the Associa- 
tion is authorized to make commitments to purchase and to purchase, 
service, or sell, any mortgage (or participation therein) which is in- 
sured under title VIII of this Act, as amended on or after August 11, 
1955: Provided, That the total amount of purchases and commit- 
ments authorized by this subsection shall not exceed $500,000,000 
outstanding at any one time: Provided further, That of the amount 
authorized in the preceding proviso not less than $58,750,000 shall be 
available for such purchases and commitments with respect to mort- 
gages insured under section 809 or 810. 

(g) With a view to further carrying out the purposes set forth in 
section 301(b), and notwithstanding any other provision of this Act, 
the Association is authorized to make commitments to purchase and 
to purchase, service, or sell any mortgages which are insured under 
title II of this Act or guaranteed under the Servicemen’s Readjust- 








, 
. 
e 
r 
r 
§ 


ler 












HOUSING ACT OF 1959 83 






ment Act of 1944, if the original principal obligation thereof does 
not exceed $13,500: Provided, That the total amount of purchases 
and commitments authorized by this subsection shall not exceed 
$1,000,000,000 outstanding at any one time: Provided further, That 
applicants for such commitments shall be required to certify that con- 


struction of the housing to be covered by the mortgages has not com- 
menced. 


MANAGEMENT AND LIQUIDATING FUNCTIONS 


Sec. 306. (a) To carry out the purposes set forth in paragraph (c) 
of section 301, the Association is authorized and directed, as of the 
close of the cutoff date determined by the Association pursuant to 
section 303(d) of this title, to establish separate accountability for 
all of its assets and liabilities (exclusive of capital, surplus, surplus 
reserves, and undistributed earnings to be evidenced by preferred 
stock as provided in section 303(d) hereof, but inclusive of all rights 
and obligations under any outstanding contracts) and to maintain 
such separate accountability for the management and orderly liquida- 
tion of such assets and liabilities as provided in this section. 

(b) For the purposes of this section and to assure that to the 
maximum extent, and as rapidly as possible, private financing will 
be substituted for Treasury borrowings otherwise required to carry 
mortgages held under the aforesaid separate accountability, the 
Association is authorized to issue, upon the approval of the Secretary 
of the Treausry, and have outstanding at any one time obligations 
having such maturities and bearing such rate or rates of interest as 
may be determined by the Association with the approval of the Secre- 
tary of the Treasury, to be redeemable at the option of thfe Association 
before maturity in such manner as may be stipulated in such obliga- 
tions; but in no event shall any such obligations be issued if, at the 
time of such proposed issuance, and as a consequence thereof, the 
resulting aggregage amount of its outstanding obligations under this 
subsection would exceed the amount of the Association’s ownership 
under the aforesaid separate accountability, free from any liens or 
encumbrances, of cash, mortgages, [and bonds or other obligations of, 
or bonds or other obligations guaranteed as to principal and interest 
by, the United States] and obligations of the United States or guaranteed 
thereby, or obligations which are lawful investments for fiduciary, trust, 
or public funds. The proceeds of any private financing effected under 
this subsection shall be paid to the Secretary of the Treasury in reduc- 
tion of the indebtedness of the Association to the Secretary of the 
Treasury under the aforesaid separate accountability. The Associa- 
tion shall insert appropriate language in all of its obligations issued 
under this subsection clearly indicating that such obligations, together 
with the interest thereon, are not guaranteed by the United States and 
do not constitute a debt or obligation of the United States or of any 
agency or instrumentality thereof other than the Association. The 
Association is authorized to purchase in the open market any of its 
obligations outstanding under this subsection at any time and at any 
price. 

(c) No mortgage shall be purchased by the Association in its opera- 
tions under this section except pursuant to and in accordance with 
the terms of a contract or commitment to purchase the same made 
prior to the cutoff date provided for in section 303(d), which contract 
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or commitment became a part of the aforesaid separate accounta- 
bility, and the total amount of mortgages and commitments held by 
the Association under this section shall not, in any event, exceed 
$3,350,000,000: Provided, That such maximum amount shall be pro- 
gressively reduced by the amount of cash realizations on account of 
principal of mortgages held under the aforesaid separate accountability 
and by cancellation of any commitments to purchase mortgages there- 
under, as reflected by the books of the Association, with the objective 
that the entire aforesaid maximum amount shall be eliminated with 
the orderly liquidation of all mortgages held under the aforesaid 
separate accountability: And provided further, That nothing in this 
subsection shall preclude the Association from granting such usual 
and customary increases in the amounts of outstanding commitments 
(resulting from increased costs or otherwise) as have theretofore been 
covered by like increases in commitments granted by the agencies of 
the Federal Government insuring or guaranteeing the mortgages. 
There shall be excluded from the total amounts set forth in this 
subsection the amounts of any mortgages which, subsequent to May 
31, 1954, are transferred by law to the Association and held under 
the aforesaid separate accountability. 

(d) The Association may issue to the Secretary of the Treasury its 
obligations in an amount outstanding at any one time sufficient to 
enable the Association to carry out its functions under this section, 
such obligations to mature not more than five years from their respec- 
tive dates of issue, to be redeemable at the option of the Association 
before maturity in such manner as may be stipulated in such obliga- 
tions. Each such obligation shall bear interest at a rate determined 
by the Secretary of the Treasury, taking into consideration the current 
average rate on outstanding marketable obligations of the United 
States as of the last day of the month preceding the issuance of the 
obligation of the Association. The Secretary of the Treasury is au- 
thorized to purchase any obligations of the Association to be issued 
under this section, and for such purpose the Secretary of the Treasury 
is authorized to use as a public debt transaction the proceeds from the 
sale of any securities issued under the Second Liberty Bond Act, as 
now or hereafter in force, and the purposes for which securities may 
be issued under the Second Liberty Bond Act, as now or hereafter in 
force, are extended to include any purchases of the Association’s 
obligations hereunder. 

(e) Notwithstanding any of the provisions of this Act or of any other 
law, the Association is authorized, under the aforesaid separate account- 
ability, to make commitments to purchase and to purchase, service, or sell 
any mortgages offered to it by the Housing and Home Finance Adminis- 
trator or the Housing and Home Finance Agency, or by such Agency’s 
constituent units or agencies or the heads thereof, after such Adminis- 
trator has found the acquisition thereof by the Association to be in the 
interest of the efficient management and liquidation of the mortgages. 
There shall be excluded from the total amounts set forth in subsection (c) 
hereof the amounts of any mortgages purchased by the Association pur- 
suant to this subsection. 

* * * * * x x 
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INVESTMENT OF FUNDS 


Sec. 310. Moneys of the Association not invested in mortgages 
or in operating facilities shall be kept in cash on hand or on deposit, 
or invested [in bonds or other obligations of, or in bonds or other 
obligations guaranteed as to principal and interest by, the United 
States] in obligations of the United States or guaranteed thereby, or in 
obligations which are lawful investments for fiduciary, trust, or public 


funds. 


« - 





« * . 


TITLE V—MISCELLANEOUS 


* 





* 













* * 


PENALTIES 


Sec. 512. Notwithstanding any other provision of law, the Commis- 
sioner is authorized to refuse the benefits of participation (either 
directly as an insured lender or as a borrower, or indirectly as a builder, 
contractor, or dealer, or salesman or sales agent for a builder, con- 
tractor or dealer) under title I, II, VI, VII, VIII, or IX of this Act to 
any person or firm (including but not limited to any individual, part- 
nership, association, trust, or corporation) if the Commissioner has 
determined that such person or firm (1) has knowingly or willfully 
violated any provision of this Act or of title III of the Servicemen’s 
Readjustment Act of 1944, as amended, or of any regulation issued by 
the Commissioner under this Act or by the Administrator of Veterans’ 
Affairs under said title III, or (2) has, in connection with any con- 
struction, alteration, repair or improvement work financed with 
assistance under this Act or under said title III, or in connection with 
contracts or financing relating to such work, violated any Federal or 
State penal statute, or (3) has failed materially to properly carry out 
contractual obligations with respect to the completion of construction, 
alteration, repair, or improvement work financed with assistance 
under this Act or under title III of the Servicemen’s Readjustment 
Act of 1944, as amended. Before any such determination is made 
any person or firm with respect to whom such a determination is 
prenceed shall be notified in writing by the Commissioner and shall 
e entitled, upon making a written request to the Commissioner, to a 
written notice specifying charges in reasonable detail and an oppor- 
tunity to be heard and to be represented by counse:. Determinations 
made by the Commissioner under this section shall be based on the 
preponderance of the evidence. For the purposes of compliance with 
this section the Commissioner’s notice of a proposed determination under 
this section shall be considered to have been received by the interested 
person or firm if the notice is properly mailed to the last known address 
of such person or firm. 

Sec. 513. (a) The Congress hereby declares that it has been its intent 
since the enactment of the National Housing Act that housing built 
with the aid of mortgages insured under that Act is to be used princi- 

ally for residential use; and that this intent excludes the use of such 
ousing for transient or hotel purposes while such insurance on the 
mortgage remains outstanding. 








86 HOUSING ACT OF 1959 


(b) Notwithstanding any other provisions of this Act, no new, exist- 
ing, or rehabilitated multifamily housing with respect to which a mort- 
gage is insured under this Act shall be operated for transient or hotel 
purposes unless (1) on or before May 28, 1954, the Commissioner has 
agreed in writing to the rental of all or a portion of the accommodations 
in the project for transient or hotel purposes (in which case no accom- 
modations in excess of the number so agreed to by the Commissioner 
shall be rented on such basis), or (2) the project covered by the insured 
mortgage is located in an area which the Commissioner determines to 
be a resort area, and the Commissioner finds that prior to May 28, 
1954, a portion of the accommodations in the project had been made 
available for rent for transient or hotel purposes (in which case no 
accommodations in excess of the number which had been made avail- 
able for such use shall be rented on such basis. 

* * ” * * * * 


TITLE VII—INSURANCE FOR INVESTMENTS IN RENTAL 
HOUSING FOR FAMILIES OF MODERATE INCOME 


AUTHORITY TO INSURE 


Sec. 701. The purpose of this title is to supplement the existing 
systems of mortgage insurance for rental housing under this Act by 
a special system of insurance designed to encourage equity investment 
in rental] housing at rents within the capacity of families of moderate 
income. To effectuate this purpose, the Commissioner is authorized, 
upon application by the investor, to insure as hereinafter provided, 


and, prior to the execution of insurance contracts and upon such terms 
as the Commissioner shall prescribe, to make commitments to insure, 
the minimum annual amortization charge and an annual return on the 
outstanding investment of such investor in any project which is eligible 
for insurance as hereinafter provided in an amount (herein called the 
‘{nsured annual return’) equal to such rate of return, not exceedin 
2% per centum per annum, on such outstanding investment as shall, 
after consultation with the Secretary of the Treasury, be fixed in the 
insurance contract or in the commitinent to insure: Provided, That any 
insurance contract made pursuant to this title shall expire as of the 
first day of the operating year for which the outstanding investment 
amounts to not more than 10 per centum of the established invest- 
ment[: And provided further, That the aggregate amount of contin- 
gent liabilities outstanding at any one time under insurance contracts 
and commitments to insure made pursuant to this title shall not 
exceed $1,000,000,000J. 


TITLE VIII—ARMED SERVICES HOUSING MORTGAGE 
INSURANCE 


Sec. 801. As used in this title— 

(a) The term “mortgage” means a first mortgage on real estate, in 
fee simple, or on a leasehold (1) under a lease for not less than ninety- 
nine years which is renewable; or (2) under a lease for a period of not 
less than fifty years to run from the date the mortgage was executed; 
and the term “first mortgage’”’ means such classes of first liens as are 








































































= VN 





co 





@ 






— - «a 











he 
nt 
st- 
in- 
cts 
not 















, in 
ety- 















HOUSING ACT OF 1959 87 


commonly given to secure advances on, or the unpaid purchase price of, 
real estate, under the laws of the State in which the real estate is lo- 
cated, together with the credit instruments, if any, secured thereby. 

(b) The term “mortgagee” includes the original lender under a 
mortgage, and his successors and assigns approved by the Commis- 
sioner; and the term “mortgagor” includes the original borrower under 
a mortgage, his successors and assigns. 

(c) The term “maturity date” means the date on which the mort- 
gage indebtedness would be extinguished if paid in accordance with 
periodic payments provided for in the mortgage. 

(d) The term “housing accommodations” means housing designed 
for occupancy by military personnel and their dependents, assigned 
to duty at or near the military installation where such housing units 
are constructed. 

(e) The term “personnel” shall include military and civilian per- 
sonnel approved by the Secretary of Defense, or his designee, and the 
dependents of all such personnel. 

(f) The term “‘military” includes Army, Navy, Marine Corps, Air 
Force, and Coast Guard. 

(g) The term ‘State’ includes the several States, and Alaska, 
Hawaii, Puerto Rico, the District of Columbia, Guam, the Virgin 
Islands, the Canal Zone, and Midway Island.” 

Srec. 802. The Military Housing Insurance Fund created by this 
section prior to amendment thereto shall hereafter be known as the 
Armed Services Housing Mortgage Insurance Fund. General ex- 
penses of operation of the Federal Housing Administration under this 
title (including operations with respect to mortgages insured or to be 
insured pursuant to this title prior to enactment of the Housing 
Amendments of 1955) may be charged to the Armed Services Housing 
Mortgage Insurance Fund. 

Src. 803. (a) In order to assist in relieving the acute shortage and 
urgent need for family housing which now exists at or in areas adjacent 
to military installations because of uncertainty as to the permanency 
of such installations and to increase the supply of necessary family 
housing accommodations for personnel at such installations, the Com- 
missioner is authorized, upon application of the mortgagee, to insure 
mortgages (including advances on such mortgages during construction) 
which are eligible for insurance as hereinafter provided, and, upon 
such terms as the Commissioner may prescribe, to make commitments 
for so insuring such mortgages prior to the date of their execution or 
disbursement thereon: Promded, That the aggregate amount of prin- 
cipal obligations of all mortgages insured under this title (except 
mortgages insured pursuant to the provisions of this title in effect 
prior to the enactment of the Housing Amendments of 1955) shall not 
exceed $2,300,000,000: And provided further, That the limitation in 
section 217 of this Act shall not apply to this title: And provided 

further, That no more mortgages shall be insured under this title after 
[September 30, 1960] October 1, 1961, except pursuant to a commit- 
ment to insure before such date, and not more than twenty thousand 
family housing units shall be contracted for after June 30, 1959, pur- 
suant to any mortgage insured under section 803 of this title after 
such date. 

(b) To be eligible for insurance under this title a mortgage shall 
meet the following conditions: 
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(1) The mortgaged property shall be held by a mortgagor approved 
by the Commissioner. ‘The Commissioner may, in his discretion, 
require such mortgagor to be regulated or restricted as to capital 
structure, and methods of operation. The Commissioner may make 
such contracts with, and acquire for not to exceed $100 stock or inter- 
est in, any such mortgagor, as the Commissioner may deem necessary 
to render effective such restriction or regulation. Such stock or inter- 
est shall be paid for out of the Armed Services Housing Mortgage 
Insurance Fund, and shall be redeemed by the mortgagor at par 
upon the termination of all obligations of the Commissioner under 
the insurance. 

(2) The mortgaged property shall be designed for use for residential 
purposes by personnel of the armed services and situated at or near 
a military installation, and the Secretary or his designee shall have 
certified that there is no intention, so far as can reasonably be foreseen, 
to substantially curtail the personnel assigned or to be assigned to 
such installation, and (i) shall have determined that for reasons of 
safety, security, or other essential military requirements, it is necessary 
that the personnel involved reside in public quarters (Provided, how- 
ever, Tnat for the purposes of this subsection housing covered by a 
mortgage insured, or for which a commitment to insure has been issued, 
under section 803 prior to the enactment of the “(Housing Amendments 
of 1955’’ may be considered the same as available quarters), and 
(ii) with the approval of the Commissioner, shall have determined 
that adequate housing is not available for such personnel at reasonable 
rentals within reasonable commuting distance of the installation and 
that the mortgaged property will not, so far as can reasonably be fore- 
seen, substantially curtail occupancy in existing housing covered by 
mortgages insured under this Act. The housing accommodations shall 
comply with such standards and conditions as the Commissioner may 
prescribe to establish the acceptability of such property for mortgage 
insurance, except that the certification of the Secretary of Defense 
or his designee shall (for purposes of mortgage insurance under this 
title) be conclusive evidence te the Commissioner of the existence of the 
need fer such housing. However, if the Commissioner does not concur 
in the housing needs as certified by the Secretary, the Commissioner 
may require the Secretary to guarantee the Armed Services Housing 
Mortgage Insurance Fund against loss with respect to the mortgage 
covering such housing. The Commissioner shall report to the Com- 
mittees on Banking and Currency of the Senate and the House of 
Representatives each instance in which he has required the Secretary 
to guarantee the Armed Services Housing Mortgage Insurance Fund, 
with reasons therefor. There are hereby authorized to be appropriated 
such sums as may be necessary to provide for payment to meet losses 
arising from such guaranty. 

(3) The mortgage shall involve a principal obligation in an amount— 

(A) not to exceed the amount which the Commissioner esti- 
mates will be the replacement cost of the property or project when 
the proposed improvements are completed (the cost of the prop- 
erty or project as such term is used in this paragraph may include 
the cost of the land, the physical improvements, and utilities with- 
in the boundaries of the property or project) ; 

(B) not to exceed an average of $16,500 per family unit for such 
part of such property or project (including ranges, refrigerators, 
shades, screens, and fixtures) as may be attributable to dwelling 
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use: Provided, That the replacement cost of the property or project 
as determined by the Commissioner, including the estimated value 
of any usable utilities within the boundaries of the property or 
project where owned by the United States and not provided for 
out of the proceeds of the mortgage, shall not exceed an average 
of $16,500 per family unit: Provided further, That should the 
financing of housing to be constructed pursuant to a single invita- 
tion for bids be accomplished by two or more mortgages, the 
principal obligation of any single mortgage may exceed an average 
of $16,500 per family unit if the sum of the principal obligations 
of all mortgages for such housing does not exceed an average of 
$16,500 per family unit; and 
(C) not to exceed the bid of the eligible bidder with respect to 
the property or project under section 403 of the Housing Amend- 
ments of 1955. 
The mortgage shall provide for complete amortization by periodic pay- 
ments within such terms as the Commissioner shall prescribe, [have 
a maturity not to exceed twenty-five years] but not to erceed thirty 
years from the beginning of amortization of the mortgage, and shall bear 
interest (exclusive of premium charges for insurance) at not to exceed 
4% per centum per annum of the amount of the principal obligation 
outstanding at any time. The Commissioner may consent to the 
release of a part or parts of the mortgaged property from the lien of 
the mortgage upon such terms and conditions as he may prescribe 
and the mortgage may provide for such release The property or 
project may include such nondwelling facilities as the Commissioner 
deems adequate to serve the occupants. 

(c) The Commissioner is authorized to fix a premium charge for the 
insurance of mortgages under this title but in the case of any mortgage 
such charge shall not be less than an amount equivalent to one-half of 1 
per centum per annum nor more than an amount equivalent to 1% per 
centum per annum of the amount of the principal obligation of the 
mortgage outstanding at any time, without taking into account delin- 
quent payments or prepayments. Such premium charges shall be pay- 
able by the mortgagee, either in cash, or in debentures issued by the 
Commissioner under this title at par plus accrued interest, in such 
manner as may be prescribed by the Commissioner: Provided, That 
the Commissioner may require the payment of one or more such pre- 
mium charges at the time the mortgage is insured, at such discount rate 
as he may prescribe not in excess of the interest rate specified in the 
mortgage. If the Commissioner finds, upon the presentation of a mort- 
gage for insurance and the tender of the initial premium charge and 
such other charges as the Commissioner may require, that the mortgage 
complies with the provisions of this title, such mortgage may be ac- 
cepted for insurance by endorsement or otherwise as the Commissioner 
may prescribe. In the event that the principal obligation of any 
mortgage accepted for insurance under this title is paid in full prior 
to the maturity date, the Commissioner is authorized to refund to the 
mortgagee for the account of the mortgagor all, or such portion as he 
shall determine to be equitable, of the current unearned premium 
charges theretofore paid. 'The Commissioner may reduce the payment 
of premiums provided for herein. The Commissioner is further au- 
thorized to reduce the amount of premium charge below one-half of i per 
centum per annum with respect to any mortgage on property acquired by 
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the Secretary of Defense or his designee vf the mortgage is insured pursu- 
ant to the provisions of this title as in effect prior to August 11, 1955. 
(d) The failure of the mortgagor to :1ake any payment due under 
or provided to be paid by the terms of a mortgage insured under 
this title shall be considered a default under such mortgage, and, if 
such default continues for a period of thirty days, the mortgagee shall 
be entitled to receive the benefits of the insurance as hereinafter pro- 
vided, upon assignment, transfer, and delivery to the Commissioner, 
within a period and in accordance with rules and regulations to be 
prescribed by the Commissioner of (1) all mghts and interest arising 
under the mortgage so in default, (2) all claims of the mortgagee 
against the mortgagor or others, arising out of the mortgage trans- 
actions; (3) all policies of title or other insurance or surety bonds or 
other guaranties and any and all claims thereunder; (4) any balance of 
the mortgage loan not advanced to the mortgagor; (5) any cash or 
property hheld by the mortgagee, or to which it is entitled, as deposits 
made for the account of the mortgagor and which have not been applied 
in reduction of the principal of the mortgage indebtedness; and (6) all 
records, documents, books, papers, and accounts relating to the mort- 
gage transaction. Upon such assignment, transfer. and delivery, the 
obligation of the mortgagee to pay the premiu: charges for mortgage 
insurance shall cease, and the Saaiaiadliies shall. subject to the cash 


adjustment provided for in subsection (e) of this section, tissue to the 
mortgagee debentures having a total face value equal to the value of 
the mortgage, and a certificate of claim as hereinafter provided For 
the purposes of this subsection, the value of the mortgage shall be deter- 
mined in accordance with rules and regulations prescribed 7 the Com- 


missioner, by adding to the amount of the original principal obligation 
of the mortgage which was unpaid on the date of default, the amount 
the mortgagee may have paid for (A) taxes, special assessments, and 
water rates, which are liens prior to the mortgage; (B) insurance on the 
property; and (C) reasonable expenses for the completion and preser- 
vation of the property and any mortgage insurance premiums paid after 
default; less the sum of (i) any amount received on account of the 
mortgage after such date; and (ii) any net income received by the 
<a from the property after such date. 

(e) Debentures issued under this title shall be in such form and de- 
nominations in multiples of $50, shall be subject to such terms and 
conditions, and shall include such provisions for redemption, if any, 
as may be prescribed by the Commissioner with the approval of the 
Secretary of the Treasury, and may be in coupon or registered form. 
Any difference between the value of the mortgage determined as 
herein provided and the aggregate face value of the debentures issued, 
not to exceed $50, shall be adjusted by the payment of cash by the 
Commissioner to the mortgagee from the Armed Services Housing 
Mortgage Insurance Fund. 

(f) Debentures issued under this title shall be executed in the name 
of the Armed Services Housing Mortgage Insurance Fund as obligor, 
shall be signed by the Commissioner, by either his written or engraved 
signature, and shall be negotiable. All such debentures shall be dated 
as of the date of default as determined in accordance with subsection 
(d) of this section, and shall bear interest from such date at a rate 
established by the Commissioner pursuant to section 224, payable 
semiannually on the Ist day of January and the Ist day of July of each 
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year, and shall mature twenty years after the date thereof. Such 
debentures shall be exempt, both as to principal and interest, from all 
taxation (except surtaxes, estate, inheritance, and gift taxes) now or 
hereafter imposed by any Territory, dependency, or possession of the 
United States or by the District of Columbia, or by any State, county, 
municipality, or local taxing authority. They shall be paid out of the 
Armed Services Housing Mortgage Insurance Fund, which shall be 
primarily liable therefor, and they shall be fully and unconditionally 
guaranteed as to principal and interest by the United States, and such 
guaranty shall be expressed on the face of the debentures. In the 
event the Armed Services Housing Mortgage Insurance Fund fails to 
pay upon demand, when due, the wincipel of or interest on any de- 
bentures so guaranteed, the Secretary of the Treasury shall pay to 
the holders the amount thereof which is hereby authorized to be ap- 
propriated, and thereupon to the extent of the amount so paid the 
Secretary of the Treasury shall succeed to all the rights of the holders 
of such debentures. 

(g) The certificate of claim issued by the Commissioner to any 
mortgagee in connection with the insurance of mortgages under this 
title shall be for 9n amount determined in accordance with subsections 
(e) and (f) of section 604 of this Act, except that any amount remaining 
after the payment of the full amount under the certificate of claim 
shall be retained by the Commissioner and credited to the Armed Serv- 
ices Housing Mortgage Insurance Fund. 

(h) The provisions of section 207(k) and section 207(l) of this Act 
shall be applicable to mortgages insured under this title and to property 
acquired by the Commissioner hereunder, except that as applied to 
such mortgages and property (1) all references in such sections to the 
“Housing Fund” shall be construed to refer to the “Armed Services 
Housing Mortgage Insurance Fund’’, and (2) the reference in section 
207(k) to “‘subsection (g)’’ shall be construed to refer to “‘subsection 
(d)” of this section. 

(i) The Commissioner shall also have power to insure under this 
title or title II any mortgage executed in connection with the sale by 
him of any property acquired under this title without regard to any 
limit - to eligibility, time or aggregate amount contained in this title 
or title IT. 

(j) Any contract of insurance executed by the Commissioner under 
this title shall be conclusive evidence of the eligibility of the mortgage 
for insurance and the validity of any contract of insurance so executed 
shall be incontestable in the hands of an approved mortgagee from the 
date of the execution of such contract, except for fraud or misrepre- 
sentation on the part of such approved mortgagee. 

(k) The Commissioner shall not insure any mortgage under this sec- 
tion unless the principal contractor or contractors engaged in the con- 
struction of the project involved file a certificate or certificates (at such 
times, in the course of construction or otherwise, as the Commissioner may 
prescribe) certifying that the laborers and mechanics employed in the 
construction of such project have been paid not less than one and one-half 
times the regular rate of pay for employment in excess of eight hours in 
any one day or in excess of forty hours in any one week. 

Sec. 804. (a) Moneys in the Armed Services Housing Mortgage 
Insurance Fund not needed for current operations under this title 
shall be deposited with the Treasurer of the United States to the 
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credit of the Armed Services Housing Mortgage Insurance Fund, or 
invested in bonds or other obligations of, or in bonds or other obliga- 
tions guaranteed as to principal and interest by, the United States. 
The Commissioner may, with the approval of the Secretary of the 
Treasury, purchase in the open market debentures issued under the 
provisions of this title. Such purchases shall be made at a price 
which will provide an investment yield of not less than the yield 
obtainable from other investments authorized by this section. Deben- 
tures so purchased shall be canceled and not reissued. 

(b) Premium charges, adjusted premium charges, and appraisal and 
other fees, received on account of the insurance of any mortgage 
insured under this title, the receipts derived from any such mortgage 
or claim assigned to the Commissioner and from any property acquired 
by the Commissioner, and all earnings on the assets of the Armed 
Services Housing Mortgage Insurance Fund, shall be credited to the 
Armed Services Housing Mortgage Insurance Fund. The principal 
of and interest paid and to be paid on debentures issued in exchange 
for any mortgage or property insured under this title, cash adjust- 
ments, and expenses incurred in the handling of such mortgages or 
property and in the foreclosure and collection of mortgages and claims 
assigned to the Commissioner under this title, shall be charged to the 
Armed Services Housing Mortgage Insurance Fund. 

Sec. 805. Whenever the Secretary of the Army, Navy, or Au Oe 
determines that it is necessary to lease any land held by the United 
States on or near a military installation to effectuate the purposes of 
this title, he may lease such land upon such terms and conditions as 
will, in his opinion, best serve the national interest. The authority 
conferred by this section shall be in addition to and not in derogation 
of any other power or authority of the Secretary of the Army, Navy, 
or Air Force, 

Ssc. 806. The second sentence of section 214 of the National Hous- 
ing Act, as amended, relating to housing in the Territory of Alaska, 
shall not apply to mortgages insured under this title on property in 
said Territory. 

Sec. 807. The Commissioner is authorized and directed to make 
such rules and regulations as may be necessary to carry out the provi- 
sions of this title. In the performance of, and with respect to, the 
functions, powers, and duties vested in him by this title, the Com- 
missioner, notwithstanding the provisions of any other law, shall ap- 
point a Special Assistant for Armed Services Housing for Mortgage 
Insurance, and provide the Special Assistant with adequate staff, 
whose whole responsibility will be to expedite operations under this 
title and to eliminate administrative obstacles to the full utilization of 
this title under the direction and supervision of the Commissioner. 

Sec. 808. [The] Except in the case of mortgages on multifamily 
rental housing projects insured under section 810, the cost certification 
required under section 227 of this Act shall not be required with re- 
spect to mortgages insured under the provisions of this title as amended 
by the Housing Amendments of 1955. 

Src. 809. (a) Notwithstanding any other provisions of this title and 
in addition to mortgages insured under section 803, the Commissioner 
may insure any mortgage under this section which meets the eligibility 
requirements set forth in section 203(b) of this Act: Provided, That a 
mortgage insured under this section shall have been executed by & 
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mortgagor who at the time of insurance is the owner of the property 
and either occupies the property or certifies that his failure to do so 
is the result of a change in his employment by the Armed Forces or a 
contractor thereof and to whom the Secretary or his designee has 
issued a certificate indicating that such person requires housing and is 
at the date of the certificate a civilian employee at a research or devel- 
opment installation of one of the military departments of the United 
States or a contractor thereof and is considered by such military de- 
partment to be an essential, nontemporary employee at such date. 
Such certificate shall be conclusive evidence to the Commissioner of 
the employment status of the mortgagor and of the mortgagor’s need 
for housing. 

(b) No mortgage shall be insured under this section unless the 
Secretary or his designee shall have certified to the Commissioner that 
the housing is necessary to provide adequate housing for such civilians 
employed in connection with such a research or development installa- 
tion and that there is no present intention to substantially curtail the 
number of such civilian personnel assigned or to be assigned to such 
installation. Such certification shall be conclusive evidence to the 
Commissioner of the need for such housing but if the Commissioner 
determines that insurance of mortgages on such housing is not an 
acceptable risk, he may require the Sdanteen to guarantee the Armed 
Services Housing Mortgage Insurance Fund from loss with respect to 
mortgages insured pursuant to this section. There are hereby author- 
ized to be appropriated such sums as may be necessary to provide for 
payment to meet losses arising from such guaranty. 

(c) The Commissioner may accept any mortgage for insurance under 
this section without regard to any requirement in any other section of 
this Act, that the project or property be economically sound or an 
acceptable risk. 

(d) Any mortgagee under a mortgage insured under this section is 
entitled to the benefits of insurance as provided in section 204(a) with 
respect to mortgages insured under section 203. 

(e) The provisions of subsections (b), (ce), (d), (e), (f), (@), (h), 
[and (j)] (y), and (k) of section 204 shall apply to mortgages insured 
under this section except that as applicable to those mortgages: (1) 
all references to the ‘‘Fund” or ‘‘“Mutual Mortgage Insurance Fund” 
shall refer to the ‘Armed Services Housing Mortgage Insurance 
Fund” and (2) all references to section 203 shall refer to this section. 

(f) The provisions of sections 801, 802, 803(c), 803(i), 803(j), 
804(a), 804(b), and 807 and the provisions of section 803(a) relating 
to the aggregate amount of all mortgages insured and the expiration 
date of the Commissioner’s authority to insure under this title, shall 
be applicable to mortgages insured under this section. 

Src. 810. (a) Notwithstanding any other provision of this title, the 
Commissioner may insure and make commitments to insure any mortgage 
under this section which meets the eligibility requirements hereinafter 
set forth. 

(6) No mortgage shall be insured under this section unless the Secretary 
of Defense or his designee shall have certified to the Commissioner that 
(1) the housing which is covered by the insured mortgage is necessary in 
the interest of national defense in order to provide adequate housing for 
military personnel and essential civilian personnel serving or employed 
in connection with an installation of one of the armed services of the 
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United States, (2) there 1s no present intention to curtail substantially 
the number of such personnel assigned or to be assigned to the installation. 
(3) adequate housing is not available for such personnel at reasonable 
rentals within reasonable commuting distances of such installation, and 
(4) the mortgaged property will not so far as can be reasonably foreseen 
substantially curtail occupancy in any existing housing in the vicinity 
of the installation which 1s covered by mortgages insured under this Act. 
Any such certificate issued by the Secretary of Defense or his designee 
shall be conclusive evidence to the Commissioner of the eligibility of the 
mortgage for insurance in accordance with the requirements of this sub- 
section. 

(c) The Commissioner may accept any mortgage for insurance under 
this section without regard to any requirement in any other section of this 
Act that the property or project be economically sound. 

(d) The Toaahdpaions shall require each project covered by a mortgage 
insured under this section to be held for rental for a period of not less than 
five years after the project or dwelling is made available fur initial occu- 
pancy or until advised by the Secretary of Defense or his designee that the 
housing may be released from such rental condition. The Commissioner 
shall prescribe such procedures as in his judgment are necessary to secure 
reasonable preference or priority in the sale or rental of dwellings covered 
by a mortgage insured under this section for military personnel and 
essential civilian employees of the armed services, and employees of 
contractors for the armed services, as evidenced by certification issued by 
the Secretary of Defense or his designee. Such certificate shall be con- 
clusive evidence to the Commissioner of the employment status of the 
person requiring housing and of such person’s need for the housing. 

(e) For the purpose of providing multifamily rental housing projects 
or housing projects consisting of individual single-family dwellings for 
sale, the Commissioner is authorized to insure mortgages (including 
advances on such mortgages during construction) which cover property 
held by a private corporation, association, cooperative society, or trust. 
Any such mortgagor shall possess powers necessary therefor and inci- 
dental thereto and shall until the termination of all obligations of the 
Commissioner under such insurance be regulated or restricted-as to rents 
or sales, charges, capital structure, rate of return, and methods of opera- 
tion to such extent and in such manner as to provide reasonable rentals 
to tenants and a reasonable return on the investment. The Commis- 
stoner may make such contracts with, and acquire for not to exceed $100 
such stock or interest in, any such corporation, association, cooperative 
society, or trust as he may deem necessary to render effective such restric- 
tion or regulation Such stock or interest shall be paid for out of the 
Armed Services Housing Mortgage Insurance Fund, and shall be re- 
deemed by the corporation, association, cooperative society, or trust at 
par upon the termination of all obligations of the Commissioner under 
the insurance 

(f) To be eligible for insurance under this section, a mortgage on any 
muitifamily rental property or project shall involve a principal obligation 
in an amount (1) not to exceed $5,000,000 or (2) not to exceed, for such 
part of such properiy or project as may be attributable to dwelling use, 
$2,500 per room (or $9,000 per family unit if the number of rooms in 
such property or project is less than four per family unit), and not to 
cui. 90 per centum of the estimated value of the property or project 
when the proposed physical improvements are completed. The Com- 
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missioner may increase any of the foregoing doliar amount limitations 

r room contained in this paragraph by not to exceed $1,000 per room 
m any eos area where he finds that cost levels so require. 

(g) To be eligible for insurance under this section, a mortgage on any 
property or progect constructed for eventual sale of single-family dwellings 
shall involve a prineipal obligation in an amount not to exceed $500,000 
and not to exceed a sum computed on the basis of a separate mortgage for 
each single-family dwelling (irrespective of whether such dwelling has a 
party wall or is otherwise physically connected with another dwelling or 
dwellings) comprising the property or project equal to the total of each 
of the maximum principal obligations of such mortgages which would 
meet the requirements of section 203(b)(2) of this Act, if the mortgagor 
were the owner and occupant who had made the required payment on 
account of the property prescribed in such paragraph. 

(h) Any mortgage insured under this section shai provide for complete 
amortization by periodic payments within such terms as the Commis- 
sioner may prescribe but not to exceed the maximum term applicable to 
mortgages under section 207 of this Act and shall bear interest (exclusive 
of premium charges for insurance) at not to exceed the rate applicable to 
mortgages insured under section 207, except that individual mortgages 
of the character described in subsection. (g) covering the individual dwell- 
ings in the project may have a term not in excess of the maximum term 
applicable to mortgages insured under section 208 of this Act or the 
unexpired term of the project mortgage at the time of the release of the 
mortgaged property from such project mortgage, whichever is the greater, 
and shall bear interest at not to exceed the rate applicable to mortgages 
insured under section 203. The Commissioner may consent to the 
release of a part or parts of the mortgaged property from the lien of the 
mortgage upon such terms and conditions as he may prescribe andthe 
mortgage may provide for such release, and a mortgage of the character 
described in subsection (g) of this section may provide that, at any time 
after the release of the project from the rental period prescribed by sub- 
section (d) such mortgage may be replaced, in whole or in part, by indi- 
vidual mortgages covering each individual dwelling in the project in 
amounts not to exceed the unpaid balance of the blanket mortgage allocable 
to the individual property. Each such individual mortgage may be 
insured under this section. Property covered by a mortgage insured 
under this section may include eight or more family units and may 
include such commercial and community facitilies as the Commissioner 
deems adequate to serve the occupants. 

(i) The aggregate number of dwelling units (including all units in 
multifamily projects or individual dwellings) covered by outstanding com- 
mitments to insure and mortgages insured under this section shall at no 
time exceed five thousand dwelling units. 

(j) The provisions of subsections (d), (e), (g), (A), (7), (), (kA), (, (m), 
(n), and (p) of section 207 of this title shall be applicable to mortgages 
imsured under this section except individual mortgages of the character 
described in subseetion (g) of this section covering the individual dwellings 
in the project, and as to such individual mortgages the provisions of sub- 
sections (a), (c), (d), (e), (Ff), (g), (h), (9), and (k) of section 204 shall be 
applicable: Provided, That wherever the words ‘‘Fund,’’ ““Mutual Mort- 
gage Insurance Fund,” or “Housing Insurance Fund” appear in section 
204 or 207, such reference shall refer to the Armed Services Housing 
Mortgage Insurance Fund with respect to mortgages insured under this 
section. 
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(k) The provisions of sections 801, 802, 8038(c), 808(i), 803(j), 
804(a), 804(b), and 807 and the provisions of section 803(a) relating 
to the aggregate amount of all mortgages insured and the expiration date 
of the Commissioner’s authority to insure under this title shall be appli- 
cable to mortgages insured under this section. 

(1) If the Commissioner determines that insurance of mortgages on 
any housing of the type described in this section is not an acceptable risk, 
he may require the Secretary of Defense to guarantee the Armed Services 
Housing Mortgage Insurance Fund from loss with respect to mortgages 
insured pursuant to this section. There are hereby authorized to be 
appropriated such sums as may be necessary to provide for payment to 
meet losses arising from such guaranty. 


HOUSING ACT OF 1949, AS AMENDED 


> » + + * * * 


TITLE I—SLUM CLEARANCE AND URBAN RENEWAL 


URBAN RENEWAL FUND 


Sec. 100. The authorizations, funds, and appropriations available 
ursuant to sections 102 and 103 hereof shall constitute a fund, to be 
nown as the “Urban Renewal Fund’’, and shall be available for ad- 

vances, loans, and [capital] grants to local public agencies for urban 
renewal projects in accordance with the provisions of this title, and 
all contracts, obligations, assets, and liabilities existing under or pur- 


suant to said sections prior to the enactment of the Housing Act of 
1954 are hereby transferred to said Fund. 


LOCAL RESPONSIBILITIES 


Sec. 101. (a) In entering into any contract for advances for sur- 
veys, plans, and other preliminary work for projects under this title 
or for grants pursuant to section 103(d), the Administrator shall give 
consideration to the extent to which appropriate local public bodies 
have undertaken positive programs (through the adoption, moderniza- 
tion, administration, and enforcement of housing, zoning, buildin 
and other local laws, codes and regulations relating to land use an 
adequate standards of health, sanitation, and safety for buildings, 
including the use and occupancy of dwellings) for (1) preventing the 
spread or recurrence in the community of slums and blighted areas, 
and (2) encouraging housing cost reductions through the use of 
appropriate new materials, techniques, and methods in land and 
residential planning, design, and construction, the increase of efficiency 
in residential construction, and the elimination of restrictive practices 
which unnecessarily increase housing costs. 

(b) In the administration of this title, the Administrator shall 
encourage the operations of such local public agencies as are estab- 
lished on a State, or regional (within a State), or unified metropoli- 
tan basis or as are established on such other basis as permits such 
agencies to contribute effectively toward the solution of community 
development or redevelopment problems on a State, or regional 
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(within a State), or unified metropolitan basis. The Administrator 
shall particularly encourage the utilization of local public agencies 
established by the States to operate on a statewide basis in behalf of 
smaller communities within the State which are undertaking or propose 
to undertake urban renewal programs whenever that arrangement facili- 
tates the undertaking of an urban renewal program by any such com- 
munity, or provides an effective solution to community development or 
redevelopment problems in such communities, and is approved by reso- 
lution or ordinance of the governing bodies of the affected communities. 

(c) No contract shall be entered into for any loan or capital grant 
under this title, or for annual contributions or capital grants pursuant 
to the United States Housing Act of 1937, as amended, for any proj- 
ect or projects not constructed or covered by a contract for annual 
contributions prior to August 1, 1956, and no mortgage shall be in- 
sured, and no commitment to insure a mortgage shall be issued, under 
section 220 or 221 of the National Housing Act, as amended, unless 
(1) there is presented to the Lanseianelee the locality a workable 
program (which shall include an official plan of action, as it exists 
from time to time, for effectively dealing with the problem of urban 
slums and blight within the community and for the establishment and 
preservation of a well-planned community with well-organized resi- 
dential neighborhoods of decent homes and suitable living environ- 
ment for adequate family life) for utilizing appropriate private and 
public resources to eliminate, and prevent the development or spread 
of, slums and urban blight, to encourage needed urban rehabilitation, 
to provide for the redevelopment of blighted, deteriorated, or slum 
areas, or to undertake such of the aforesaid activities or other feasible 
community activities as may be suitably employed to achieve the ob- 
jectives of such a program, and (2) on the basis of his review of 
such program, the Administrator determines that such program meets 
the requirements of this subsection and certifies to the constituent 
agencies affected that the Federal assistance may be made available 
in such community: Provided, That this sentence shall not apply to 
the insurance of, or commitment to insure, a mortgage under section 
220 of the National Housing Act, as amended, if the mortgaged prop- 
erty is in an area referred to in clause (A) (i) of paragraph (1) of 
section 220 (d), or under section 221 of the National Housing Act, 
as amended, [if the mortgaged property is in a community referred 
to in clause (2) of section 221 (a) of said Act] if the mortgaged prop- 
erty 1s in an area described in clause (8) of section 221 (a) of said 
Act, or in a community referred to in clause (2) (B) of said section: 
And provided further, That, notwithstanding any other provisions 
of law which would authorize such delegation or transfer, there shall 
not be delegated or transferred to any other official (except an officer 
or employee of the Housing and Home Finance Agency serving as 
Acting Administrator during the absence or disability of the Ad- 
ministrator or in the event of a vacancy in that office) the final au- 
thority vested in the Administrator (i) to determine whether any 
such workable program meets the requirements of this subsection, (ii) 
to make the certification that Federal assistance of the types enum- 
erated in this subsection may be made available in such community, 
(ii) to make the certifications as to the maximum number of dwelling 
units needed for the relocation of families to be displaced as a result 
of governmental action [in a community] and who would be eligible 
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to rent or purchase dwelling accommodations in properties covered 
by mortgage insurance under section 221 of the National Housing Act, 
as amended, or (iv) to determine that the relocation requirements of 
section 105 (c) of this title have been met. 

© s * * * + . 


LOANS 


Sec. 102. (a) To assist local communities in the elimination of 
slums and blighted or deteriorated or deteriorating areas, in prevent- 
ing the spread of slums, blight or deterioration. and in providin 
maximum opportunity for the redevelopment, rehabilitation, an 
conservation of such areas by private enterprise, the Administrator 
may make temporary and definitive loans to local public agencies in 
accordance with the provisions of this title for the undertaking of 
urban renewal projects. Such loans (outstanding at anv one time) 
shall be in such amounts not exceeding the estimated expenditures to 
be made by the local public agency as part of the gross project cost, 
bear interest at such rate (not less than the applicable going Federal 
rate), be secured in such manner, and be repaid within such period 
(not exceeding, in the case of definitive loans, forty years from the 
date of the bonds or other obligations evidencing such loans), as may 
be deemed advisable by the Administrator. Jn any case where, in 
connection with its undertaking and carrying out of an urban renewal 
project, a local public agency is authorized (under the circumstances in 
which the temporary loan herein provided is requested) to acqutre real 
property in the urban renewal urea, the Administrator. in addition to all 
other authority under this title and notwithstanding any other provisions 
of this title, regardless of the stage of development of the urban renewal 
plan and whether before or after the approval thereof, may make a tem- 
porary loan or loans to any such local public agency to finance the 
acquisilion of such real property: Provided, That no loan for such pur- 
pose shall be made unless (1) the governing body of the locality involved 
shall have approved by resolution or ordinance the acquisition of real 
property in the urban renewal area, and (2) either (A) the Administrator 
shall have determined that such loan is reasonably secured by a first 
mortgage or other prior lien upon such real property or is otherwise 
reasonably secured, or (B) the governing body of the locality shall have 
assumed the responsibility to bear any loss that may arise as the result of 
such acquisition in the event that the property so acquired is not used for 
urban renewal purposes because the urban renewal plan for the project is 
not approved, or is amended to omit any of the acquired property, or is 
abandoned for any reason: Provided further, That the Administrator 
may, in his discretion and subject io such conditions as he may impose, 
permit any structure so acquired to be demolished and removed, and may 
enclude in any loan authorized by this section the cost of such demolition 
and removal if the approval of the local governing body extends to such 
demolition and removal: And provided further, That the loan contract 
shall provide that the local public agency shall not dispose of such real 
property (except in lieu of foreclosure) until the local governing body of 
the locality involved shall have either approved the urban renewal plan for 
the project or consented to the disposal of such real property. 
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(c) Loans made pursuant to subsection -(a) or (b) hereof may be 
made subject to the condition that, if at any time or times or for any 
period or periods during the life of the loan contract the local public 
agency can obtain loan funds from sources other than the Federal 
Government at interest rates lower than provided in the loan contract, 
it may do so with the consent of the Administrator at such times and 
for such periods without waiving or surrendering any rights to loan 
funds under the contract for the remainder of the life of such contract, 
and, in any such case, the Administrator is authorized to consent to 
a pledge by the local public agency of the loan contract, and any or 
all of its rights thereunder, as security for the repayment of the prin- 
cipal of and the interest on the loan funds so obtained from other 
sources. 

* 





















* * * 
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[(e) To obtain funds for loans under this title, the Administrator, 
on and after July 1, 1949, may, with the approval of the President, 
issue and have outstanding at any one time notes and obligations for 
purchase by the Secretary of the Treasury in an amount not to exceed 
$25,000,000, which limit on such outstanding amount shall be in- 
creased by $225,000,000 on July 1, 1950, and by further amounts of 
$250,000,000 on July 1 in each: of the years 1951, 1952, and 1953, 
respectively: Provided, That (subject to the total authorization of not 
to exceed $1,000,000,000) such limit, and any such authorized increase 
therein, may be increased, at any time or times, by additional amounts 
aggregating not more than $250,000,000 upon a determination by the 
President, after receiving advice from the Council of Economic 
Advisers as to the ceiveral dfteot of such increase upon the conditions 
in the building industry and upon the national economy, that such 
action is in the public interest.] 

(e) The total amount of loan contracts outstanding at any one time 
under this title shall not exceed the aggregate of the estimated expenditures 
to be made by local public agencies as part of the gross project cost of the 
projects assisted by such contracts. To obtain funds for advance and 
loan disbursements under this title, the Administrator may issue and 
have outstanding at any one time notes and obligations for purchase by 
the Secretary of the Treasury in an amount which shail not, unless au- 
thorized by the President, exceed $1,000,000,000. For the purpose of 
establishing unpaid obligations as of a given date against the authorization 
contained in the preceding sentence, the Administrator shall estimate the 
marimum amount to be required to be borrowed from the Treasury and 
outstanding at any one time with respect to loan commitments in effect 
on such date. 

Sec. 103. (a) The Administrator may make capital grants to local 
public agencies in accordance with the provisions of this title for urban 
renewal projects: Provided, That the Administrator shall not make 
any contract for capital grant with respect to a project which con- 
sists of open land. The aggregate of such capital grants with respect 
to all the projects of a local public agency on which contracts for 
capital grants have been made under this title, exclusive of Pee 
referred to in the proviso hereto, shall not exceed two-thirds of the 
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aggregate of the net project costs of such nonexcluded projects: Pro- 
vided, That the aggregate of such capital grants may exceed two-thirds 
but not three-fourths of the aggregate net project costs of those proj- 
ects which the Administrator,.at the request of a local public agency 
may approve on such a three-fourths capital grant basis. A capita 

ant with respect to any individual project shall not exceed the 
Sidérence between the net project cost and the local grants-in-aid 
actually made with respect to the project. 

(b) [The Administrator, on and afte July 1, 1949, may, with the 
approval of the President, contract to make capital grants, with re- 
spect to projects assisted under this title, aggregating not to exceed 
$900,000,000, which limit shall be increased by $350.000,000 on the 
date of enactment of the Housing Act of 1957: Provided, That such 
limit, and any such authorized increase therein, may be increased, at 
any time or times, by additional amounts aggregating not more than 
$100,000,000 upon a determination by the President, after receiving 
advice from the Council of Economic Advisers as to the general effect 
of such increase upon the conditions in the building industry and upon 
the national economy, that such action is in the public interest.] 
The Administrator, on and after July 1, 1949, may, with the approval of 
the President, contract to make grants under this title aggregating not to 
exceed $1,350,000 ,000, which limit shall be increased by $350,000 ,000 on 
the date of enactment of the Housing Act of 1959, and by $300,000,000 
on July 1, 1960. The faith of the United States is solemnly pledged 
to the payment of all [capital] grants contracted for under this title, 
and there are hereby authorized to be appropriated, out of any money 
in the Treasury not otherwise appropriated, the amounts necessary 
to provide for such payments: Provided, That any amounts so appro- 
priated shall also be available for repaying to the Secretary of the Treasury, 
for application to notes of the Administrator, the principal amounts of 
any funds advanced to local public agencies under this title which the 
Administrator determines to be uncollectible because of the termination 
of activities for which such advances were made, together with the interest 
paid or accrued to the Secretary (as determined by him) attributable to 
notes given by the Administrator in connection with such advances, but 
all such repayments shall constitute a charge against the authorization 
to make contracts for grants contained in this section: Provided further, 
That no such determination of the Administrator shall be construed to 
prejudice the rights of the United States with respect to any such advance. 

(c) Notwithstanding any other provision of this or any other Act, uf 
financial assistance authorized by this title to be made available to a 
locality or local public agency may be made available to any locality or 
local public agency within the limitations provided in sections 102(e), 
103(b), and 106(e), and the second paragraph following the paragraph 
numbered (6) of section 110(c), the amount of such financial assistance 
made available to any locality or local public agency upon submission 
and processing of proper application therefor shall not otherwise be 
restricted except on the basis of (1) urgency of need, and (2) feasibility, as 
determined by the Administrator. 

(d) The Administrator may contract to make grants for the preparation 
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or completion of community renewal programs, which may include, 
without being limited to, (1) the identification of slum areas or blighted, 
deteriorated, or deteriorating areas in the community, (2) the measure- 
ment of the nature and degree of blight and blighting factors within such 
areas, (3) determination of the financial, relocation, and other resources 
needed and available to renew such areas, (4) the identification of poten- 
tial project areas and, where feasible, types of urban renewal action 
contemplated within such areas, and (5) scheduling or programing of urban 
renewal activities. Such programs shall conform, in the determination 
of the governing body of the locality, to the general plan of the locality 
as a whole. The Administrator may establish reasonable requirements 
respecting the scope and content of such programs. No contract for a 
grant pursuant to this subsection shall be made, unless the governing 
body of the locality involved has approved the preparation or completion 
of the community renewal program, and the submission by the local public 
agency of an application for such a grant. Notwithstanding section 
110(h) or the use in any other provision of this title of the term ‘local 
public agency” or ‘‘local public agencies”, the Administrator may make 
grants pursuant to this subsection for the preparation or completion 
of a community renewal program to a single local public body authorized 
to perform the planning work necessary to such preparation or comple- 
tion. No grant made pursuant to this subsection shall exceed two-thirds 
of the cost (as such cost is.determined or estimated by the Administrator) 
of the preparation or completion of the community renewal program for 
which such grant is made. 
* * 7 
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LOCAL DETERMINATIONS 






Ssc. 105. Contracts for loans or capital grants shall be made only 
with a duly authorized local public agency and shall require that— 


* - * * * + * 


(b) When real property acquired or held by the local public agency 
in connection with the project is sold or leased, the purchasers or 
lessees and their assignees shall be obligated (i) to devote such prop- 
erty to the uses specified in the urban renewal plan for the project 
area; (ii) to begin within a reasonable time any improvements on such 
property required by the urban renewal plan; and (iii) to comply 
with such other conditions as the Administrator finds, prior to the 
execution of the contract for loan or capital grant pursuant to this 
title, are necessary to carry out the purposes of this title: Provided, 
That clause (ii) of this subsection shall not apply to mortgagees and 
others who acquire an interest in such property as the result of the 
enforcement of any lien or claim thereon: And provided further, 
That, with respect to any improvements of a type which it is otherwise 
authorized to undertake, any Federal agency (as defined in section 3(6) 
of the Federal Property and Administrative Servvces Act of 1949, as 
amended, and also including the District of Columbia or any agency 
thereof) 1s hereby authorized to become obligated in accordance with this 
subsection, except that clause (ii) of this subsection shall apply to such 
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Federal agency only to the extent that it is authorized (and funds have 
been made available) to make the improvements involved; 
* * * * * * * 


(e) No understanding with respect to, or contract for, the disposition 
of land within an urban renewal area shall be entered into by a local 
public agency unless the local public agency shall have first made public, 
tn such form and manner as may be prescribed by the Administrator, 
(1) the name of the redeveloper, together with the names of its officers and 
principal members, shareholders and investors, and other interested parties, 
(2) the redeveloper’s estimate of the cost of any residential redevelopment 
and rehabilitation, and (3) the redeveloper’s estimate of rentals and sales 
prices of any proposed housing involved in such redevelopment and re- 
habilitation: Provided, That nothing in this subsection shall constitute a 
basis for contesting the conveyance of, or title to, such land. 


GENERAL PROVISIONS 


Sec. 106. (a) In the performance of, and with respect to, the func- 
tions, powers, and duties vested in him by this title, the Administrator, 
notwithstanding the provisions of any other law, shall— 

(1) appoint a Director to administer the provisions of this title 
under the direction and supervision of the Administrator and the 
basic rate of compensation of such position shall be the same as 
the basic rate of compensation established for the heads of the 
constituent agencies of the Housing and Home Finance Agency; 

(2) prepare annually and submit a budget program as provided 
for wholly owned Government corporations by the Government 
Corporation Control Act, as amended; 

(3) maintain an integral set of accounts which shall be audited 
annually by the General Accounting Office in accordance with 
the principles and procedures applicable to commercial] trans- 
actions as provided by the Government Corporation Control Act, 
as amended, and no other audit shall be required: Provided, That 
such financial transactions of the Administrator as the making 
of advances of funds, loans, or [capital] grants and vouchers 
approved by the Administrator in connection with such financial 
transactions shall be final and conclusive upon all officers of the 
Government. 

(b) Funds made available to the Administrator pursuant to the 
provisions of this title shall be deposited in a chadait account or 
accounts with the Treasurer of the United States. ecsipad and 
assets obtained or held by the Administrator in connection with the 
performance of his functions under this title shall be available for 
any of the purposes of this title (except for [capital] grants pursuant 
to section 103 hereof), and all funds available for carrying out the 
functions of the Administrator under this title (including appropria- 
tions therefor, which are hereby authorized), shall be available, in 
such amounts as may from year to year be authorized by the Con- 
gress, for the administrative expenses of the Administrator in con- 
nection with the performance of such functions: Provided, That 
necessary expenses of inspections and audits, and of providing repre- 
sentatives at the site, of projects being planned or undertaken by local 
public agencies pursuant to this title shall be compensated by such 
agencies by the payment of fixed fees which’ in the aggregate will 
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cover the costs of rendering such services, and such expenses shall be 
considered nonadministrative; and for the purpose of providing such 
inspections and audits and of providing representatives at the sites, 
the Administrator may utilize any agency and such agency may 
accept reimbursement or payment for such services from such local 
public agencies or the Administrator, and credit such amounts to the 
appropriations or funds against which such charges have been made, 

(c) In the performance of, and with respect to, the functions, 
powers, and duties vested in him by this title, the Administrator, 
notwithstanding the provisions of any other law, may— 

(1) sue and be sued; 

(2) foreclose on any property or commence any action to pro- 
tect or enforce any right conferred upon him by any law, contract, 
or other agreement, and bid for and purchase at any foreclosure 
or any other sale any project or part thereof in connection with 
which he has made a loan or capital grant pursuant to this title. 
In the event of any such acquisition, the Administrator may, not- 
withstanding any other provision of law relating to the acquisi- 
tion, handling, or disposal of real property by the United States, 
complete, administer, dispose of, and otherwise deal with, such 
project or part thereof: Provided, That any such acquisition of 
val property shall not deprive any State or political subdivision 

thereof of its civil jurisdiction in and over such property or 
impair the civil rights under the State or local laws of the 
inhabitants on such property; 

(3) enter into agreements to pay annual sums in lieu of taxes 
to any State or local taxing authority with respect to any real 
property so acquired or owned, and such sums shall approximate 
the taxes which would be paid upon such property to the State or 
local taxing authority, as the case may be, if such property were 
not exempt from taxation; 

(4) sell or exchange at public or private sale, or lease, real or 
personal property, and sell or exchange any securities or obliga- 
tions, upon such terms as he may fix; 

(5) obtain insurance against loss in connection with property 
and other assets held; 

(6) subject to the specific limitations in this title, consent to 
the modification, with respect to rate of interest, time of payment 
of any installment of principal or interest, security, amount of 
[capital] grant, or any other term, of any contract or agreement 
to which he is a party or which has been transferred to him pur- 
suant to this title; 

(7) include in any contract or instrument made pursuant to 
this title such other covenants, conditions, or provisions (includ- 
ing such covenants, conditions, or provisions as, in the determina- 
tion of the Administrator, are necessary or desirable to prevent 
the payment of excessive prices for the acquisition of land in 
connection with projects assisted under this title) as he may deem 
necessary to assure that the purposes of this title will be achieved. 
No provision of this title shall be construed or administered to 
permit speculation in land holding; and 

(8) make advance or progress payments on account of any 
[capital] grant contracted to be made pursuant to this title, not- 
withstanding the provisions of section 3648 of the Revised 
Statutes, as amended, or any other provisions of this title. 
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(d) Section 3709, as amended, of the Revised Statutes shall not 
apply to any contract for services or supplies on account of any prop- 
erty acquired pursuant to this title if the amount of such contract does 
not exceed $1,000. 

(e) Not more than 12% per centum of the grant funds provided 
for in this title [, either in the form of loans or grants,] shall be ex- 
pended in any one State: Provided, That the Kimintstrator, with- 
out regard to such limitation, may enter into contracts for [capital 
grants aggregating not to exceed $100,000,000 (subject to the tot 
authorization provided in section 103(b) of this title) with local 

ublic agencies in States where more than two-thirds of the maximum 
Feapital grants permitted in the respective State under this sub- 
section has been obligated. 

(f)(1) Notwithstanding any other provision of this title, an urban 
renewal project respecting which a contract for a capital grant is 
executed under this title may include the making of relocation pay- 
ments (as defined in paragraph (2)); and such contract shall provide 
that the capital grant otherwise payable under this title shall be in- 
creased by an amount equal to such relocation payments and that no 
- of the amount of such relocation payments shall be required to 

e contributed as part of the local grant-in-aid. 

(2) [As used in this subsection, the term ‘relocation payments” 
means payments by a local public agency, in connection with a project, 
to individuals, families, and business concerns for their reasonable 
and necessary moving expenses and any actual direct losses of prop- 
erty except goodwill or profit (which are incurred on and after the 
date of the enactment of the Housing Act of 1956, and for which reim- 
bursement or compensation is not otherwise made) resulting from their 
displacement by an urban renewal project included in an urban 
renewal area respecting which a contract for capital grant has been 
executed under this title] As used in this subsection, the term “relo- 
cation payments’’ means payments by a local public agency to indi- 
viduals, families, and business concerns for their reasonable and neces- 
sary moving erpenses and any actual direct losses of property except 
goodwill or profit (which are incurred on and after August 7, 1956, and 
Jor which reimbursement or compensation is not otherwise made) result- 
ing from their displacement from an urban renewal area made necessary 
by (i) the acquisition of real property by a local public agency or by any 
other public body, (it) code enforcement activities undertaken in connec- 
tion with an urban renewal project, or (tit) a program of voluntary re- 
habilitation of buildings or other improvements in accordance with an 
urban renewal plan: Provided, That such payments shall not be made 
after completion of the project or if completion is deferred solely for the 
= of obtaining further relocation payments. Such payments shall 

e made subject to such rules and regulations as may be prescribed 
by the Administrator, and shall not exceed [$100] $200 in the case 
of an individual or family, or [$2,500] $3,000 in the case of a busi- 
ness concern. Such rules and regulations may include provisions au- 
thorizing payment to individuals and families of fixed amounts (not 
to exceed [$100] $200 in any case) in lieu of their respective reason- 
able and necessary moving expenses. 

(3) Any contract with a local public agency which was executed 
under this title before the date of the enactment of the Housing Act 
of 1956 may be amended to provide for payments under this subsec- 
tion for expenses and losses incurred on or after such date. 
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(g) No provision permitting the new construction of hotels or other 
housing for transient use in the redevelopment of any urban renewal area 
under this title shall be included in the urban renewal plan unless the 
community in which the project is located, under regulations prescribed 
by the Administrator, has caused to be made a competent independent 
analysis of the local supply of transient housing and as a result thereof 
has determined that there exists in the area a need for additional units 
of such housing. 


PAYMENT FOR LAND USED FOR LOW-RENT PUBLIC HOUSING 






[Src. 107. If the land for a low-rent housing project assisted under 
the United States Housing Act of 1937, as amended, is made available 
from a project assisted under this title, payment equal to the fair 
value of the land for the uses specified in accordance with the urban 
renewal plan shall be made therefor by the public housing agency 
undertaking the housing project, and such amount shall be included 
as part of the development cost of the low-rent housing project.] 

Sec. 107. When it appears in the public interest that land to be ac- 
quired as part of an urban renewal project should be used in whole or in 
part as a site for a low-rent housing project assisted under the United 
States Housing Act of 1937, as amended, or under a State or local program 
found by the Administrator to have the same general purposes as the 
Federal program under such Act, the site shall be made available to the 
public housing agency undertaking the low-rent housing project at a price 
equal to the fair value of land to a private redeveloper who wants to buy a 
site in the community for private rental housing with physical character- 
istics similar to those of the proposed low-rent housing project, and such 
amount shall be included as part.of the development cost of such low-rent 
housing project: Provided, That the local contribution in the form of tax 
exemption or tax remission required by section 10(h) of such Act, or by 
analogous provisions in legislation authorizing such State or local pro- 
gram, with respect to the low-rent housing project into which such land is 
incorporated shall (if covered by a contract which, in the determination of 
the Public Housing Commissioner, and without regard to the requirements 
of the first proviso of such section 10(h), will assure that such local contri- 
bution will be made during the entire period that the project is used as 
low-rent housing within the meaning of such Act, or by provisions found 
by the Administrator to give equivalent assurance in the case of State or 
local programs), be accepted as a local grant-in-aid equal in amount, as 
determined by the Administrator, to one-half (or one-third in the case of 
an urban renewal project on a three-fourths capital grant basis) of the 
difference between the cost of such site (including costs of land, clearance, 
site improvements, and a share, prorated on an area basis, of administra- 
tive, interest, and other project costs) and its sales price, and shall be 
considered a local grant-in-aid furnished in a form other than cash within 
the meaning of section 110(d) of this Act. 


* * * * * o o 











DEFINITIONS 







Sec. 110. The following terms shall have the meanings, respectively, 
ascribed to them below, and, unless the context clearly indicates other- 
wise. shall include the plural as well as the singular number: 
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(a) “Urban renewal area’ means a slum area or a blighted, deteri- 
orated, or deteriorating area in the locality involved which the Ad- 
ministrator approves as appropriate for an urban renewal project. 

(b) “Urban renewal plan” means a plan, as it exists from time to 
time, for an urban renewal project, which plan (1) shall conform to 
the general plan of the locality as a whole and to the workable pro- 

am referred to in section 101 hereof and shall be consistent with 

efinite local objectives respecting appropriate land uses, improved 
traffic, public transportation, public utilities, recreational and commu- 
nity facilities, and other public improvements; and (2) shall be suf- 
ficiently complete to indicate, to the extent required by the Adminis- 
trator for the making of loans and grants under this title, such land 
acquisition, demolition and removal of structures, redevelopment 
improvements, and rehabilitation as may be proposed to be carried 
carried out in the urban renewal area, zoning and planning changes, 
if any, land uses, maximum densities, and building requirements. 

(c) “Urban renewal project” or “project”? may inelude undertak- 
ings and activities of a local public agency in an urban renewal area 
for the elimination and for the prevention of the development or 
spread of slums and blight, and may involve slum clearance and rede- 
velopment in an urban renewal area, or rehabilitation or conservation 
in an urban renewal area, or any combination or part thereof, in ae- 
cordance with such urban renewal plan. Such undertakings and 
activities may include— 

(1) acquisition of (i) a slum area or a deteriorated or deterio- 
rating area, or (ii) land which is predominantly open and which 
because of obsolete platting, diversity of ownership, deterioration 
of structures or of site improvements, or otherwise, substantially 
impairs or arrests the sound growth of the community, or (iii) 
open land necessary for sound community growth which is to be 
developed for predominantly residential uses: Provided, That the 
requirement in paragraph (a) of this section that the area be a 
slum area or a blighted, deteriorated or deteriorating area shall 
not be applicable in the case of an open land project; 

(2) demolition and removal of buildings and improvements; 

(3) installation, construction, or reconstruction of streets, utili- 
‘ties, parks, playgrounds, and other improvements necessary for 
carrying out in the urban renewal area the urban renewal objec- 
tives of this title in accordance with the urban renewal plan; 

(4) disposition of any property acquired in the urban renewal 
‘area (including sale, initial leasing or retention by the local publie 
agency itself) at its fair value for uses in accordance with the 
urban renewal plan; 

(5) carrying out plans for a program of voluntary repair and 
rehabilitation of buildings or other improvements in accordance 
with the urban renewal plan: and 

(6) acquisition of any other real property in the urban renewal 
area where necessary to eliminate unhealthful, insanitary or un- 
safe conditions, lessen density, eliminate obsolete or other uses 
detrimental to the public welfare, or otherwise to remove or pre- 
vent the spread of blight or deterioration, or to provide land for 
needed public facilities. 

For the purposes of this title, the term “project” shall not include 
the construction or improvement of any building, and the term “Te- 
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development” and derivatives thereof shall mean development as well 
as redevelopment. For any of the purposes of section 109 hereof, the 
term ‘“‘project’’ shall not include any donations or provisions made as 
local grants-in-aid and eligible as such pursuant to clauses (2) and (3) 
of section 110(d) hereof. 

[Financial assistance shall not be extended under this title with 
respect to any urban renewal area which is not clearly predominantly 
residential in character unless such area will be a predominantly resi- 
dential area under the urban renewal plan therefor: Provided, That, 
where such an area which is not clearly predominantly residential 
in character contains a substantial number of slum, blighted, deteri- 
orated, or deteriorating dwellings or other living accommodations, 
the elimination of which would tend to promote the public health, 
safety, and welfare in the locality involved and such area is not ap- 
propriate for predominantly residential uses, the Administrator may 
extend financial assistance for such a project, but the aggregate of 
the capital grants made pursuant to this title with respect to such 
projects shall] not exceed 10 per centum of the total amount of capital 
grants authorized by this title.] Financial assistance shall not be ex- 
tended under this title with respect to any urban renewal area which 
is not predominantly residential in character and which, under the 
urban renewal plan therefor, is not to be redeveloped for predomi- 
nantly residential uses: Provided, That, if the governing body of the 
local public agency determines that the redevelopment of such an area 
for predominantly nonresidential uses is necessary for the proper devel- 
opment of the community, the Administrator may extend financial 
assistance under this title for such a project: Provided further, That 
the aggregate amount of capital grants contracted to be made pursuant 
to this tithe with respect to such projects after the date of the enactment of 
the Housing Act of 1959 shall not exceed 20 per centum of the aggregate 
amount of grants authorized by this title to be contracted for after such date. 

In addition to all other powers hereunder vested, where land within 
the purview of clause, (1)(ii) or (1)(iii) of the first paragraph of 
this subsection (whether it be predominantly residential or nonresi- 
dential in character) is to be redeveloped for predominantly non- 
residential uses, loans and advances under this title may be extended 
therefor if the governing body of the local ees agency determines 
that such redevelopment for predominantly nonresidential uses is 
necessary and appropriate to facilitate the proper growth and develop- 
ment of the community in accordance with sound planning standards 
and local community objectives and to afford maximum opportunity 
for the redevelopment of the project area by private enterprise: 
Provided, That loans and outstanding advances to any local public 
agency pursuant to the authorization of this sentence shall not exceed 
2% per centum of the estimated gross project costs of the projects 
undertaken under other contracts with such local public agency pur- 
suant to this title. 

(d) “Local grants-in-aid” shall mean assistance by a State, munic- 
ipalitv, or other public body, or (in the case of cash grants or dona- 
tions of land or other real property) any other entity, in connection 
with any project on which a contract for capital grant has been 
made under this title, in the form of (1) cash grants to defray expendi- 
tures within the purview of section 110(e)(1) hereof; (2) donations, 
at cash value, of land or other real property (exclusive of land in 
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streets, alleys, and other public rights-of-way which may be vacated 
in connection with the project) in the urban renewal area, and demo- 
lition, removal, or other work or improvements in the urban renewal 
area, at the cost thereof, of the types described in clause (2) and 
clause (3) of the second sentence of section 110(c); and (3) the pro- 
vision, at their cost, of public buildings or other public facilities (other 
than publicly owned housing and revenue producing public utilities 
the capital cost of which is wholly financed with local bonds or obliga- 
tions payable solely out of revenues derived from service charges) 
which are necessary for carrying out in the area the urban renewal 
objectives of this title in accordance with the urban renewal plan: 
Provided, That in any case where, in the determination of the Admin- 
istrator, any park, playground, public building, or other public facility 
is of direct benefit both to the urban renewal area and to other areas, 
and the approximate degree of the benefit to such other areas is 
estimated by the Administrator at 20 per centum or more of the 
total benefits, the Administrator shall provide that, for the purpose 
of computing the amount of the local grants-in-aid for the project, 
there shall be included only such portion of the cost of such facility 
as the Administrator estimates to be proportionate to the approxi- 
mate degree of the benefit of such facility to the urban renewal area: 
And provided further, That for the purpose of computing the amount 
of local grants-in-aid under this section 110(d) with respect to any 
project covered by a Federal-aid contract under this title, the esti- 
mated cost (as determined by the Administrator) of parks, play- 
grounds, public buildings, or other public facilities may be deemed 
to be the actua! cost thereof if (i) the construction or provision thereof 
is not completed at the time of final disposition of land in the project 
to be acquired and disposed of under the urban renewal plan, and 
(ii) the Administrator has received assurances satisfactory to him 
that such park, playground, public building, or other public facility 
will be constructed or completed when needed and within a time pre- 
scribed by him: And provided further, That in-any case where a public 
facility furnished as a local grant-in-aid is financed in whole or in 
part by special assessments against real property in the project area 
acquired by the local public agency as part of the project, an amount 
equal to the total special assessments against such real property (or, 
in the case of a computation pursuant to the proviso immediately 
preceding, the estimated amount of such total special assessments) 
shall be deducted from the cost of such facility for the purpose or 
computing the amount of the local grants-in-aid for the project. 
With respect to any demolition or removal work, improvement of 
facility for which a State, municipality, or other public body has 
received or has contracted to receive any grant or subsidy from the 
United States, or any agency or instrumentality thereof, the portion 
of the cost thereof defrayed or estimated by the Administrator to be 
defrayed with such subsidy or grant shall not. be eligible for inclusion 
as a local grant-in-aid. 

Notwithstanding any other provision of this subsection, no donation 
or provision of a publee improvement or public facility of a type falling 
within the purview of this subsection shall be deemed to be ineligible as 
a local grant-in-aid for any project solely on the basis that the construc- 
tion of such improvement or facility was commenced without notification 
to the Administrator or prior to Federal recognition of such project, if 
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such construction was commenced not more than three years prior to the 
authorization by the Administrator of a contract for loan or capital grant 
for the project. 

(e) “Gross project cost’ shall comprise (1) the amount of the ex- 
penditures by the local public agency with respect to any and all 
undertakings necessary to carry out the project (including the pay- 
ment of carrying charges, but not heyéladithe point where the proj- 
ect is coteelomaine and (2) the amount of such local grants-in-aid as 
are furnished in forms other than [cash:] cash. There may be included 
as part of the gross project cost, under any contract for loan or grant 
heretofore or hereafter erecuted under this title, with respect to moneys of 
the local public agency which are actually expended and vutstanding for 
undertakings (other than in the form of local grants-in-aid) necessary to 
carry out the project, in the absence of carrying charges on such moneys, 
an amount in lieu of carrying charges which might otherwise have been 

yable thereon for the period such moneys are expended and outstanding 
ut not beyond the point where the project is completed, computed for eac 
siz-month period or portion thereof, at an interest rate te be determined 
by the Administrator after taking into consideration for each preceding 
siz~month period the average interest rate borne by any obligations of 
local public agencies for short-term funds obtained from sources other 
than the Federal Government in the manner provided in section 102(e): 
Provided, That such amount may be computed on the net total of all such 
moneys of the local public agency remaining expended and outstanding, 
less other moneys received from the project undertaken m excess of project 
expenditures, in all projects of the local public agency under this title, and 
allocated, as the Administrator may determine, to each of such projects. 
[Provided, That with] With respect to a project for which a contract 
for capital grant has been executed on a three-fourths basis pursuant 
to the proviso in the second sentence of section 103(a), gross project 
cost shall include, in lieu of the amount specified in clause (1) above, 
the amount of the expenditures by the letabetililie agency with respect 
to the following undertakings and activities necessary to carry out 
such project: 

(i) acquisition of land (but only to the extent of the considera- 
tion paid to the owner and not title, appraisal, negotiating, legal, 
or any other expenditures of the local public agency incidental to 
acquiring land), disposition of land, demolition and removal of 
buildings and improvements, and site preparation and improve- 
ments, all as provided in paragraphs (1), (2), (3), (4), and (6) of 
[section 110(c)] subsection (c); and 

(ii) the payment of carrying charges related to the undertakings 
in clause (i) (including amounts in lieu of carrying charges as 
determined above), exclusive of taxes and payments in lieu of taxes 
but not beyond the point where such a project is completed; 

but not the cost of any other undertakings and activities (including, 
but without being limited to, the cost of surveys and plans, legal serv- 
ices of any kind, and all administrative and ewertitail expenses of the 
local public agency) with respect to such project. Where real prop- 
erty in the project area is acquired and is owned as part of the project 
by the local public agency and such property is not subject to ad 
valorem taxes by reason of its ownership by the local onlin agency 
and payments in lieu of taxes are not made on account of such prop- 
erty. there may (with respect to any project for which a contract of 
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Federal assistance under this title is in force or is hereafter executed, 
other than a project on which a contract for capital grant is made on 
a three-fourths basis pursuant to the proviso in the second sentence 
of section 103(a)) be included, at the discretion of the Administrator, 
in gross project cost an amount equal to the ad valorem taxes which 
would have been levied upon such property if it had been subject to 
ad valorem taxes, but in all cases prorated for the period during 
which such property is owned by the local public agency as part of the 
project, and such amount shall also be considered a cash local grant- 
in-aid within the purview of section 110(d) hereof. Such amount, 
and the amount: of taxes or payments in lieu of taxes included in 
gross project cost, shall be subject to the approval of the Adminis- 
trator and such rules, regulations, limitations, and conditions as he 
may prescribe. 

(f) “Net project cost’”’ shall mean the difference between the gross 
project cost and the aggregate of (1) the total sales prices of all land 
or other property sold, and (2) the total capital values (i) imputed, 
on a basis approved by the Administrator, to all land or other prop- 
erty leased, and (1) used as a basis for determining the amounts to 
be transferred to the project from other funds of the local public 
agency to compensate for any land or other property retained by it 
for use in accordance with the urban renewal plan. 

(g) ‘‘Going Federal rate’’ means (with respect to any contract for 
a loan or advance entered into after the first annual rate has been 
specified as provided in this sentence) the annual rate of interest 
which the Secretary of the Treasury shall specify as applicable to 
the six-month period (beginning with the six-month period ending 
December 31, 1953) during which the contract for loan or advance 
Lis approved] for any project under this title is authorized by the 
Administrator, which applicable rate for each six-month period shall 
be determined by the Secretary of the Treasury by estimating the 
average yield to maturity, on the basis of daily closing market bid 
quotations or prices during the month of May or the month of Novem- 
ber, as the case may be, next preceding such six-month period, on all 
outstanding marketable obligations of the United States having a 
maturity date of fifteen or more years from the first day of such 
month of May or November, and by adjusting such estimated average 
yield to the nearest one-eighth of 1 per centum. Any such contract 
for loan made may be revised or superseded by a later contract, so 
that the going Federa! rate, on the basis of which the interest rate 
on the loan is fixed, shall mean the going Federal rate, as herein 
defined, on the date that such [contract is revised or superseded by 
such later contract] /ater contract is authorized. 

(hb) ‘Local public agency” means any State, county, municipality, 
or other governmental entity or public body, or two or more such 
entities or bodies, authorized to undertake the project for which 
assistance is sought. ‘‘State’’ includes the several States, the District 
of Columbia, the Commonwealth of Puerto Rico, and the Territories 
and possessions of the United States. 

(i) “‘Land”’ means any real property, including improved or unim- 
proved land, structures, improvements, easements, incorporeal heredit- 
aments, estates, and other rights in land, legal! or equitable. 

(j) “Administrator” means the Housing and Home Finance 
Administrator. 
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(k) “Federal recognition” means execution of any contract for finan- 
cial assistance under this title or concurrence by the Administrator in 
the commencement, without such assistance, of surveys and plans. 


DISASTER AREAS 


Sec. 111. Where the local governing body certifies, and the Admin- 
istrator finds, that an urban area is in need of redevelopment or 
rehabilitation as a result of a flood, fire, hurricane, earthquake, storm, 
or other catastrophe which the President, pursuant to section 2(a) of 
the Act entitled ‘‘An Act to authorize Federal assistance to States and 
local governments in major disasters, and for other purposes’”’ (Public 
Law 875, Eighty-first Congress, approved September 30, 1950), as 
amended, has determined to be a major disaster, the Administrator is 
authorized to extend financial assistance under this title for an urban 
renewal project with respect to such area without regard to the 
following: 

(1) the ‘‘workable program” requirement in section 101(c), 
except that any contract for temporary loan or capital grant 
pursuant to this section shall obligate the local public agency to 
comply with the “workable program”’ requirement in section 101 
(c) by a future date determined to be reasonable by the Adminis- 
trator and specified in such contract; 

(2) the requirements in section 105(a)(iii) and section 110(b) 
(1) that the urban renewal plan conform to a general plan of the 
locakty as a whole and to the workable program referred to in 
section 101(c); 

(3) the “‘relocation’’ requirements in section 105(c): Provided, 
That the Administrator finds that the local public agency has pre- 
sented a plan for the encouragement, to the maximum extent 
feasible, of the provision of dwellings suitable for the needs of 
families displaced by the catastrophe or by redevelopment or 
rehabilitation activities; 

(4) the “public hearing’’ requirement in section 105(d); 

(5) the requirements in sections i02 and ii0 that the urban 
renewal area be a slum area or a blighted, deteriorated, or deteri- 
orating area; and 

(6) the requirements in section 110 with respect to the predomi- 
nantly residential character or predominantly residential re-use of 
urban renewal areas. 

In the preparation of the urban renewal! plan with respect to a project 
aided under this section, the local public agency shall give due regard to 
the removal or relocation of dwellings from the site of recurring floods 
or other recurring catastrophes in the project area. 


URBAN RENEWAL AREAS INVOLVING COLLEGES OR UNIVERSITIES 





Sec. 112. In any case where an educational institution is located in 
or near an urban renewal project area and the governing body of the 
locality determines that, in addition to the elimination of slums and blight 
from such area, the undertaking of an urban renewal project in such area 
will further promote the public welfare and the proper development of the 
community (1) by making land in such area available for disposition, 
for uses in accordance with the urban renewal plan, to such educational 
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institution for redevelopment tn accordance with the use or uses specified 
in the urban renewal plan, (2) by providing, through the redevelopment 
of the area in accordance with the urban renewal plan, a cohesise neighbor- 
hood environment compatible with the functions and needs of such educa- 
tional institution, or (3) by any combination of the foregoing, the Ad- 
ministrator is authorized tu extend financial assistance under this title 
for an urban renewal project in such area without regard to the require- 
ments in section 110 hereof with respect to the predominantly residential 
character or predominantly residential reuse of urban renewal areas: 
Provided, That the aggregate expenditures made by such institution 
(directly or through a private redevelopment corporation) for the acquisi- 
tion (from others than the local public agency), within, adjacent to, or 
in the immediate vicinity of the project area, of land, buildings, and 
structures to be redeveloped or rehabilitated by such institution for edu- 
caticual uses in accordance with the urban renewal plan (or with a 
development plan proposed by such institution or corporation, fownd 
acceptable by the Administrator after considering the standards specified 
in section 110(b), and approved under State or local law after public 
hearing), and for the demolition of such buildings and structures (includ- 
ing expenditures to assist in relocating tenants therefrom), if, pursuant 
to such urban renewal or development plan, the land is to be cleared and 
redeveloped, as certified by such institution to the local public agency and 
approved by the Administrator, shall be a local grant-in-aid in connection 
with such urban renewal project: Provided further, That no such expen- 
ditures shall be deemed ineligible as a local grant-in-aid in connection 
with any such project if made not more than five years prior to the au- 
thorization by the Administrator of a contract for a loan or capital grant 
for such urban renewal project: And provided further, That the term 
“educational institution’? as used herein shall mean any educational 
institution ot higher learning, including any public educational institu- 
tion or any private educational institution, no part of the net earnings 
of which shall inure to the benefit of any private shareholder or individual. 


THE UNITED STATES HOUSING ACT OF 1937, AS 
AMENDED 


AN ACT To provide financial assistance to the States and political subdivisions 
thereof for the elimination of unsafe and insanitary housing conditions for 
the eradication of slums, for the provision of decent, safe, and sanitary dwell- 
ings for families of low income. and for the reduction of unemployment and the 
stimulation of business activity to create a United States Housing Authority 
and for other purposes 





Be it enacted by the Senate and Howse of Representatives of the 
United States of America in Congress assembled, 





DECLARATION OF POLICY 






Section |. [tis hereby declared to be the policy of the United States 
to promote the general welfare of the Nation by employing its funds 
and credit, as provided in this Act, to assist the several States and 
their political subdivisions to alleviate present and recurring unem- 
ployment and to remedy the unsafe and tnsanitary housing conditions 
and the acute shortage of decent, safe, and sanitary dwellings for fami- 
lies of low income, in urban and rural nonfarm areas, that are injuri- 
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ous to the health, safety, and morals of the citizens of the Nation. 
In the development of low-rent housing it shall be the policy of the United 
States to make adequate provision for larger families and for families 
consisting of elderly persons. It is the policy of the United States to 
vest in the local public housing agencies the maximum amount of respon- 
sibility in the administration of the low-rent housing program, including 
responsibility for the establishment of rents and eligibility requirements 
(subject to the approval of the Authority), with due consideration to ac- 
complishing the objectives of this Act while effecting economies. 


DEFINITIONS 


Sec. 2. When used in this Act— 

(1) The term ‘“‘low-rent housing” means decent, safe, and sanitary 
dwellings within the financial reach of families of low income, and 
developed and administered to promote serviceability, efficiency, econ- 
omy, and stability, and embraces all necessary appurtenances thereto. 
[The dwellings in low-rent housing as defined in this Act shall be 
available solely for families whose net annual income at the time of 
admission, less an exemption of (a) $100 for each adult dependent 
member of the family having no income and for each minor (other 
than the head of the family and his spouse), and (b) not to exceed 
$600 of the income of each member of the family other than the prin- 
cipal wage earner, does not exceed five times the annual rental (in- 
cluding the value or cost to them of water, electricity, gas, other 
heating and cooking fuels, and other utilities) of the dwellings to be 
furnished such families. For the sole purpose of determining eligi- 
bility for continued occupancy, a public housing agency may allow, 
from the net annual income of any family, an exemption (a) for each 
minor member of the family (other than the head of the family and 
his spouse) of either $100 or all or any part of the income of such 
minor, and (b) of $100 for each adult dependent member of the family 
having no income, and (c) not to exceed $600 of the income of any 
other member of the family other than the principal wage earner. 
For the purposes of this subsection, a minor shall mean a person less 
than 21 years of age.] The dwellings in low-rent housing shall be 
available solely for families of low income. Income limits for occupancy 
and rents shall be fixed by the public housing agency and approved by the 
Authority after taking into consideration (A) the family size, composi- 
tion, age, physical handicaps, and other factors which might affect the 
rent-paying ability of the family, and (B) the economic factors which 
affect the financial stability and solvency of the project. 


* * * * *” * * 


(2) The term “families of low income” means families who are in 
the lowest income group and who cannot afford to pay enough to 
cause private enterprise in their locality or metropolitan area to 
build an adequate supply of decent, safe, and sanitary dwellings for 
their use. [The term ‘families’? means families consisting of two or 
more persons, a single person sixty-five years of age or over, or the 
remaining member of a tenant family. The term “elderly families” 
means families the head of which (or his spouse) is sixty-five years 
of age or over.] The term “families” means families consisting of two 
or more persons, a single person who has attavned retirement age as 
defined in section 216(a) of the Social Security Act or who has attained 
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the age of fifty and 1s under a disability as defined in section 223 of that 
Act, or the remaining member of a tenant family. The term “elderly 
families’’ means families the head of which (or his spouse) has attained 
retirement age as defined in section 216(a) of the Reo Security Act 
or has attained the age of fifty and is under a disability as defined in 
section 223 of that Act. 

(3) The term “slum” means any area where dwellings predomi- 
nate which, by reason of dilapidation, overcrowding, faulty arrange- 
ment or design, lack of ventilation, light or sanitation facilities, or 
any combination of these factors, are detrimental to safety, health, or 
morals. 

(4) The term “slum clearance’? means the demolition and removal 
of buildings from any slum area. 

(5) The term “development” means any or all undertakings neces- 
sary for planning, land acquisition, demolition, construction, or equip- 
ment, in connection with a low-rent housing project. The term 
“development cost’’ shall comprise the costs incurred by a public 
housing agency in such undertakings and their necessary financing 
(including the payment of carrying charges, but not beyond the point 
of physical completion), and in otherwise carrying out the develop- 
ment of such project. Construction activity in cofinection with a 
low-rent housing project may be confindd to the reconstruction, 
remodeling, or repair of existing buildings. In cases where the public 
housing agency is also the local public agency for the purposes of title 
I of the Sciine Act of 1949, or in cases where the public housing 
agency and the local public agency for purposes of such title I operate 
under a combined central administrative office staff, an administration 
building [included in a low-rent housing project] in connection with 
its low-rent housing program to provide central administrative office 
facilities may also include sufficient facilities for the administration 
of [its] the functions [as] of such local public agency and in such 
case, the Authority shall require that an economic rent shall be charged 
for the facilities in such building which are used for the administra- 
tion of [its] the functions [as] of such local public agency and shall 
be paid from funds derived from sources other than the low-rent 
housing projects of such public housing agency. 

* * * & * a * 


(7) The term ‘Federal project’? means any project owned or ad- 
ministered by the Authority. 


a * * + * 


ANNUAL CONTRIBUTIONS IN ASSISTANCE OF LOW RENTALS 


nec. if, ta) &.°. 4 


7 . * * + * * 


(i) [Notwithstanding any other provision of law, the Authority 
may enter into new contracts for lease and annual contributions 
after July 31, 1956, for not more than thirty-five thousand additional 
dwelling units, which amount shall be increased by thirty-five thou- 
sand additional dwelling units on July 1, 1957, and may enter into 
only such new contracts for preliminary loans in respect thereto as 
are consistent with the number of dwelling units for which contracts 
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for annual contributions may be entered into hereunder: Provided, 
That the authority to enter into new contracts for annual contribu- 
tions with respect to each such thirty-five thousand additional dwell- 
ing units shall terminate two after the first date on which such 
such authority may be exercised under the foregoing provisions of 
this subsection: Provided further, That any balance of the authoriza- 
tion provided by this subsection, as amended by section 108(b) of 
the Housing Amendments of 1955, not utilized by July 31, 1956, shall 
be available in any succeeding year]. Notwithstanding any other pro- 
vision of law, the Authority may enter into new contracts for loans and 
annual contributions for (1) not more than such number of dwelling units 
as does not exceed the number of units which were covered by annual con- 
tribution contracts on the date of enactment of the Housing Act of 1959 
and are not built, the contracts therefor being canceled; and (2) additional 
dwelling units which, together with the dwelling units covered by new con- 
tracts entered into under clause (1), do not exceed thirty-seven thousand 
units: Provided, That the Authority may enter into only such new con- 
tracts for preliminary loans as are consistent with the number of dwelling 
units for which contracts for annual contributions may be entered into 
hereunder: Provided further, That no such new contract for annual 
contributions for additional units shall be entered into except with 
respect to low-rent housing for a locality respecting which the Housin 
and Home Finance Administrator has made the determination an 
certification relating to a workable program as prescribed in section 
101(c) of the Housing Act of 1949, as amended: And provided further, 
That no new contracts for loans and annual contributions for addi- 
tional dwelling units in excess of the number authorized in this sen- 
tence shall be entered into unless authorized by the Congress. 

(j) Every contract made pursuant to this Act for annual contribu- 
tions for any low-rent housing project for which no such contract 
has been entered into prior to the enactment of the Housing Act of 
1954 shall provide that— 

(1) after payment in full of all obligations of the public hous- 
ing agency in connection with the project for which any annual 
contributions are pledged, and until the total amount of annual 
contributions paid by the Authority in respect to such project has 
been repaid pursuant to the provisions of this subsection, (a) 
all receipts in connection with the project in excess of expenditures 
necessary for management, operation, maintenance, or financing, 
and for reasonable reserves therefor, shall be paid annually to the 
Authority and to local public bodies which have contributed to 
the project in the form of tax exemption or otherwise, in pro- 
portion to the aggregate contribution which the Authority and 
such local public bodies have made to the project, and (b) no debt 
in respect to the project, except for necessary expenditures for the 
project, sball be incurred by the public housing agency; 

(2) if, at any time, the project or any part thereof is sold, 
such sale shall be to the highest estrone, bidder after adver- 
tising, or at fair market value, and the proceeds of such sale to- 
gether with any reserves, after application to any outstandin 
debt of the public housing agency ‘n respect to such project, shall 
be paid to the Authority and local public bodies as provided in 
clause 1(a) of this subsection: Provided, That the amounts to 
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be paid to the Authority and the local public bodies shall not 
exceed their respective total contribution to the project. 
* - * . * = . 


Sec. 15. In order to insure that the low-rent character of housin 

pee will be preserved, and that the other purposes of this Act will 
e achieved, it is hereby provided that— 

(1) When a loan is made pursuant to section 9 for a low-rent-housin 
roject the Authority may retain the right, in the event of a substantia 
reach of the condition (which shall be embodied in the loan agree- 

ment) providing for the maintenance of the low-rent character of the 
housing project involved or in the event of the acquisition of such 
project by a third party in any manner including a bona fide fore- 
closure under a mortgage or other lien held by a third party, to in- 
crease the interest payable thereafter on the balance of said loan 
then held by the Authority to a rate not in excess of the going Federal 
rate (at the time of such breach or acquisition) plus 2 per centum per 
annum or to declare the unpaid principal on said loan due forthwith. 

(2) When a loan is made pursuant to section 9 for a slum-clearance 
project the Authority shall retain the right, in the event of the leasing 
or acquisition of such project by a third party in any manner including 
a bona fide foreclosure under a mortgage or other lien held by a third 
party, to increase the interest payable thereafter on the balance of said 
loan then held by the Authority to a rate not in excess of the going 
Federal rate (at the time of such leasing or acquisition) plus 2 per 
centum per annum or to declare the unpaid principal on said loan due 
forthwith. 

(3) When a contract for annual contributions is made pursuant to 
section 10, the Authority shall retain the right, in the event of a sub- 
stantial breach of the condition (which shall be embodied in such con- 
tract) providing for the maintenance of the low-rent character of the 
housing project involved, to reduce or terminate the annual contribu- 
tions eemile under such contract. In the event of the acquisition 
of such project by a third party in any manner including a bona fide 
foreclosure under a mortgage or other lien held by a third party, such 
annual contribution shall terminate. 

(4) The Authority may also insert in any contract for loans, annual 
contributions, capital grants, sale, lease, mortgage, or any other agree- 
ment or instrument made pursuant to this Act, such other covenants, 
conditions, or provisions as it may deem necessary in order to insure 
the low-rent character of the housing project involved: Provided, That 
any such contract for a substantial loan may contain a condition requir- 
ing the maintenance of an open space or playground in connection with 
the housing project involved if deemed necessary by the Authority for 
the safety or health of children. 

(5) Every contract made pursuant to this Act for loans (other than 
preliminary loans), annual contributions, or capital grants for any low- 
rent housing project completed after January 1, 1948, shall provide 
that the cost for construction and equipment of such project (exclud- 
ing land, demolition, and nondwelling facilities) shall not exceed $2,000 
per room ($2,500 per room in the case of Alaska or in the case of accom- 
modations designed specifically for elderly families): Provided, That if 
the Administrator finds that in the geographical area of any project 
(i) it is not feasible under the aforesaid cost limitations to construct 
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the project without sacrifice of sound standards of construction, design, 
and livability, and (ii) there is an acute need for such housing, he 
may prescribe in such contract cost limitations which may exceed by 
not more than $750 per room the limitations that would otherwise be 
applicable to such project hereunder. Every contract made pursuant 
to this Act for loans (other than preliminary loans), annual contribu- 
tions, or capital grants with respect to any low-rent housing project 
initiated after March 1, 1949, shall provide that such project shall be 
undertaken in such a manner that it will not be of elaborate or extrava- 
gant design or materials, and economy will be promoted both in con- 
struction and administration. In order to attain the foregoing objec- 
tive, every such contract shall provide that no award of the main 
construction contract for such project shall be made unless the Author- 
ity, taking into account the sel of construction costs prevailing in 
the locality where such project is to be located, shall have specifically 
approved the amount of such main construction contract. Every 
contract made pursuant to this Act for loans, annual contributions, 
or capital grants, with respect to a project for which the preparation 
of plans, Seocdsen and specifications has not been started or con- 
tracted for prior to the date of enactment of the Housing Act of 1957, 
shall require that such plans, drawings, and specifications follow the 
principle of modular measure in every case deemed feasible by the 
public housing agency, in order that the housing may be built by 
conventional construction, on-site fabrication, factory pre-cutting, 
factory fabrication, or any combination of these construction methods. 

(6) Notwithstanding the provisions of subsection (5) of this section, 
or of any other section of this Act, the Authority is authorized to make 
capital grants, loans, or annual contributions for low-rent housing or 
slum-clearance projects, in the full amount of any sums previously 
allocated pursuant to this Act, to any public housing agency, at the 
request of such agency, upon condition that such agency will pay, or 
cause to be paid by the State or political subdivision, such proportion 
of the total development cost of the project as the amount of the aver- 
age actual cost per family dwelling unit of the items covered by the 
applicable cost limitations prescribed in subsection (5) of this section 
in excess thereof bears to such average actual cost: Provided, That the 
amount of any such payment shall be excluded from the base on which 
the maximum amount of any capital grants, loans, or annual contribu- 
tions authorized by this Act are calculated. The receipt of capital 
grants, loans, or annual contributions by any public-housing agency 
pursuant to this subsection shall in no way prejudice or impair the 
rights or privileges of such agency to participate fully in other low- 
rent housing or slum-clearance projects under this Act or any other 
law. Nothing in this subsection shall prejudice the right of those pub- 
lic housing agencies which can, by reason of lesser need, or would 

refer to delay the starting of their proposed building operations until 
abor and material costs stabilize at levels consistent with the cost 
limitations prescribed in subsection (5) of this section. 

(7) In recognition that there should be local determination of the 
need for low-rent housing to meet needs not being adequately met by 
private enterprise— 

(a) the Authority shall not make any contract with a public 
housing agency for preliminary loans (all of which shall be repaid 
out of any moneys which become available to such agency for the 
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development of the projects involved) for surveys and planning in 
respect to any low-rent housing projects initiated after March 1, 
1949, (i) unless the governing body of the locality involved has 
by resolution approved the application of the public housing 
agency for such preliminary loan; and (ii) unless the public hous- 
ing agency has demonstrated to the satisfaction of the Authority 
that there is a need for such low-rent housing which is not being 
met by private enterprise; and 

(b) the Authority shall not make any contract for loans 
(other than preliminary loans) or for annual contributions pur- 
suant to this Act with respect to any low-rent housing project 
initiated after March 1, 1949, (i) unless the governing body of 
the locality involved has entered into an agreement with the 
public housing agency providing for the local cooperation re- 
quired by the Authority pursuant to this Act ; and (ii) unless 
the public housing agency has demonstrated to the satisfaction 
of the Authority that a gap of at least 20 per centum (or 6 per 
centum in the case of any family entitled to a first preference as pro- 
vided in section 10(g)) has been left between the upper rental 
limits for admission to the proposed low-rent housing and the 
lowest rents at which private enterprise unaided by public 
subsidy is providing (through new construction and available 
existing structures) a substantial supply of decent, safe, and 
sanitary housing toward meeting the need of an adequate volume 
thereof. 

(8) Every contract made pursuant to this Act for annual contribu- 
tions for any low-rent housing project initiated after March 1, 1949, 
shall provide that— 

(a) the public housing agency shall fix maximum income 
limits for the admission and for the continued occupancy of 
families in such housing, that such maximum income limits and 
all revisions thereof shall be subject to prior approval of the 
Authority, and that the Authority may require the public housing 
agency to review and to revise such maximum income limits if the 
Authority determines that changed conditions in the locality 
make such revisions necessary in achieving the purposes of this 
Act; 

(b) a duly authorized official of the public housing agency in- 
volved shall make periodic written statements to the Authority - 
that an investigation has been made of each family admitted to 
the low-rent housing project involved during the period covered 
thereby, and that, on the basis of the report of said investigation, 
he has found that each such family at the time of its admission 
(i) had a net family income not exceeding the maximum income 
limits theretofore fixed by the public housing agency (and ap- 
proved by the Authority) for admission of families of income 
to such housing; and (ii) lived in an unsafe, insanitary, or over- 
crowded dwelling, or was to be displaced by any low-rent housing 
project or by any public slum-clearance, redevelopment or urban 
renewal project, or through action of a public body or court, 
either through the enforcement of housing standards or through 
the demolition, closing, or improvement of a dwelling unit or 
units, or actually was without housing, or was about to be with- 
out housing as a result of a court order of eviction, due to causes 
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other than the fault of the tenant: Provided, That the require- 
ment in (ii) shall not be applicable in the case of the family of 
any veteran or serviceman (or of any deceased veteran or service- 
man) where application for admission to such housing is made 
not later than [March 1, 1959] October 1, 1961; 

(c) in the selection of tenants (i) the public housing agency 
shall not discriminate against families, otherwise eligible for 
admission to such housing, because their incomes are derived in 
whole or in part from public assistance and (ii) in initially select- 
ing families for admission to dwellings of given sizes and at speci- 
fied rents the public housing agency shall (subject to the prefer- 
ences prescribed in subsection 10(g) of this Act) give preference 
to families having the most urgent housing needs, and thereafter, 
in selecting families for admission to such dwellings, shall give 
nee consideration to the urgency of the families’ housing needs; 
an 

(d) the public housing agency shall make periodic reexamina- 
tions of the net incomes of tenant families living in the low-rent 
housing project involved; and if it is found, upon such reexamina- 
tion, that the net incomes of any such families have increased 
beyond the maximum income limits fixed by the public housing 
agency (and approved by the Authority) for continued occu- 

ancy in such housing, such families shall be required to move 
rom the project. 

(9) Any contract for loans or annual contributions, or both, entered 
into by the Authority with a public bousing agency, may cover one or 
more than one low-rent housing project owned by said public housing 
agency; in the event such contract covers two or more projects, such 
projects may, for any of the purposes of this Act and of such contract 
(including, but not limited to, the determination of the amount of the 
loan, annual contributions, or payments in lieu of taxes. specified in 
such contract), be treated collectively as one project 

(10) Notwithstanding any other provision of law or any contract or 
other arrangement made pursuant thereto, any public housing agency 
which utilizes public services and facilities of a municipality or other 
local governmental agency making charges therefor separate from real and 
personal property tares shall be authorized by the Authority (without any 
amendment to the contract for annual contributions or deductions from 
payments in lieu of taxes otherwise payable) to pay to such municipality 
or other lucal governmental agency the amount that would be charged 
private persons or dwellings similarly situated fur such facilities and 
services. 


HOUSING ACT OF 1950 
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TITLE [V—HOUSING FOR EDUCATIONAL INSTITUTIONS 
FEDERAL LOANS 


Sec. 401. (a) To assist educational institutions in providing hous- 
ing and other educational facilities for students and faculties, the Ad- 
ministrator may make loans of funds to such institutions for the con- 
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struction of such facilities: Provided, That (1) no such loan shall be 
made unless the educational institution shows that it is unable to 
secure the necessary funds for such contruction from other sources 
upon terms and conditions equally as favorable as the terms and 
conditions applicable to loans under this title, and (2) no such loan 
shall be made unless the Administrator finds that the construction 
will be undertaken in an economical manner, and that it will not be 
of elaborate or extravagant design or materials. 

(b) Any educational institution which, prior to the date of enact- 
ment of this Act, has contracted for housing or other educational facil- 
ities may, in connection therewith, receive loans authorized under this 
title, as the Administrator may determine: Provided, That no such 
loan shall be made for any housing or other educational facilities, the 
construction of which was begun prior to the effective date of this 
Act, or completed prior to the filing of an application under this title. 

(c) A loan to an educational institution may be in an amount 
not exceeding the total development cost of the facility, as deter- 
mined by the Administrator; shall be secured in such manner and 
be repaid within such period, not exceeding fifty years, as may be 
determined by him; and with respect to loan contracts under which 
loan funds have not been fully disbursed prior to the date of enactment 
of the College Housing Amendments of 1955 shall bear interest at a 
rate determined by the Administrator which shall be not more than 
the higher of (1) 2% per centum per annum, or (2) the total of one- 
quarter of 1 per centum per annum added to the rate of interest paid 
by the Administrator on funds obtained from the Secretary of the 
Treasury as provided in subsection (e) of this section. 

(d) To obtain funds for loans [under this title] under subsection 
(a) of this section, the Administrator may issue and have outstanding 
at any one time notes and obligations for purchase by the Secretary of 
the Treasury in an amount not to exceed [$925 ,000,000] $1,175 ,000,000: 
Provided, That the amount outstanding for other educational facilities, 
as defined herein, shall not exceed [$100,000,000] $125,000,000: Pro- 
vided further, That the amount outstanding for hospitals, referred to 
in clause (2) of section 404(b) of this title, shall not exceed [$25,000,- 
000} $50,000,000: 

(e) Notes or other obligations issued by the Administrator under 
this title shall be in such forms and denominations, have such maturi- 
ties, and be subject to such terms and conditions as may be prescribed 
by the Administrator, with the approval of the Secretary of the Treas- 
ury. Such notes or other obligations issued to obtain funds for loan 
contracts entered into after the effective date of the College Housing 
Amendments of 1955 shall bear interest at a rate determined by the 
Secretary of the Treasury which shall be not more than the higher of 
(1) 2% per centum per annum, or (2) the average annual interest rate 
on all interest-bearing obligations of the United States then forming 4 
part of the public debt as computed at the end of the fiscal year next 
preceding the issuance by the Administrator and adjusted to the near- 
est one-eighth of | per centum. The Secretary of the Treasury is au- 
thorized and directed to purchase any notes and other obligations of 
the Administrator issued under this title and for such purpose is au- 
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thorized to use as a public-debt transaction the proceeds from the sale 
of any securities issued under the Second Liberty Bond Act, as amend- 
ed, and the purposes for which securities may be issued under such 
Act, as amended, are extended to include any purchases of such notes 
and other obligations. The Secretary of the Treasury may at any 
time sell any of the notes or other obligations acquired by him under 
this section. All redemptions, purchases, and sales by the Secretary 
of the Treasury of such notes or other obligations shall be treated as 
public-debt transactions of the United States. 

(f) There are hereby authorized to be appropriated to the Admin- 
istrator such sums as may be necessary, together with loan principal 
and interest payments made by educational institutions assisted here- 
under, for payments on notes or other obligations issued by the Admin- 
istrator under this section. 

(g) In the case of any loan made under this section to a nonprofit 
student housing cooperative corporation referred to in clause (5) of sec- 
tion 404(b), the Administrator shall require that the note securing such 
loan be co-signed by the educational institution (referred to in clause (1) 
of such section) at which such corporation is located; and in the event of 
the dissolution of such corporation, title to the housing constructed with 
such loan shall vest in such educational institution. 


GENERAL PROVISIONS 


Sec. 402. (a) In the performance of, and with respect to, the func- 
tions, powers, and duties vested in him by this title, the Administrator 
notwithstanding the provisions of any other law, shall— 

(1) prepare annually and submit a budget program as provided 
for wholly owned Government corporations by the Government 
Corporation Control Act, as amended; and 

(2) maintain an integral set of accounts which shall be audited 
annually by the General Accounting Office in accordance with the 
principles and procedures applicable to commercial transactions as 
provided by the Government Corporation Control Act, as 
amended, and no other audit shall be required : Provided, That such 
financial transactions of the Administrator as the making of loans 
and vouchers approved by the Administrator in connection with 
such financial transactions shall be final and conclusive upon all 
officers of the Government. 

(b) Funds made available to the Administrator pursuant to the 
provisions of this title shall be deposited in a checking account or 
accounts with the Treasurer of the United States. Receipts and assets 
obtained or held by the Administrator in connection with the per- 
formance of his functions under this title, and all funds available for 
carrying out the functions of the Administrator under this title (in- 
cluding appropriations therefor, which are hereby authorized), shall 
be available, in such amounts as may from year to year be authorized 
by the Congress, for the administrative expenses of the Administrator 
in connection with the performance of such functions. 
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(c) In the performance of, and with respect to, the functions, powers, 
and duties vested in him by this title, the Administrator, notwith- 
standing the provisions of any other law, may— 

(1) prescribe such rules and regulations as may be necessary to 
carry out the purposes of this title; 

(2) consult with and secure the advice and recommendations of 
the Office of Education in the Federal Security Agency ; 

(3) sue and be sued; 

(4) foreclose on any property or commence any action to protect 
or enforce any right conferred upon him by any law, contract, or 
other agreement, and bid for and purchase at any foreclosure or 
any other sale any property in connection with which he has made 
a loan pursuant to this title. In the event of any such acquisition, 
the Administrator may, notwithstanding any other provision of 
law relating to the acquisition, handlin, or gdisposal of real prop- 
erty by the United States, complete, administer, remodel and con- 
vert, dispose of, lease.and otherwise deal with, such property: 
Provided, That any such acquisition of real property shall not 
deprive any State or political subdivision thereof of its civil or 
criminal jurisdiction in and over such property or impair the civil 
rights under the State or local laws of the inhabitants on such 
property ; 

(5) enter into agreements to pay annual sums in lieu of taxes to 
any State or local taxing authority with respect to any real prop- 
erty so acquired or owned; 

(6) sell or exchange at public or private sale, or lease, real or 
personal property, and sell or exchange any securities or obliga- 
tions, upon such terms as he may fix; 

(7) obtain insurance against loss in connection with property 
and other assets held; 

(8) subject to the specific limitations 1n this title, consent to the 
modification, with respect to the rate of interest, time of payment 
of any installment of principal or interest, security, or any other 
term of any contract or agreement to which he is a party or which 
has been transferred to him pursuant to this title; and 

(9) include in any contract or instrument made pursuant to this 
title such other covenants, conditions, or provisions as he may 
deem necessary to assure that the purposes of this title will be 
achieved. 

(d) Section 3709 of the Revised Statutes shall not apply to any 
contract for services or supplies on account of any property acquired 
pursuant to this title if the amount of such contract does not exceed 
$1,000. 

(e) The provisions of section 309 of the Independent Offices Appropria- 
tion Act, 1950 (63 Stat. 662), which are applicable to corporations or 
agencies subject to the Government Corporation Control Act, shall also be 
applicable to the activities of the Administrator under this title. 

The Administrator ‘shall take such action as may be necessary 
to insure that all laborers and mechanics employed by contractors or 
subcontractors on any project assisted under this tttle, the construction 
or rehabilitation of which was commenced after the date of enactment of 
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the Housing Act of 1959, (1) shall be paid wages at rates not less than 
those prevading on the same type of work on similar construction in the 
immedtate locality as determined by the Secretary of Labor in accordance 
with the Act of March 31, 1931 (Davis-Bacon Act), as amended, and 
(2) shall be employed not more than forty hours in any one week unless 
the employee receives wages for his employment in excess of the hours 
specified abuve at a rate not less than one and one-half times the regular 
rate at which he is employed; but the Administrator may waive the appli- 
cation of this subsection in cases or classes of cases where laborers or 
mechanics, not otherwise employed at any time in the construction of such 
project, voluntarily donate their services without full compensation for 
the purpose of lowering the costs of construction and the Administrator 
determines that any amounts saved thereby are fully credited to the 
educational institution undertaking the construction. 


APPORTIONMENT 



































Sec. 403. Not more than 10 per centum of the funds provided for in 
this title in the form of loans shall be made available to educational 
institutions within any one State. 


DEFINITIONS 






Sec. 404. For the purposes of this title, the following terms shall 
have the meanings, respectively, ascribed to them below: 

(a) ‘Housing’ means (1) new structures suitable for dwelling use, 
including single-room dormitories and apartments, and (2) dwelling 
facilities provided by rehabilitation, alteration, conversion, or improve- 
ment of existing structures which are otherwise inadequate for the 
proposed dwelling use. 

(b) ‘Educational institution” means (1) any educational institu- 
tion offering at least a two-year program acceptable for full credit 
toward a baccalaureate degree, including any public educational insti- 
tution, or any private educational institution no part of the net earn- 
ings of which inures to the benefit of any private shareholder or 
individual, (2) any hospital operating a school of nursing beyond 
the level of high school approved by the appropriate State authority 
or any hospital approved for internships by recognized authority, i 
such hospital is either a public hospital or a private hospital, no part 
of the net earnings of which inures to the benefit of any private share- 
holder or individual, (3) any corporation (no part of the net aaa 
of which inures to the benefit of any private shareholder or individual) 
(A) established by any institution included in clause (1) of this sub- 
section for the sole purpose of providing housing or other educa- 
tional facilities for students or students and faculty of such institu- 
tion without regard to their membership in or affiliation with any 
social, fraternal, or honorary society or organization, and (B) upon 
dissolution of which all title to any property purchased or built from 
the proceeds of any loan secured under this title will pass to such 
institution, [and] (4) any agency, public authority, or other instru- 
mentality of any State established for the purpose of providing or 
financing housing or other educational facilities for students or faculty 
of any public educational institution included in clause (1) of this 
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subsection, but nothing herein contained shall require an institution 
included in clause (1) of this subsection to obtain loans through any 
instrumentality included in this clause of this subsection, and (5) any 
non profit student housing covperative corporation established for the pur- 
pose of providing housing for students or students and faculty of any 
enstitution included in clause (1) of this subsection 

(c) ‘Development cost’’ means costs of the construction of the 
housing or other educational facilities and the land on which it is 
located, including necessary site improvements to permit its use for 
housing or other educational facilities. 

(d) ‘Faculties’? means members of the faculty and their families, 

(e) ‘State’ shall include the severa! States, the District of Colum- 
bia, and the Territories and possessions of the United States. 

(f) ‘‘Administrator’’ means the Housing and Home Finance Admin- 
istrator. 

(g) ‘“‘Construction’”’ means erection of new structures, or rehabilita- 
tion, alteration, conversion, or improvement of existing structures. 

(h) “Other educational facilities’? means (1) new structures suit- 
able for use as cafeterias or dining halls, student centers or student 
unions, infirmaries or other inpatient or outpatient health facilities, 
and for other essential service facilities, and (2) structures suitable 
for the above uses provided by rehabilitation, alteration, conversion, 
or improvement of existing structures which are otherwise inade- 
quate for such uses. 


SECTION 404 OF THE HOUSING AMENDMENTS OF 1955 
AS AMENDED 


TITLE IV—ARMED SERVICES HOUSING MORTGAGE 
INSURANCE 


a * * * © * * 


Sec. 404. (a) [Whenever] Whatever the Secretary of Defense or his 
designee deems it necessary for the purpose of this title, he may acquire, 
by purchase, donation, condemnation, or other means of transfer, any 
land or (with the approval of the Federal Housing Commissioner) (1) 
any housing financed with mortgages insured under [the provisions of] 
title VIII of the National Housing Act as in effect prior to [the enact- 
ment of the Housing Amendments of 1955] August 11, 1955, or (2) 
any housing situated adjacent to a military installation which was (A) 
completed prior to July 1, 1952, (B) certified by the Department of 
Defense. prior to construction, as being necessary to meet an existing 
military family housing need and considered as military housing by 
the Federal Housing Commissioner, and (C) financed with mortgages 
insured under section 207 of the National Housing Act. The pur- 
chase price of any such housing shall not exceed the Federal Housin 
Commissioner’s estimate of the replacement cost of such housing an 
related property (not including the value of any improvements in- 
stalled or constructed with appropriated funds) as of the date of final 
endorsement for mortgage insurance reduced by an appropriate allow- 
ance representing the estimated cost of repairs and replacements neces- 
sary to restore the property to sound physical condition, as determined 
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by the Secretary of Defense or his designee upon the advice of the 
Commissioner: Prorided, That in any case where the Secretary or his 
designee acquires a project held by the Commissioner, the price paid 
shall not exceed the face value of the debentures (plus accrued interest 
thereon) which the Commissioner issued in acquiring such project 

(b) Notwithstanding any provision of subsection (a) to the con- 
trary, the Secretary of Defense or his designee shall, in the manner 
provided in subsection (a) acquire by purchase, donation, or other 
means of transfer or, if the parties cannot agree upon terms for acqui- 
sition by such means, by condemnation, any housing [constructed 
under the mortgage insurance provisions of title VIII of the National 
Housing Act (as in effect prior to the enactment of the Housing Amend- 
ments of 1955)] described in clause (1) or (2) of subsection (a) of this 
section which is located at or near a military installation where the 
construction of housing under the Armed Services Housing Mortgage 
Insurance Program has been approved by the Secretary. 

(c)(1) Condemnation proceedings instituted pursuant to this section 
shall be conducted in accordance with the provisions of the Act of 
August 1, 1888 (25 Stat. 357; 40 U.S.C. 257), as amended, or any other 
applicable Federal statute. Before any such condemnation proceed- 
ings are instituted, an effort shall be made to acquire the property 
involved by negotiation. In any such condemnation sobesatinan 
and in the interests of expedition, the issue of just compensation may 
be determined by a commission of three qualified, disinterested persons 
to be appointed by the court. Any commission appointed hereunder 
shall give full consideration to all elements of value in accordance 
with existing law, and shall have the powers of a master provided tn 
subdivision (c) of rule 53 of the Federal Rule~ of Civil Procedure and 
proceedings before it shall be governed by the provisions of paragraphs 
(1) and (2) of subdivision (d) of such rule Its action and report 
shall be determined by a majority and its findings and report shall 
have the effect, and be dealt with = the court in accordance with the 

ractice prescribed in paragraph (2) of subdivision (e) of such rule. 
rial of all issues. other than just compensation. shall be by the 
court. 

(2) In any condemnation proceedings instituted to acquire any 
such housing, or interest therein, the court shall not order the party 
in possession to surrender possession in advance of final judgment 
unless a declaration of taking has been filed, and a deposit of the 
amount estimated to be just compensation has been made, under the 
first section of the Act of February 26, 1931 (46 Stat. 1421). The 
amount of such deposit for the purpose of this section sha!l not in 
any case be less than an amount equal to the actual cost of the housing 
(not including the value of any improvements installed or constructed 
with appropriated funds) as certified by the sponsor or owner of the 
project to the Federal Housing Commissioner pursuant to any statute 
or any regulation issued by the Federal Housing Commissioner, re- 
duced by the amount of the principal obligation of the mortgage out- 
standing at the time possession is surrendered, but any such deposit 
shall not include any excess mortgage proceeds or ‘‘windfalls,”” kick- 
backs and rebates received in connection with the construction of 
said housing as determined by the Department of Defense, or any 
other Federal agency. [The amount of such deposit in any case 
where the sponsor or owner has not certified the cost of the project to 
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the Federal Housing Commissioner at the time of the enactment of 
this Act, shall be determined by the Secretary of Defense, or his 
designee, in accordance with the Act of February 26, 1931 (46 Stat. 
1421) The amount of such deposit in any case where the sponsor or 
owner has not certified the cost of the project to the Federal Housing Com- 
missioner at the time of the enactment of the Military Construction Act 
of 1959 shall be determined by the Secretary of Defense, or his designee, 
in accordance with the Act of February 26, 1931 (46 Stat. 1421), with 
a view toward accurately estimating the equity of the sponsor or owner: 
Provided, That in the event there is withdrawn from the registry of 
the court by the owner or sponsor a sum of money in excess of the 
final award of just compensation, this excess shall be repaid to the 
United States plus a sum equal to 4 per centum per annum on such 
excess from the time such sum is deposited in the registry of the court: 
Provided further, That any court in which money is deposited as pro- 
vided in this section shall require the furnishing of security by the 
owner to protect the United States from any loss by reason of a final 
award of just compensation of less than the amount deposited: And 
provided further, That the deposit required to be made by this see- 
tion shall be without prejudice to any party in the determination of 
just compensation. Unless title is in dispute, the court, upon ap- 
plication and subject to the foregoing provisions of this subsection, 
shall promptly pay to the owner at least 75 per centum of the amount 
so deposited, but such payment shall be made without prejudice to 
any party to the proceeding. In the event that condemnation pro- 
ceedings are instituted in accordance with procedures under such Act 
of February 26, 1931, the court shall order that the amount deposited 
shall be paid in a lump sum or over a period not exceeding five years 
in accordance with stipulations executed by the parties in the pro- 
ceedings. In connection with condemnation proceedings which do 
not utilize the procedures under such Act, the Secretary or his desig- 
nee, after final judgment of the court, may pay or agree to pay in a 
lump sum or, in accordance with stipulations executed by the parties 
to the proceedings, over a period not exceeding five years the differ- 
ence between the outstanding principal obligation, plus accrued in- 
terest, and the price for the property fixed by the court. Unless such 
payment is made in a lump sum, the unpaid balance thereof shall 
bear interest at the rate of 4 per centum per annum. 

(d) Property acquired under this section may be occupied, used, 
and improved for the purposes of this section prior to the approval 
of title by the Attorney General as required by section 355 of the 
Revised Statutes, as amended. 

(e) The Secretary or his designee may, in the case of any housing 
acquired or to be acquired under this section, make arrangements with 
the mortgagee whereby such i .ortgagee will agree to release and waive 
all requirements of accruals for reserves for replacement, taxes, and 
hazard insurance provided for under the corporate charter and inden- 
ture agreement with respect to such housing, upon the execution of a 
written agreement by the Secretary or his designee that the purposes 
for which such reserves and other funds were accrued will be carried 
out. 

(f) Any housing acquired under this section may be (1) assigned 
as public quarters to military personnel and their dependents; or (2) 
leased to military and civilian personnel for occupancy by them and 
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their dependents, upon such terms and conditions as will in the judg- 
ment of the Secretary of Defense or his designee be in the best interest 
of the United States, without loss to military personnel of their basic 
allowance for quarters or appropriate allotments. Amounts equal to 
the quarters allowances or appropriate allotments of military per- 
sonnel to whom such housing is assigned as public quarters under clause 
(1), and the rental charges realized under os (2), shall be deposited 
in the revolving fund created by subsection (g). 

(g) There is hereby created a fund which shall be used by the See- 
retary of Defense or his designee as a revolving fund for the purpose 
of paying for housing and related property acquired under this sec- 
tion paying interest, principal, mortgage insurance premiums, and 
other obligations (except those for maintenance and operation) with 
respect to such housing, and paying expenses incurred in the altera- 
tion, improvement, rehabilitation, and repair of such housing. The 
amounts and charges referred to in the last sentence of subsection (f) 
of this section. and any savings realized in the operation of section 
405, shall be deposited in such fund. For the purposes of the preced- 
ing sentence, the term “savings realized in the operation of section 
405” means the difference between the amount made available for 
payments under section 405 and the amount actually used in making 
such payments. 

(h) The Secretary of the Treasury is authorized and directed to 
establish on the books of the Treasury Department the revolving fund 
created pursuant to the authority of this section. To provide capital 
for such fund, there is authorized to be appropriated a sum not to 
exceed $50.000,000 and the Secretary of Defense, with the approval 


of the President. is authorized to transfer from unexpended balances 
of any appropriations of the military departments not carried to the 
surplus fund of the Treasury such sums as may be determined by the 
Secretary of Defense to be necessary to provide adequate capital for 
the revolving fund. 


SECTION 407 OF THE ACT OF AUGUST 30, 1957 


* * * * * * 


TITLE IV—FAMILY HOUSING 


* * * * * * * 


Sec. 407. (a) Notwithstanding the provisions of any other law, 
members of the Army, Navy, Air Force, Marine Corps, Coast Guard, 
Coast and Geodetic Survey, and Public Health Service, with depend- 
ents, may occupy on a rental basis, without loss of basic allowance for 
quarters, inadequate quarters under the jurisdiction of any of the uni- 
formed services, notwithstanding that such quarters may have been 
constructed or converted for assignment as public quarters. The net 
difference between the basic allowance for quarters and the fair rental 
value of such quarters shall be paid from otherwise available appro- 
priations. 

(b) The provisions of this section shall be administered under reg- 
ulations approved by the President. 

(c) The Secretaries of the Army, Navy, and Air Force for the 
respective military departments, the Secretary of the Treasury for 
the Coast Guard when the Coast Guard is operating as a service in 
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the Treasury Department, the Secretary of Commerce for the Coast 
and Geodetic Survey, and the Secretary of Health, Education, and 
Welfare for the Public Health Service (hereafter referred to as the 
“Secretaries’’), are each authorized, subject to standards established 
pursuant to (b) above, to designate as rental housing such housing 
as he may determine to be inadequate as public quarters 

(d) The Seeretaries are each further authorized, subject to stand- 
ards established pursuant to subsection (b) above, to lease inadequate 
housing to personnel of any of the mentioned services for occupancy 
by them and their dependents. The housing facilities leased, as herein 
provided, shall not be required to have been constructed with funds 
derived from appropriations specifically made for the purpose of the 
construction of rental housing for personnel of the services mentioned. 

(e) All housing units determined pursuant to subsection (c) of this 
section to be inadequate shall, prior to July 1, 1960, either be altered 
or improved so as to qualify as public quarters, or be demolished or 
otherwise disposed of. 

{[(f) This section shall have no application to any housing financed 
with mortgages insured under the provisions of title VIII of the 
Nationa) Housing Act as in effect prior to the enactment of the 
Housing Amendments of 1955.] 

(f) This section shall have no application to any housing described 
an clause (1) or (2) of section 404(a) of the Housing Amendments of 
1955, as amended. 


SECTION 603 OF THE HOUSING ACT OF 1957 


FARM HOUSING RESEARCH 


Src. 603. (a) The Housing and Home Finance Administrator is 
authorized and directed to undertake and carry out a program, in the 
manner provided in subsection (b), for the study of farm housing in 
the United States. Such program shall be designed to assist in the 
improvement of farm housing conditions in the United States by 
developing data and information on— 

(1) the adequacy of existing farm housing; 

(2) the nature and extent of current and prospective needs for 
farm housing, including the needs for financing and improved 
design, utility, and malian, and the methods by which such needs 
might best be satisfied; 

(3) the problems faced by farmers in purchasing, constructing, 
improving, altering, repairing, and replacing farm dwellings; 

(4) the interrelation of farm housing problems and the prob- 
lems of housing ip urban and suburban areas; and 

(5) any other matters bearing upon the provision of adequate 
housing for the farm population of the United States. 

(b) The research, study, and analysis required to carry out the pro- 
gram described in subsection (a) shall be conducted by land-grant 
colleges established pursuant to the Act of July 2, 1862 (7 U.S.C., 
secs. 301-308), and such research, study, and analysis shall be financed 
with grants made to such colleges by the Housing and Home Finance 
Administrator on such terms, conditions, and standards as may be 
specified in regulations prescribed by him. 
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[(c) The authority of the Housing and Home Finance Administra- 
tor to make grants under subsection (b) shall expire June 30, 1959; 
and the total amount of such grants shall not exceed $300,000 during 
either of the fiscal years ending June 30, 1958, and June 30, 1959.] 

(c) The authority of the Housing and Home Finance Administrator 
to make grants under subsection (6) shall expire June 30, 1961. The 
total amount of such grants shall not exceed $800,000 during each of the 
fiscal years ending June 30, 1958, and June 30, 1959, and s not 
exceed $100,000 during the period beginning July 1, 1959, and ending 
June 30, 1961. 

(d) There are authorized to be appropriated such sums as may be 
necessary to carry out this section. 


HOUSING ACT OF 1954 


TITLE VI—VOLUNTARY HOME MORTGAGE CREDIT 
PROGRAM 


* . * * * * * 


Src. 610. (a) This title and all authority conferred hereunder shall 
terminate at the close of [September 30, 1959] October 1, 1961. 


* * * * * * * 


TITLE VII—URBAN PLANNING AND RESERVE OF 
PLANNED PUBLIC WORKS 


URBAN PLANNING 


[Sec. 701. To facilitate urban planning for smaller communities 
lacking adequate planning resources, the Administrator is authorized 
to make planning grants to State planning agencies, for the provision 
of planning assistance (including surveys, land use studies, urban 
renewal plans, technical services and other planning work, but ex- 
cluding plans for specific public works) to cities and other municipal- 
ities having a population of less than 25,000 according to the latest 
decennial census. The Administrator is further authorized to make 
planning grants for similar planning work (1) in metropolitan and 
regional areas to official State, metropolitan, or regional planning 
agencies empowered under State or local laws to perform such plan- 
ning; (2) to cities, other municipalities, and counties having a popu- 
lation of twenty-five thousand or more according to the latest decennial 
census which have suffered substantial damage as a result of a flood, 
fire, hurricane, earthquake, storm, or other catastrophe which the 
President, pursuant to section 2(a) of the Act entitled “An Act to 
authorize Federal assistance to States and local governments in major 
disasters, and for other purposes” (Public Law 875, Eighty-first 
Congress, approved September 30, 1950), as amended, has determined 
to be a major disaster; (3) to official governmental planning agencies 
for areas threatened with rapid urbanization as a result of the estab- 
lishment or rapid and substantial expansion of a Federal installation; 
and (4) to State planning agencies, to be used for the provision of 
planning assistance to the cities, other municipalities, and counties 
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referred to in clause (2) hereot and to the areas referred to in clause 
(3) hereof. Any grant made under this section shall not exceed 50 
per centum of the estimated cost of the work for which the grant is 
made and shall be subject to terms and conditions prescribed: by the 
Administrator to carry out this section. The Administrator is au- 
thorized, notwithstanding the provisions of section 3648 of the Revised 
Statutes, as amended, to make advance or progress payments on 
account of any planning grant made under this section. There is 
hereby authorized to be ——_ not exceeding $10,000,000 to 
carry out the purposes of this section, and any amounts so appropri- 
ated shall remain available until expended. 

Szc. 701. (a) In order to assist State and local governments in solving 
planning problems resulting from increasing concentration of population 
an metropolitan and other urban areas, including smaller communities, 
to facilitate comprehensive planning for urban development by State 
and local governments on a continuing basis, and to encourage State and 
local governments to establish and develop planning staffs, the Adminis- 
trator is authorized to make planning grants to— 

(1) State planning agencies, or (in States where no such planning 
agency exists) to agencies or instrumentalities of State government 
designated by the Governor of the State and acceptable to the Adminis- 
trator as capable of carrying out the planning functions contemplated 
by this section, for the provision of planning assistance to (A) cities, 
other municipalities, and counties having a population of less than 
50,000 according to the latest decennial census, (B) any group of 
adjacent communities, either incorporated or unincorporated, having 
a total population of less than 50,000 according to the latest decennial 
census and having common or related urban planning problems 
resulting from rapid urbanization, and (C) cities, other muniei- 
palities, and counties referred to in paragraph (8) of this subsec- 
tion and areas referred to in paragraph (4) of this subsection; 

(2) official State, metropolitan, and regional planning agencies 
empowered under State or fost laws or interstate compact to perform 
metropolitan or regional planning; 

(3) cities, other municipalities, and counties which have suffered 
substantial damage as a result of a catastrophe which the President, 
pursuant to section 2(a) of “‘An Act to authorize Federal assistance 
to States and local governments in major disasters, and for other 
purposes,” has determined to be a major disaster; 

(4) to official governmental planning agencies for areas where 
rapid urbanization has resulted or is expected to result from the 
establishment or rapid and substantial expansion of a Federal 
installation; and 

(5) State planning agencies for State and interstate compre- 
hensive planning (as defined in subsection (d)) and for research and 
coordination activity related thereto. 

Planning assisted under this section shall, to the marimum extent feasible, 
cover entire urban areas having common or related urban development 
problems. 

(b) A grant made under this section shall not exceed 50 per centum of 
the estimated cost of the work for which the grant is made. All grants 
made under this section shall be subject to terms and conditions prescribed 
by the Administrator. No portion of any grant made under this section 
shall be used for the preparation of plans for specific public works. The 
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Administrator is authorized, notwithstanding the provisions of section 
3648 of the Revised Statutes, as amended, to make advances or progress 
payments on account of any planning grant made under this section. 
There is hereby authorized to be appropriated not exceeding $20,000,000 
to carry out the purposes of this section, and any amounts so appropriated 
shall remain available until expended. 

(c) The Administrator is authorized, in areas embracing several 
municipalities or other political subdivisions, to encourage planning on a 
unified metropolitan basis and to provide technical assistance for such 
planning and the solution of problems relating thereto. 

(d) It is the further intent of this section to encourage comprehensive 
planning for States, cities, counties, metropolitan areas, and urban 
regions and the establishment and development of the organizational units 
needed therefor. In extending financial assistance under this section, the 
Administrator may require such assurances as he deems adequate that 
the appropriate State and local agencies are making reasonable progress 
in the development of the elements of comprehensive planning. Compre- 
hensive planning, as used in this section, includes the following, to the 
extent directly related to urban needs: (1) preparation, as a guide for 
long-range development, of general physical plans with respect to the 
pattern and intensity of land use and the provision of public facilities, 
together with long-range fiscal plans for such development; (2) programing 
of capital improvements based on a determination of relative urgency, 
together urth definitive financing plans for the improvements to be con- 
structed in the earlier years of the program; (3) coordination of all related 
plans of the departments or subdivisions of the government concerned; 
(4) intergovernmental coordination of all related planned activities among 
the State and local governmental agencies concerned; and (5) preparation 
of regulatory and administrative measures in support of the foregoing. 

(e) In the exercise of his function of encouraging comprehensive 
planning by the States, the Administrator shall consult with those officials 
of the Federal Government respor sible for the administration of programs 
of Federal assistance to the States and municipalities for various categories 
of public facilities. 

















































RESERVE OF PLANNED PUBLIC WORKS 






Sec. 702. (a) In order (1) to encourage municipalities and other 
public agencies to maintain at all times a current and adequate reserve 
of planned public works the construction of which can rapidly be 
commenced, particularly when the national or local economic situation 
makes such action desirable, and (2) to help attain maximum economy 
and efficiency in the planning and construction of public works, the 
Administrator is hereby authorized to make advances to public agen- 
cies (notwithstanding the provisions of section 3648 of the Revised 
Statutes, as amended) to aid in financing the cost of engineering and 
architectural surveys, designs, plans, working drawings, specifications, 
or other action preliminary to and in preparation for the construction 
of public works: Provided, That the making of advances hereunder 
shall not in any way commit the Congress to appropriate funds to 
assist in financing the construction of any public works so planned: 
And provided further, That advances outstanding to public agencies 
in any one State shall st no time exceed 10 per centum of the aggregate 
then authorized to be appropriated to the revolving fund established 
pursuant to subsection (e) of this section. 
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(b) No advance shall be made hereunder with respect to any indi- 
vidual project unless it is planned to be constructed within a reasonable 
period of time, unless it conforms to an overall State, local, or regional 
plan approved by a competent State, local, or regional authority, and 
unless the public agency formally contracts with the Federal Govern- 
ment to complete the plan preparation promptly and to repay such 
advance or part thereof when due. Subsequent to approval and prior 
to disbursement of any Federal funds for the purpose of advance plan- 
ning the applicant shall establish a separate planning account into 
which all Federal and applicant funds estimated to be required for 
plan preparation shall be placed. 

(c) Advances under this section to any public agency shall be 
repaid without interest by such agency when the construction of the 
public works is undertaken or started: Provided, That if the public 
agency undertakes to construct only a portion of a planned public 
work it shall repay such proportionate amount of the advances relating 
to the public work as the Administrator determines to be equitable: 
And provided further, That in the event repayment is not made 
promptly such unpaid sum shall bear interest at the rate of 4 per 
centum per annum from the date of the Government’s demand for 
repayment to the date of payment thereof by the public agency. 

(d) The Administrator is authorized to prescribe rules and regula- 
tions to carry out the purpose of this section. 

(e) In order to provide moneys for advances in accordance with 
this section, the Administrator is hereby authorized to establish a 
revolving fund which shall comprise all moneys heretofore or here- 
after appropriated pursuant to this section, together with all repay- 
ments and other receipts in connection with advances made under this 
section. There are hereby authorized to be appropriated to such 
revolving fund, in addition to the amount authorized by this section 
as originally enacted, the further amounts of $12,000,000 which may 
be made available to the revolving fund on or after July 1, 1956; 
$12,000,000 which may be made available to such fund on or after 
July 1, 1957; $14,000,000 which may be made available to such fund 
on or after July 1, 1958; and such additional sums which may be made 
available from year to year thereafter as may be estimated to be neces- 
sary to maintain not to exceed a total of $48,000,000 in undisbursed 
balances in the revolving fund and in advances outstanding for plans 
in preparation or for completed plans with respect to projects which, 
in the determination of the Administrator, can be expected to be 
undertaken within a reasonable period of time. 

(f) The Administrator is authorized to use during any fiscal year 
not to exceed $50,000 of the moneys in the revolving fund (established 
under subsection (e)) to conduct surveys of the status and current volume 
of State and local public works planning and surveys of estimated require- 
ments for State and local public works: Provided, That the Administrator 
in conducting any such survey, may utilize or act through any Federal 
department or agency with its consent. 
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SECTIONS 406(c)"AND 605 OF THE HOUSING ACT OF 1956 
DISPOSITION OF DEFENSE HOUSING 


Sec. 406. (a) * * * 


+ * * * * + * 


(c) The Housing and Home Finance Administrator is hereby di- 
rected to convey (pursuant to the provisions of section 606 of the Act 
entitled “‘An Act to expedite the provision of housing in connection 
with national defense, and for other purposes’’, approved October 14, 
1940, as amended): (1) Housing project numbered RI-37013 to the 
Housing Authority of the City of Newport, Rhode Island: Provided, 
That notwithstanding the provisions of that section or of any other 
law, the agreement ceaaeat by that section shall permit the use of the 
project in whole or in part for the housing of military personnel without 
regard to their income, and shall require the Authority, in selecting 
tenants, to give a first preference in respect of three hundred and sixty 
dwelling units to such military personnel as the Secretary of Defense or 
his designee prescribes for [three] five years after the be of convey- 


ance and to give thirty days’ advance notice of available vacancies to 
such designee, and (2) housing projects numbered PA-36011 and 
PA-36012 to the Housing Authority of Philadelphia, Pennsylvania: 
Provided, That notwithstanding the provisions of that section or of 
any other law, the agreement required by that section shall permit the 
use of the projects in whole or in part for the housing of military 
personnel without regard to their income, and shall require the Author- 


ity, in selecting tenants, to give a first preference in respect of seven 
hundred dwelling units to such military personnel as the Secretary of 
Defense or his designee prescribes for three years after the date of 
conveyance and to give thirty days’ advance notice of available 
vancancies to such designee. 

- + * * 7 + . 


HOSPITAL CONSTRUCTION 


Src. 605. (a) Notwithstanding the provisions of section 104 of the 
Defense Housing and Community Facilities and Services Act of 1951, 
the authority under section 304 of such Act to make loans or grants, 
or other payments to public and nonprofit agencies for the construction 
of hospitals is hereby revived and extended with respect to public and 
nonprofit agencies which have, prior to June 30, 1953, applied under 
such section 304 for such loans or grants, or other payments for the 
construction of hospitals, and have been denied such loans or grants, 
or other payments solely because of the unavailability of funds for 
such purpose. 

(b) The authority granted by this section shall expire June 30, 
[1958] 1960. 

(c) There is hereby authorized to be appropriated the sum of 
$5,000,000 for the purposes of this section for each of the fiscal years 
ending June 30, 1957, and June 30, 1958, and the sum of $7,500,000 
for the purposes of this section for each of the fiscal years ending June 
80, 1960, and June 30, 1961. 
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HOME OWNERS LOAN ACT OF 1957 


* * * * * 
FEDERAL SAVINGS AND LOAN ASSOCIATIONS 


Sec. 5. (a) In order to provide local mutual thrift institutions in 
which people may invest their funds and in order to provide for the 
financing of homes, the Board is authorized, under such rules and reg- 
ulations as it may prescribe, to provide for the organization, incorpora- 
tion, examination, operation, and regulation of associations to be 
known as “‘Federal Savings and Loan Associations’’, and to issue char- 
ters therefor, giving primary consideration to the best practices of 
a mutual thrift and home-financing institutions in the United 

t°-es. 

(b) Such associations shall raise their capital only in the form of 
payments on such shares as are eahations in their charter, which 
shares may be retired as is therein provided. No deposits shall be 
accepted and no certificates of indebtedness shall be issued except for 
Suainnaper a money as may be authorized by regulations of the 

oard. 

(c) Such associations shall lend their funds only on the security of 
their shares or on the security of first liens upon homes or combination 
of homes and business property within fifty miles of their home office: 
Provided, That not more than $35,000 shall be loaned on the security 
of a first lien upon any one such property; except that not exceeding 
20 per centum of the assets of such association may be loaned on other 
improved real estate without regard to said $35,000 limitation, and 
without regard to said fifty-mile limit, but secured by first lien thereon, 
and additional sums not exceeding 20 per centum of the assets of an asso- 
ciation may be used without regard to such area restriction for the making 
or purchase of participating interests in first liens on one- to four-family 
homes, except that the aggregate sums invested pursuant to the two excep- 
tions in this proviso shall not exceed 30 per centum of the assets of such 
association: And provided further, That any portion of the assets of 
such associations may be invested in obligations of the United States 
or the stock or bonds of a Federal Home Loan Bank or in the obliga- 
tions of the Federal National Mortgage Association: And provided 
further, That any such association which is converted from a State- 
chartered institution may continue to make loans in the territory in 
which it made loans while operating under State charter. In addition 
to the loans and investments otherwise authorized, such associations 
may purchase, subject to all the provisions of this paragraph except 
the area restriction, loans secured by first liens on improved real estate 
which are insured under the provisions of the National Housing Act, 
as amended, or insured as provided in the Servicemen’s Readjustment 
Act of 1944, as amended. 

Without regard to any other provision of this subsection except the 
area requirement such associations are authorized to invest a sum not 
in excess of 15 per centum of the assets of such association in loans 
insured under title I of the National Housing Act, as amended, in 
unsecured loans insured or guaranteed under the provisions of the 
Servicemen’s Readjustment Act of 1944, as amended, and in other 
loans for property alteration, repair, or improvement: Provided, That 
no such loan, unless so insured or guaranteed, shall be made in excess 
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of $3,500. Participating interests in loans secured by mortgages which 
have the benefit of insurance or guaranty (or a commitment therefor) 
under the National Housing Act, the Servicemen’s Readjustment Act of 
1944, or chapter 37 of title 38, United States Code, shall not be taken 
into account in determining the amount of loans which an association 
may make within any of the percentage limitations contained in the first 
proviso of this subsection. 

Without regard to any other provision of this subsection except the area 
restriction, any such association whose general reserves, surplus, and 
undivided profits aggregate a sum in excess of 5 per centum of its with- 
drawable accounts 1s authorized to invest an amount not exceeding at 
any one time 5 per centum of such withdrawable accounts in loans to 
finance the acquisition and development of land for primarily residential 
usage, subject to such rules and regulations as the Board may prescribe 


SECTION 606 OF THE ACT OF OCTOBER 14, 1940 


Src. 606. (a) The Administrator is hereby specifically authorized to 
convey the following housing projects to the following local public 
housing agencies respectively, i 

(1) on or before December 31, 1950, (i) the conveyance is 
requested by the governing body of the municipality or county 
and (ii) the public housing agency has demonstrated to the 
satisfaction of the Administrator that there is a need for low-rent 
housing (as such term is defined in the United States Housing Act 
of 1937) within the area of operation of such public housing 
agency which is not being met by private enterprise; 

(2) the Administrator determines that the project requested 
will meet such need in whole or in part, and is suitable for low- 
rent housing use; and 

(3) on or before June 30, 1951, the governing body of the 
municipality or county enters into an agreement with the public 
housing agency (satisfactory to the Public Housing Administra- 
tion, hereinafter referred to as ‘‘Administration’’) providing for 
local cooperation and payments in lieu of taxes not in excess of 
the amount permitted by subsection (c) (5) of this section, and 
the public housing agency enters into an agreement with the 
Administration (in accordance with subsection (c) of this section) 
for the administration of the project: 
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Project 
State number Local public housing agency 
Alabama 1041 aes Authority of District of Birming- 
am. 
1061 Housing Authority of Greater Gadsden. 
1062 Housing Authority of Greater Gadsden. 
1031 Housing Board of Mobile. 
1033 Housing Board of Mobile. 
1034 Housing Board of Mobile. 
1035 Housing Board of Mobile. 
1036 Housing Board of Mobile. 
1101 Housing Board of Mobile. 
1102 Housing Board of Mobile. 
1072 Housing Authority of Sylacauga. 
1076 Housing Authority of Sylacauga. 
1073 Housing Authority of City of Talladega. 
Arkansas 3023 Housing Authority of City of Conway. 
California 4031 Housing Authority of City of Fresno. 
4161 Housing Authority of County of Kern. 
4141 Housing Authority of County of Kern. 
4103 Housing Authority of City of Los Angeles. 
4104 Housing Authority of City of Los Angeles. 
4108 Housing Authority of City of Los Angeles. 
4121 Housing Authority of City of Paso Robles. 
4171 Housing Authority of City of Richmond. 
4174 Housing Authority of City of Richmond. 
Connecticut 6091 Housing Authority of City of Bristol. 
6024 Housing Authority of Town of East Hartford. 
6031 Housing Authority of City of New Britain. 
6032 Housing Authority of City of New Britain. 
6101 Housing Autnority of City of New Haven. 
6041 Housing Authority of City of Waterbury. 
6213 Housing Authority of City of Waterbury. 
District of Columbia 49012 National Capital Housing Authority. 
49017 National Capital Housing Authority. 
49044 National Capital Housing Authority. 
Florida 8052 Housing Authority of City of Jacksonville. 
8121 Housing Authority of City of Lakeland. 
8062 Housing Authority of City of Miami. 
8011 Housing Authority of City of Orlando. 
8082 Housing Authority of City of Pensacola. 
8084 Housing Authority of City of Pensacola. 
8085 Housing Authority of City of Pensacola. 
8131 Housing Authority of City of Sebring. 
8041 Housing Authority of City of West Palm 
Beach. 
9071 Housing Authority of City of Albany. 
9061 Housing Authority of Macon. 
9063 Housing Authority of Macon. 
9041 Housing Authority of Savannah. 
9042 Housing Authority of Savannah. 
9043 Housing Authority of Savannah. 
Illinois 11081 Madison County Housing Authority. 
11082 Madison County Housing Authority. 
11111 Winnebago County Housing Authority. 
11112 Winnebago County Housing Authority. 
Indiana 12071 Housing Authority of City of Fort Wayne. 
12021 Housing Authority of City of South Bend. 
Louisiana 16051 ~~ Authority of Parish of East Baton 
ouge. 
Maryland 18095 Housing Authority of Baltimore City. 
18096 Housing Authority of Baltimore City. 
18097 Housing Authority of Baltimore City. 
18098 Housing Authority of Baltimore City. 





State 
Massachusetts 


Michigan 
Nevads 

New Hampshire 
New Jersey 


New York 


North Carolina 


Ohio 


Oregon 
Pennsylvania 


Rhode Island 
South Carolina 


Tennessee 
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Project 
number 


19051 
19021 
19022 
19061 
19023 
20042 
26021 
27021 
28044 
28021 
28072 
28111 
30031 
30032 
30042 
30033 
30039 
30034 
30071 
30082 
31023 
31024 
33031 
33033 
33021 
33071 
33074 
33075 
33112 
33261 
33262 
33041 
33043 
35021 
36051 
36058 
36041 
36042 
36044 
36151 
36152 
36061 
36021 
36031 
36011 
36012 
36014 
36015 
36016 
36101 
36212 
36295 
37013 
38023 
38061 
38041 
38042 
40022 
40023 
40011 
40025 


Local public housing agency 


Boston Housing Authority. 
Chicopee Housing Authority. 
Chicopee Housing Authority. 
Pittsfield Housing Authority. 
Springfield Housing Authority. 

ousing Commission of Detroit. 
Housing Authority of City of Las Vegas. 
Housing Authority of City of Manchester. 
Housing Authority of City of Camden. 
Housing Authority of City of Long Branch. 
Housing Authority of City of Newark. 
Housing Authority of Town of Phillipsburg. 
Buffalo Municipal Housing Authority. 
Buffalo Municipal Housing Authority. 
Elnira Housing Authority. 
Lackawanna Municipal Housing Authority. 
Lackawanna Municipal Housing Authority. 
Niagara Falls Housing Authority. 
Niagara Falls Housing Authority. 
Massena Housing Authority. 
Housing Authority of City of Wilmington. 
Housing Authority of City of Wilmington. 
Canton Metropolitan Housing Authority. 
Canton Metropolitan Housing Authority. 
Cincinnati Metropolitan Housing Authority. 
Cleveland Metropolitan Housing Authority. 
Cleveland Metropolitan Housing Authority. 
Cleveland Metropolitan Housing Authority. 
Lorain Metropolitan Housing Authority. 
Lorain Metropolitan Housing Authority. 
Lorain Metropolitan Housing Authority. 
Warren Metropolitan Housing Authority. 
Warren Metropolitan Housing Authority. 
Housing Authority of Portland. 
Housing Authority of County of Beaver. 
Housing Authority of County of Beaver. 
Housing Authority of Bethlehem. 
Housing Authority of Bethlehem. 
Housing Authority of Bethlehem. 
Allegheny County Housing Authority. 
Allegheny County Housing Authority. 
Housing Authority of County of Lawrence. 
Housing Authority of City of Erie. 
Housing Authority of County of Lycoming. 
Housing Authority of Philadelphia. 
Housing Authority of Philadelphia. 
Housing Authority of Philadelphia. 
Housing Authority of Philadelphia. 
Housing Authority of Philadelphia. 
Housing Authority of City of Pittsburgh. 
Allegheny County Housing Authority. 
Housing Authority of City of York. 
Housing Authority of City of Newport. 
Housing Authority of City of Charleston. 
Housing Authority of City of Charleston. 
Housing Authority of City of Spartanburg. 
Housing Authority of City of Spartanburg. 
Jackson Housing Authority. 
Milan Housing Authority. 
Nashville Housing Authority. 
Trenton Housing Authority. 





HOUSING ACT OF 1959 


Project 

number Local public housing agency 

41064 Housing Authority of City of Corpus Christi. 

41065 Housing Authority of City of Corpus Christi. 

41133 Housing Authority of City of Freeport. 

41031 Housing Authority of City of Houston. 

41131 Housing Authority of City of Lake Jackson. 

41101 Housing Authority of City of Mineral Wells. 

41103 Housing Authority of City of Mineral Wells. 

41072 Housing Authority of City of Orange. 

41032 Housing Authority of City of Pasadena. 

41141 Housing Authority of City of Texarkana. 

41121 Housing Authority of City of Wichita Falls. 

Virginia 44131 Alexandria Redevelopment and Housing Au- 

thority. 

44132 Alexandria Redevelopment and Housing Au- 
thority. 

44133 Alexandria Redevelopment and Housing Au- 
thority. 

44135 Alexandria Redevelopment and Housing Au- 
thority. 

44136 Alexandria Redevelopment and Housing Au- 
thority. 

44065 Newport News Redevelopment and Housing 
Authority. 

44074 Norfolk Redevelopment and Housing Au- 
thority. 

44086 Portsmouth Redevelopment and Housing 
Authority. 

Washington 45043 Housing Authority of City of Bremerton. 
45277N Housing Authority of County of Clallam. 
45315N Housing Authority of County of Clallam. 
45133 Housing Authority of County of King. 

45052 Housing Authority of City of Seattle. 
45053 Housing Authority of City of Seattle. 
45054 Housing Authority of City of Seattle. 
45055 Housing Authority of City of Seattle. 
45056 Housing Authority of City of Seattle. 
45122 Housing Authority of City of Vancouver. 
In addition to the authority of the Administrator under the first 
sentence of this subsection, the Administrator is hereby specifically 
authorized to convey any permanent war housing project to a local 
public housing agency if requested in writing, within sixty days after 
the enactment of the Housing Act of 1950, by such agency or the exec- 
utive head of the municipality (or of the county or parish if such 
project is not in a municipality) within which the project is located, 
or by the Governor of the State where an agency of the State has 
authority to operate the project: Provided, That any conveyance by 
the Administrator pursuant to this sentence shall be subject to the 
same conditions and requirements as provided in this section with 

7 to a project specifically designated herein. ' 

(b) Upon the conveyance by the Administrator of any such project 
pursuant to the provisions of this section, such project shall constitute 
and be deemed to be “low-rent housing” as that term is used and 
defined in the United States Housing Act of 1937 (and to be a low- 
rent housing project assisted pursuant to that Act, within the mean- 
ing of subsection 502(b) of the Housing Act of 1948), except that no 
capital grant or annual contribution shall be made by the Federal 

Government with respect to such project. If any such project is con- 

solidated under a single annual contributions contract with any low-rent 

project being assisted with annual contributions under the said Act, the 
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payment of any annual contribution on account of any project so assisted 
shall not be deemed to be a capital grant or annual contribution with 
respect to any project conveyed hereunder. Any instrument of convey- 
ance by the Administrator stating that it is executed under this Act 
shall be conclusive evidence of compliance therewith insofar as any 
title or other interest in the property is concerned. 

(c) The agreement between the public housing agency and the Ad- 
ministration required by subsection (a) of this section shall contain 
the following conditions and requirements, and may contain such 
further conditions, requirements, and provisions as the Administration 
determines— 

(1) during a period of forty years following the conveyance 
the project shall be administered as low-rent housing in accord- 
ance with subsections 2 (1) and 2 (2) of the United States Hous- 
ing Act of 1937: Provided, That if at any time during such period 
the public housing agency and the Administration agree that the 
project, or any part thereof, is no longer suitable for use as low- 
rent housing, the project, or part thereof, shall with the approval 
of the Administration be sold by the public housing agency after 
which the agreement shall be deemed to have terminated with 
respect to such project or part thereof except that the proceeds 
from such sale, after payment of the reasonable expense thereof, 
shall be paid to the Administration; 

(2) the public housing agency shall, within six months following 
the conveyance, initiate a program for the removal of all families 
residing in the project on the date of conveyance who are ineligible 
under the provisions of the United States Housing Act of 1937 
for continued occupancy therein, and shall have required such 
ineligible tenants to vacate their dwellings within eighteen months 
after the initiation of such program: Provided, That military per- 
sonnel as designated by the Secretary of Defense or his designee 
shall not be subject to such removal until eighteen months after 
the date of conveyance; 

(3) annually during the term of such agreement, the public 
housing agency shall pay to the Administration all income from 
the project remaining after deducting the amounts necessary (as 
determined pursuant to regulations of the Administration) for 
(i) the payment of reasonable and proper costs of operating, 
maintaining, and improving such project, (ii) the payments in 
lieu of taxes authorized hereunder, (iii) the establishment and 
maintenance of reasonable and proper reserves as approved by 
the Administration, and (iv) the payment of currently maturing 
installments of principal of and interest on any indebtedness 
incurred by such public housing agency with the approval of the 
Administration: Provided, That the provisions of this paragraph 
shall not be applicable to any project which is consolidated under a 
single contract with one or more low-rent projects being assisted 
under the United States Housing Act of 1937, and all income from 
any such project conveyed under this section may be commingled 
with funds of the project or projects with which it is consolidated 
and applied in accordance with the requirements of the consolidated 
contract and the provisions of section 10(c) of the said Act: 

(4) during the term of such agreement, the project shall be 
exempt from all real and personal property taxes levied or imposed 
by the State, city, county, or other political subdivisions; 
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(5) for the tax year in which the conveyance is made and the 
next succeeding tax year annual payments in lieu of taxes may 
be made to the State, city, county, or other political subdivisions 
in amounts not in excess of the real property taxes which would 
be paid to such State, city, county, or other political subdivisions 
if the project were not exempt from taxation; and thereafter, 
during the term of such agreement, payments in lieu of taxes 
with respect to the project may be made in annual amounts which 
do not exceed 10 per centum of the annual shelter rents charged 
in such projects; 

(6) in seein tenants for such project, the public housing 
agency shall give such preferences as are souseran by subsection 
10(g) of the United States Housing Act of 1937, except that for 
one year after the date of conveyance of a project, the public 
housing agency shall, to the extent permitted by law, give such 
preferences, by allocation or otherwise, to military personnel as 
the Secretary of Defense or his designee prescribes to the public 
housing agency; and 

(7) upon the occurrence of a substantial default in respect to 
the requirements and conditions to which the public housing 
agency is subject (as such substantial default shall be defined in 
such agreement), the public housing agency shall be obligated at 
the option of the Administration, either to convey title in any 
case where, in the determination of the Administration (which 
determination shall be final and conclusive), such conveyance of 
title is necessary to achieve the purposes of this title and the 
United States Housing Act of 1937, or to deliver possession to the 
Administration of the project, as then constituted, to which such 
agreement relates: Provided, That in the event of such convey- 
ance of title or delivery of possession, the Administration may 
improve and administer such project as low-rent housing, and 
otherwise deal with such housing or parts thereof, subject, how- 
ever, to the limitations contained in the applicable provisions of 
the United States Housing Act of 1937. The Administration 
shall be obligated to reconvey or to redeliver possession of the 
project, as constituted at the time of reconveyance or redelivery, 
to such public housing agency or to its successor (if such public 
housing agency or a successor exists) upon such terms as shall be 
prescri a in such agreement and as soon as practicable after the 
Administration shall be satisfied that all defaults with respect to 
the project have been cured, and that the project will, in order 
to fulfill the purposes of this title and the United States Housing 
Act of 1937, thereafter be operated in accordance with the terms 
of such agreement. Any prior conveyances and reconveyances, 
deliveries and redeliveries of possession shall not exhaust the 
right to require a conveyance or delivery of possession of the 
project to the Administration pursuant to this paragraph upon 
the subsequent occurrence of a substantial default. 

(d) At the end of each fiscal year, the total amount of payments 


during such year to the Administration in accordance with subsection 
(c) of this section shall be covered into the Treasury as miscellaneous 
receipts. 
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PARAGRAPH SEVENTH OF SECTION 5136 OF THE REVISED 
STATUTES, AS AMENDED 


Seventh. To exercise by its board of directors or duly authorized 
officers or agents, subject to law, all such incidental powers as shall 
be necessary to carry on the business of banking; by discounting and 
negotiating promissory notes, drafts, bills of exchange, and other evi- 
dences of debt; by reseiving deposits; by buying and selling exchange, 
coin, and bullion; by loaning money on personal security; and > 
obtaining, issuing, and circulating notes according to the provisions 
of this chapter. The business of dealing in securities and stock by 
the association shall be limited to purchasing and selling such secu- 
rities and stock without recourse, solely upon the order, and for the 
account of customers, and in no case for its own account, and the 
association shall not underwrite any issue of securities or stock: Pro- 
vided, That the association may purchase for its own account invest- 
ment securities under such limitations and restrictions as the Comp- 
troller of the Currency may by regulation prescribe. In no event 
shall the total amount of the investment securities of any one obligor 
or maker, held by the association for its own account, exceed at any 
time 10 per centum of its capital stock actually paid in and unimpaired 
and 10 per centum of its unimpaired surplus fund, except that this 
limitation shall not require any association to dispose of any securities 
lawfully held by it on August 23, 1935. As used in this section the 
term “investment securities’ shall mean marketable obligations, evi- 
dencing indebtedness of any person, copartnership, association, or 
corporation in the form of bonds, notes and/or debentures commonly 
known as investment sesurities under such further definition of the 
term “investment securities” as may by regulation be prescribed by 
the Comptroller of the Currency. Except as hereinafter provided or 
otherwise permitted by law, nothing herein contained shall authorize 
the purchase by the association for its own account of any shares of 
re of any corporation. The limitations and restrictions herein 
contained as to dealing in, underwriting and purchasing for its own 
account, investment securities shall not apply to obligations of the 
United States, or general obligations of any State or of any political 
subdivision thereof, or obligations issued under authority of the Fed- 
eral Farm Loan Act, as amended, or issued by the thirteen banks for 
cooperatives or any of them or the Federal Home Loan Banks or the 
Home Owners’ Loan Corporation, or obligations which are insured 
by the Federal Housing Administrator pursuant to section 207 of the 
National Housing Act, if the debentures to be issued in payment of 
such insured obligations are guaranteed as to principal and interest 
by the United States, or obligations of the Federal National Mort- 
gage Association, or such obligations of any local public agency (as 
defined in section 110(h) of the Housing Act of 1949) as are secured 
by an agreement between the local public agency and the Housing 
and Home Finance Administrator in which the local public agency 
agrees to borrow from said Administrator, and said Administrator 
agrees to lend to said local public agency, [prior to the maturity of 
such obligations (which obligations shall have a maturity of not more 
than eighteen months), monies in an amount which (together with 
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any other monies irrevocably committed to the payment of interest 
on such obligations) will suffice to pay the principal of such obliga- 
tions with interest to maturity thereon, which monies under the terms 
of said agreement are required to be used for the purpose of payin 

the principal of and the interest on such obligations at their maturity 

moneys in an aggregate amount which (together with any other moneys 
irrevocably committed to the payment of interest on such obligations) will 
suffice to pay, when due, the interest on and all installments (including 
the final installment) of the principal of such obligations, which moneys 
under the terms of said agreement are required to be used for such pay- 
ments or such obligations of a public housing agency (as defined in 
the United States Housing Act of 1937, as amended) as are secured 
either (1) by an agreement between the public housing agency and 
the Public Housing Administration in which the public housing agency 
agrees to borrow from the Public Housing Administration, and the 
Public Housing Administration agrees to lend to the public housing 
agency, prior to the maturity of such obligations (which obligations 
shall have a maturity of not more than eighteen months), monies in 
an amount which (together with any other monies irrevocably com- 
mitted to the payment of interest on such obligations) will suffice to 
pay the principal of such obligations with interest to maturity thereon, 
which monies under the terms of said agreement are required to be 
used for the purpose of paying the principal of and the interest on 
such obligations at their maturity, or (2) by a pledge of annual con- 
tributions under an annual contributions contract between such public 
housing agency and the Public Housing Administration if such con- 
tract shall contain the covenant by the Public Housing Administra- 
tion which is authorized by section 22(b) of the United States Hous- 
ing Act of 1937, and if the maximum sum and the maximum period 
specified in such contract pursuant to section 22(b) of the United 
States Housing Act of 1937 shall not be less than the annual amount 
and the period for payment which are requisite to provide for the 
payment when due of all installments of principal and interest on 
such obligations: Provided, That in carrying on the business com- 
monly known as the safe-deposit business the association shall not 
invest in the capital stock of a corporation organized under the law 
of any State to conduct a safe-deposit business in an amount in excess 
of 15 per centum of the capital stock of the association actually paid 
in and unimpaired and 15 per centum of its unimpaired surplus. The 
limitations and restrictions herein contained as to dealing in and under- 
writing investment securities shall not apply to obligations issued b 

the International Bank for Reconstruction and Development whic 

are at the time eligible for purchase by a national bank for its own 
account: Provided, That no association shall hold obligations issued 
by said bank as a result of underwriting, dealing, or purchasing for 
its own account (and for this purpose obligations as to which it is 
under commitment shall be deemed to be held by it) in a total amount 
exceeding at any one time 10 per centum of its capital stock actually 


pee in and unimpaired and 10 per centum of its unimpaired surplus 
und. 
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FIRST INDEPENDENT OFFICES APPROPRIATION ACT, 1954 


PUBLIC HOUSING ADMINISTRATION 
* * * * * * * 


Annual contributions: For the payment of annual contributions to 
public housing agencies in accordance with section 10 of the United 
States Housing Act of 1937, as amended (42 U.S.C. 1410), $32,500,000; 
Provided, That except for payments required on contracts entered 
into prior to April 18, 1940, no part of this appropriation shall be 
available for payment to any public housing agency for expenditure 
in connection with any low-rent housing project, unless the public 
housing agency shall have adopted regulations prohibiting as a tenant 
of any such project by reeal or occupancy any person other than 
a citizen of the United States, but such prohibition shall not be 
applicable in the case of a family of any serviceman or the family 
of any veteran who has been discharged (other than dishonorably) 
from, or the family of any serviceman who died in, the Armed 
Forces of the United States within four years prior to the date of 
application for admission to such housing: Provided further, That all 
expenditures of this appropriation shall be subject to audit and final 
settlement by the Comptroller General of the United States under the 
provisions of the Budget and Accounting Act of 1921, as amended: 
Provided further, That unless the governing body of the locality 
agrees to its completion, no housing shall be authorized by the Public 
Housin Administration, or, if under construction continue to be con- 
structed, in any community where the people of that community, by 
their duly elected representatives, or by referendum, have indicated 
they do not want it, and such community shall negotiate with the 
Federal Government for the completion of such housing, or its aban- 
donment, in whole or in part, and shall agree to repay to the Govern- 
ment the moneys expended prior to the vote or other formal action 
whereby the community rejected such housing project for any such 
projects not to be completed plus such amount as may be required to 
pay all costs and liquidate all obligations lawfully Ssaaieeil by the 
ocal housing authority prior to such rejection in connection with any 
project not to be completed: Provided further, That, in any case where 
the Public Housing Administration (after the approvals on the part 
of the governing body of the locality required by law) has entered into 
a financial assistance contract with a local housing authority covering 
any low-rent housing projects to be constructed in such locality and, 
(a) thereafter but prior to the effective date of this Act, a majority of 
the members of the governing body of the locality, and the people of 
the locality have voted against any such low-rent housing projects, 
and (b) the local housing authority and the governing body of the 
locality agree to a modification of the agreement providing the 
required local cooperation in connection with such low-rent housing 
projects, the preceding proviso shall not be applicable and: (1) the 
Public Housing Administration shall not, unless the governing body of 
the locality shall, by resolution, request such action, (a) authorize the 
award of any contract for the construction of any such low-rent 
housing project, or (b) make any further advance of funds on account 
of any such project for which the main construction contract has not 
heretofore been awarded, except only such funds as may be required 
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by the local housing authority (i) to pay all costs and liquidate all 
obligations heretofore properly incurred by it in connection with any 
such project which pursuant to such modification is to be terminated 
and (li) to pay costs in connection with the liquidation (including the 
sale of land or other assets) of any such terminated project; (2) in 
the liquidation of any such terminated project no claim shall be made 
by the local housing authority or the Public Housing Administration 
against the locality or its governing body on account of such termi- 
nation; (3) the Public Housing Administration shall absorb as a 
loss, and shall release the local housing authority from, all claims, if 
any, of said Administration in connection with such terminated proj- 
ect in excess of the net amount realized from the sale by the local 
housing authority of all land (which if sold to other than a public 

ency shall be after public advertisement to the highest responsible 
bidder but if sold to a public agency may be at a price equal to the 
purchase price of the land, exclusive of improvements, as approved by 
the Public Housing Commissioner) and other assets acquired and 
held in connection with such terminated project; and (4) the Secre- 
tary of the Treasury shall credit as a payment upon the note or notes 
of the Public Housing Administration executed and delivered in con- 
nection with funds obtained pursuant to section 20 of the United 
States Housing Act of 1937, as amended, an amount equal to such loss 
as certified by the Public Housing Commissioner: Provided further, 
That the record of expenditure of the Public Housing Administration 
and of the local housing authority on any public housing project shall 
be open to examination by the responsible authorities of any com- 
munity in which such project is located, or by the local public housing 
authority, or by any ee or public accountants retained by either of 
the foregoing: Provided further, That no housing unit constructed 
under the United States Housing Act of 1937, as amended, shall be 
occupied by a person who is a member of an organization designated as 
subversive by the Attorney General: Promded further, That the 
foregoing prohibition shall be enforced by the local housing authority, 
and that such prohibition shall not impair or affect the powers or 
obligations of the Public Housing Administration with respec: to the 
making of loans and annual contributions under the United States 
Housing Act of 1937, as amended [: Provided further, That notwith- 
standing the provisions of the United States Housing Act of 1937, 
as amended, the Public Housing Administration shall not, with 
respect to projects initiated after March 1, 1949, (1) authorize during 
the fiscal year 1954 the commencement of construction of in excess of 
twenty thousand dwelling units or (2) after the date of approval of 
this Act, enter into any new agreements, contracts, or other arrange- 
ments, preliminary or otherwise, which will ultimately bind the Public 
Housing Administration during fiscal year 1954 or for any future 
years with respect to loans or annual contributions for any additional 
dwelling units or projects unless hereafter authorized by the Congress 
to do so, and during the fiscal year 1954 the Housing and Home 
Finance Administrator shall made a complete analysis and study of 
the low-rent public housing program and, on or before February 
1, 1954, shall transmit to the Appropriations Committees of the House 
and Senate his recommendations with respect to such low-rent public 
housing program]. O 
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86TH CONGRESS t SENATE Report 
1st Session No. 925 


MISSOURI-ILLINOIS BI-STATE DEVELOPMENT AGENCY 
COMPACT 


SEPTEMBER 8 (legislative day, Serremner 5), 1959.—Ordered to be printed 


Mr. Dirksen, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H.J. Res. 465] 


The Committee on the Judiciary, to which was referred the resolu- 


tion (H.J. Res. 465) approving certain additional powers conferred 
upon the Bi-State Development Agency by the States of Missouri and 
Illinois, having considered the same, reports favorably thereon with- 
out amendment and recommends that the resolution do pass, 


PURPOSE 


This legislation expresses the consent of Congress to additional 
grants of power made to the Missouri-Illinois Bi-State Development 
Agency by the Legislatures of Missouri and Illinois. The additional 

owers involve, generally, revenue bond financing and definition of 
acilities which the agency may operate. Bonds issued by the Bi-State 
Development Agency are, under the additional grant of power, made 
lawful investments for trusts, estates, trust and savings companies, 
and similar financial institutions. Consolidation of bond issues is also 
provided for. The list of facilities which the agency may operate is 
expanded and clarified. 
STATEMENT 


This legislation is designed to accomplish the same purpose as is 
set forth in Senate Joint Resolution 123 of the 86th Congress. 

The Congress in 1950 approved the compact between Missouri and 
Illinois, creating the Bi-State Development Agency, however Congress 
expressly provided that any additional grant of powers to the agency 
by the participating States must be submitted to Congress for approval 
before such additional powers became effective. The instant legisla- 
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tion was introduced and in it Congress is approving the further grant 
of power which the State legislatures have conferred on the Bi-State 
Development Agency. 

Pursuant to the 1950 act, the Bi-State Development Agency has 
been set up to serve the metropolitan St. Louis area, comprising the 
city of St. Louis and the counties of St. Louis, St. Charles, and Jeffer- 
_ in Missouri, and Madison, St. Clair, and Monroe Counties in 
Illinois. 

The purpose of the agency is to provide this area with a wide variety 
of jointly administered municipal governmental services. The agency 
has been established to plan, construct, operate, and maintain or lease 
to others for operation and maintenance, bridges, tunnels, airports, 
wharves, docks, harbors, warehouses, grain elevators, commodity and 
other storage facilities, sewage disposal plants, passenger transporta- 
tion facilities, and air, water, rail, motor vehicle, and other terminal 
facilities. 

The committee has been advised that the agency has developed the 
$1,500,000 river, rail, and highway terminal on the Chain of Rocks 
Canal opposite Granite City, Ill. It also conducted a sewer survey 
which led to the establishment of the Metropolitan St. Louis Sewer 
District, and has made a study of Mississippi River pollution. 

Since its establishment, however, the agency’s activities have been 
limited by the compact, and it has been determined that an additional 

ant of powers is needed in order for it to provide the services to the 
St. Louis area contemplated in the original compact. 

The agency operations have been hampered by limitation on its 
power to finance projects through the sale of revenue bonds. It has 
also been determined that a redefinition of the projects which the 
agency could operate is needed. 

To correct these deficiencies in the original compact, the Illinois 
Legislature made certain changes in 1953 (senate bill 364). The 
Missouri Legislature adopted these changes in 1957 (senate bill 11, 
second extra session). Minor changes were required to make the 
wording of the first two sections of the bills exactly the same. This 
was done in Illinois Senate bill No. 97 and Missouri Senate bill No. 
25, enacted earlier this year. The full text of the laws may be found 
under headings “A,” “B,” and “C” at the end of this report. 
Headings “A” and “B” contain sections 1 and 2 of the act granting 
the additional powers to the agency. Heading “‘C’”’ contains section 
3 of the act. 

The major change, as noted earlier, involves revenue bond financing. 
Bonds issued by the Bi-State Development Agency are made lawful 
investments for trusts, estates, trust and savings companies, and 
similar financial institutions. Consolidation of bond issues is also 
provided for. The wider market for its bonds will put the agency on 
a solid self-financing basis. There will be no need for the agency to go 
to either Illinois sa iiteeshiet for funds to finance new projects. 

No expenditure of Federal funds is involved in the resolution before 
the Congress. 

A more precise definition of the types of facilities which the agency 
may operate has also been made by the two legislatures. The original 
powers have been enlarged to include the power to acquire by gift, 

urchase, or lease, and to plan, construct, operate, and maintain or 
ease to others for operation and maintenance, wharves, docks, 





MISSOURI-ILLINOIS BI-STATE DEVELOPMENT AGENCY COMPACT 3 


harbors, warehouses, grain elevators, commodity and other storage 
facilities, sewage disposal plants, and passenger transportation facil- 
ities. A more precise definition of “terminal facilities” is also given. 
These powers were not specifically enumerated in the original 
compact. 
Also precisely granted by the legislatures to the agency are the 
powers of condemnation and the power to contract. 


ANALYSIS OF BILL 


Section 1 refers to and incorporates by reference the laws of the 
States of Missouri and Illinois granting the additional powers to the 
Bi-State Development Agency. Their provisions are set out later in 
this report. 

Section 2 provides that the provisions of the original congressional 
consenting act (Public Law 743, 81st Cong.) apply to the additional 
powers approved under this bill to the same extent as if such addi- 
tional powers were conferred under the provisions of the compact 
when Congress originally gave its consent. 

Section 3 reserves to Congress the right to alter, amend, or repeal 
the instant legislation. 

Section 4 reserves the right to Congress to require the disclosure 
of such information by the Bi-State Development Agency as Congress 
or any of its standing committees may require. 

It is felt that the agency will be put on a sound self-financing basis 
and better able to perform the functions intended by the original 
compact. 


The committee is of the opinion that the legislation is meritorious 
and, therefore, recommends that the resolution, House Joint Resolu- 
tion 465, be considered favorably. 

Applicable laws of Missouri and Illinois granting the additional 
power requested to the Bi-State Development Agency are as follows: 


A 
Laws or Missourt, 1959 
[Truly agreed to and finally passed] 
Senate Biz No. 25 


70TH GENERAL ASSEMBLY 


AN ACT To amend sections 1 and 2 of an act entitled ‘“‘ AN ACT further 
to effectuate that certain compact between the States of Missouri 
and Illinois made and entered into on September 20, 1949, creating 
the Bi-State Metropolitan Development District and the Bi-State 
Development Agency.’’, found in Laws of Missouri, 1958, Second Extra 
Session, page 150, approved April 4, 1958, by striking out of section 1 
all of lines 11 and 12 and inserting in lieu thereof the words ‘‘ware- 
houses, grain elevators, commodity and other storage facilities, 
sewage disposal plants, passenger transportation facilities, and air, 
water, rail, motor vehicle and other terminal facilities.”; by striking 
out of section 1 of all of lines 51 to 62, inclusive, and the words 
‘‘written consent and approval of such common carrier.”, in line 63 
and inserting in lieu thereof the following: ‘‘(6) To condemn any and 
all rights or property, of any kind or character, necessary for the 
purposes of the Bi-State Development Agency, subject, however, to 
the provisions of the aforesaid compact; provided, however, that no 
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rights or property of any kind or character now or hereafter owned, 
leased, controlled, operated or used, in whole or in part, by any com- 
mon carrier engaged in interstate commerce, or by any grain elevator, 
shall be taken or appropriated by the Bi-State Development Agency 
without first obtaining the written consent and approval of such 
common carrier or of the owner or operator of such grain elevator.”, 
and by deleting all of Section 2 and inserting in lieu thereof the 
following: ‘‘All property, real and personal, owned or held by the 
Bi-State Development Agency, and all interest income derived from 
any notes, bonds or other instruments in writing issued by the Bi- 
State Development Agency, shall possess the same status, with 
respect to taxation in the State of Missouri, as is now or may here- 
after be possessed by property, real and personal, owned or held by 
cities within said State of Missouri, and by the interest income 
derived from notes, bonds or other instruments in writing issued by 
such cities.’’. 

Be it enacted by the General Assembly of the State of Missouri, 
as follows: ; 

Section A. Sections 1 and 2 of an act entitled “AN ACT 
further to effectuate that certain compact between the States 
of Missouri and Illinois made and entered into on September 
20, 1949, cooeting. Se Bi-State Metropolitan Development 
District and the Bi-State Development Agency.”, found in 
Laws of Missouri, 1958, Second Extra Session, page 150, ap- 
proved April 4, 1958, are amended by striking out of section 
1 all of lines 11 and 12 and inserting in lieu thereof the words 
“warehouses, grain elevators, commodity and other storage 
facilities, sewage disposal plants, passenger transportation 
facilities, and air, water, rail, motor vehicle and other termi- 
nal facilities.” ; by striking out of section 1 all of lines 51 to 
62, inclusive, and the words ‘written consent and approval 
of such common carrier.”, in line 63 and inserting in lieu 
thereof the following: ‘‘(6) To condemn any and all rights or 
property, of any kind or character, necessary for the purposes 
of the Bi-State Development Agency, subject, however, to 
the provisions of the aforesaid compact; provided, however, 
that no rights or property of any kind or character now or 
hereafter owned, leased, controlled, operated or used, in whole 
or in part, by any common carrier engaged in interstate com- 
merce, or by any grain elevator, shall be taken or appropri- 
ated by the Bi-State Development Agency without first 
obtaining the written consent and approval of such common 
carrier or of the owner or operator of such grain elevator.”, 
and by deleting all of Section 2 and inserting in lieu thereof 
the following: “All property, real and personal, owned or held 
by the Bi-State Development Agency, and all interest income 
derived from any notes, bonds or other instruments in writing 
issued by the Bi-State Development Agency, shall possess 
the same status, with respect to taxation in the State of 
Missouri, as is now or may hereafter be possessed by prop- 
erty, real and personal, owned or held by cities within said 
State of Missouri, and by the interest income derived from 
notes, bonds or other instruments in writing issued by such 
cities.”, so that said Sections 1 and 2, as amended, read as 
follows:. 

Section 1. In further effectuation of that certain compact 
between the States of Missouri and Illinois heretofore made 
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and entered into on September 20, 1949, the Bi-State 
Development Agency, created by and under the aforesaid 
compact, is authorized to exercise the following powers in 
addition to those heretofore expressly authorized by the 
aforesaid compact: 

(1) To acquire by gift, purchase or lease, and to plan, 
construct, operate and maintain, or lease to others for opera- 
tion and maintenance, bridges, tunnels, airports, wharves, 
docks, harbors, warehouses, grain elevators, commodity and 
other storage facilities, sewage disposal plants, passenger 
transportation facilities, and air, water, rail, motor vehicle 
and other terminal facilities. 

(2) To contract with municipalities or other political sub- 
divisions for the services or use of any facility owned or op- 
erated by the Bi-State Agency, or owned or operated by any 
such municipality or other political subdivision. 

(3) To borrow money for the acquisition, planning, con- 
struction and equipping of any facility which it has the power 
to own or to operate to to own and to operate, and to issue 
the negotiable notes, bonds or other instruments in writing of 
the Bi-State Development Agency in evidence of the sum or 
sums so to be borrowed. 

(4) To issue negotiable refunding notes, bonds or other 
instruments in writing for the purpose of refunding, extend- 
ing or unifying the whole or any part of its valid indebtedness 
from time to time outstanding, whether evidenced by notes, 
bonds or other instruments in writing, which refunding notes, 
bonds or other instruments in writing shall not exceed in 
amount the principal of the outstanding indebtedness to be 
refunded and the accrued interest thereon to the date of such 
refunding. 

(5) To provide that all negotiable notes, bonds or other 
instruments in writing issued either pursuant to paragraph (3) 
or pursuant to paragraph (4) hereof shall be payable, both as 
to principal and interest, out of the revenues collected for the 
use of any facility or combination of facilities owned or oper- 
ated or owned and operated by the Bi-State Development 
Agency, or out of any other resources of the Bi-State Develop- 
ment Agency, and may be further secured by a mortgage or 
deed of trust upon any property owned by the Bi-State De- 
velopment Ageney. All notes, bonds or other instruments in 
writing issued by the Bi-State Development Agency as 
herein provided shall mature in not to exceed thirty (30) 
years from the date ther eof, s shall bear interest at a rate not 
exceeding six per centum (6%) per annum, and shall be sold 
for not less than ninatedve » er centum (95%) of the par 
value thereof. The Bi-State Devthigtnint Agency shall have 
the power to prescribe the details of such notes, bonds or 
other instruments in writing, and of the issuance and sale 
thereof, and shall have power to enter into covenants with 
the holders of such notes, bonds or other instruments in 
writing, not inconsistent with the powers herein granted to 
the Bi-State Development Agency, without further legislative 
authority, 
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(6) To condemn any and all rights or property, of any 
kind or character, necessary for the purposes of the Bi-State 
Development Agency, subject, however, to the provisions of 
The aforesaid compact; provided, however, that no rights or 
property of any kind or character, now or hereafter owned, 
eased, controlled, operated or used, in whole or in part, by 
any common carrier engaged in interstate commerce or by 
any grain elevator shall be taken or appropriated by the 
Bi-State Development Agency without first obtaining the 
written consent and approval of such common carrier or of 
the owner or operator of such grain elevator. If the prop- 
erty to be condemned be situated in the State of Illinois, 
the said Agency shall follow the procedure of the Act of the 
State of Illinois providing for the exercise of the right of 
eminent domain, and if the property to be condemned be 
situated in the State of Missouri, the said Agency shall fol- 
low the procedure provided by the Laws of the State of 
Missouri for the appropriation of land or other property 
taken for telegraph, telephone or railroad right-of-ways. 

(7) To contract and to be contracted with, and to sue 
and to be sued in contract. 

Section 2. All property, real and personal, owned or held 
by the Bi-State Development Agency, and all interest income 
derived from any notes, bonds or other instruments in writing 
issued by the B-State Development Agency, shall possess the 
same status, with respect to taxation in the State of Missouri, 
as is now or may hereafter be possessed by property, real and 
personal, owned or held by cities within said State of Mis- 
souri, and by the interest income derived from notes, bonds 
or other instruments in writing issued by such cities. 


B 
Laws or Inurnors, 1959 


7ist G.A. Senate Brit No. 97 1x House 1959 

Reported from Senate, May 6, 1959. 

Read by title, ordered printed, and to a first reading. 

A BILL For an Act to amend Section 1 of “An Act further to effectuate 
that certain compact between the States of Missouri and [Illinois 
made and entered into on September 20, 1949, creating the Bi-State 
Metropolitan Development District and the Bi-State Development 
Agency’’, approved July 15, 1953 
Be it enacted by the People of the State of Illinois, represented 

in the General Assembly: 

Section 1. Section 1 of “‘An Act further to effectuate that 
certain compact between the States of Missouri and Illinois 
made and entered into on September 20, 1949, creating the 
Bi-State Metropolitan Development District and the Bi- 
State Development Agency”, approved July 15, 1953, is 
amended to read as follows: 

Src. 1. In further effectuation of that certain compact be- 
tween the States of Missouri and Illinois heretofore made and 
entered into on September 20, 1949, the Bi-State Develop- 
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ment Agency, created by and under the aforesaid compact, 
is authorized to exercise the following powers in addition to 
those heretofore expressly authorized by the aforesaid 
compact: 

(1) To acquire by gift, purchase or lease, and to plan, con- 
struct, operate and maintain, or lease to others for operation 
and maintenance, bridges, tunnels, airports, wharves, docks, 
harbors, warehouses, grain elevators, commodity and other 
storage facilities, sewage disposal plants, [parking facilities 
for motor vehicles, ] passenger transportation facilities, and 
air, water, rail, motor vehicle and other terminal facilities. 

(2) To contract with municipalities or other political sub- 
divisions for the services or use of any facility owned or oper- 
ated by the Bi-State Agency, or owned or operated by any 
such municipality or other political subdivision. 

(3) To borrow money for the acquisition, planning, con- 
struction and equipping of any facility which it has the power 
to own or to operate or to own and to operate, and to issue the 
negotiable notes, bonds or other instruments in writing of the 
Bi-State Development Agency in evidence of the sum or 
sums so borrowed. 

(4) To issue negotiable refunding, notes, bonds or other 
instruments in writing for the purpose of refunding, extending 
or unifying the whole or any part of its valid indebtedness 
from time to time outstanding, whether evidenced by notes, 
bonds, or other instruments in writing, which refundin 
notes, bonds or other instruments in writing shall not excee 
in amount the principal of the outstanding indebtedness to be 
refunded and the accrued interest thereon to the date of such 
refunding. 

(5) To provide that all negotiable notes, bonds or other 
instruments in writing issued either pursuant to paragraph 
(3) or pursuant to paragraph (4) hereof shall be payable 
both as to principal and interest, out of the revenues collected 
for the use of any facility or combination of facilities owned 
or operated or owned and operated by the Bi-State Develop- 
ment Agency, or out of any other resources of the Bi-State 
Development Agency, and may be further secured by a 
mortgage or deed of trust upon any property owned by the 
Bi-State Development Agency. All notes, bonds or other 
instruments in writing issued by the Bi-State Development 
Agency as herein provided shall mature in not to exceed 
[thirty (30)] 30 years from the date thereof, shall bear 
interest at a rate not exceeding [six per centum (6%) ] 6% 
per annum, and shall be sold for not less than [ninety-five 
sy centum (95%)] 95% of the par value thereof. The 

i-State Development Agency shall have the power to 
prescribe the details of such notes, bonds or other instruments 
in writing, and of the issuance and sale thereof, and shall 
have power to enter into covenants with the holders of such 
notes, bonds or other instruments in writing, not inconsistent 
with the powers herein granted to the Bi-State Development 
Agency, without further legislative authority. 

(6) To condemn any and all rights or property, of any kind 
or character, necessary for the purposes of the Bi-State De- 
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velopment Agency, subject, however, to the provisions of the 
aforesaid compact; preennens however, that no rights or 
oe of any kind or character, now or hereafter owned, 
eased, controlled, operated or used, in whole or in part, b 
any common carrier engaged in interstate commerce, shall 
be taken or appropriated by the Bi-State Development 
Agency without first obtaining the written consent and 
approval of such common carrier. If the property to be 
condemned be situated in the State of Illinois, the said 
Agency shall follow the procedure of the Act of the State 
of Illinois providing for the exercise of the right of eminent 
domain, and if the property to be condemned be situated 
in the State of Missouri, the said Agency shall follow the 
pears provided by the Laws of the State of Missouri 
or the appropriation of land or other property taken for 
telegraph, telephone or railroad rights-of-way. 

(7) To contract and to be contracted with, and to sue and 
to be sued in contract. 


AMENDMENT TO SENATE Biuut No. 97 1n Hovse 
(71st G.A.—1959) 
AMENDMENT NO. 1 


Amend printed Senate Bill No. 97 in House on page 2, 
Sec. 1, by striking line 24 and inserting in lieu thereof the 
following: ‘so to be borrowed.”; and 

On page 3, Sec. 1, by striking line 55 and inserting in lieu 
thereof the following: “gaged in interstate commerce, or by 
any grain elevator, shall be taken or appropriated by the 
Bi-State”’; and 

By striking line 57 and inserting in lieu thereof the follow- 
ing: “of such common carrier or of the owner or operator of 
such grain elevator. If the property to be condemned be 
situated in the’; and 

On page 2, Sec. 1, by striking lines 41, 42 and 43 and insert- 
ing in lieu thereof the following: “exceed thirty (30) years 
from the date thereof, shall bear interest at a rate not exceed- 
ing six per centum (6%) per annum, and shall be sold for not 
less than ninety-five per centum (95%) of the par value 
thereof.’’. 


C 


Laws oF Iuurnots, 1953, Senate Bruu 97, Src. 3 


Laws or Missouri, 1957, Senate Biut 11, Suc. 3 


INVESTMENT IN SECURITIES 


§3. Any notes, bonds or other instruments in writing 
issued by the Bi-State Development Agency pursuant to the 
provisions of the aforesaid compact or pursuant to the pro- 
visions of this act are hereby recognized to be securities in 
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which all state and municipal officers and bodies, all banks, 
bankers, trust companies, savings banks, savings associa- 
tions, building and loan associations, investment companies, 
and all other persons carrying on a banking business, all 
insurance companies, insurance associations, and other per- 
sons carrying on an insurance business, and all administrators, 
executors, guardians, trustees and other fiduciaries and all 
other persons whatsoever who are now or who may hereafter 
be authorized to invest in bonds or other obligations of the 
State of Illinois may properly and legally invest any funds, 
including capital, belonging to them, or within their control; 
and the said obligations are hereby recognized as securities 
which may properly and legally be deposited with and shall 
be received by any state or municipal officer or agency for 
any purpose for which the deposit of bonds or other obliga- 
tions of this state is now or may hereafter be authorized. 


U.S. DEPARTMENT OF JUSTICE, 
Orrice oF THE Deputy ATTroRNEY GENERAL, 
Washington, D.C., September 3, 1959. 
Hon. James O. Eastr.anp, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 


Dear Senator: This is in response to your request for the views 
of the Department of Justice concerning the joint resolution (S.J. 
Res. 123) approving certain additional powers conferred upon the 
Bi-State Development Agency by the States of Missouri and Illinois. 

Legislation granting the consent of Corigress to the entry, by the 
State of Missouri and by the State of Illinois, into a compact or agree- 
ment between the State of Missouri and the State of Illinois creating 
the Bi-State Development Agency and the Bi-State Metropolitan 
District was approved August 31, 1950 (64 Stat. 568). The legisla- 
tion*provided “That no power or powers shall be exercised by the 
Bi-State Agency under that certain portion of article III of such 
compact which reads: ‘8. To exercise such additional powers as shall 
be conferred on it by the legislature of either State concurred in by 
the legislature of the other or by act of Congress.’ unless and until 
such power or powers shall have been conferred upon the Bi-State 
Agency by the legislature of one of the States to the compact and con- 
curred in by the legislature of the other and shall have been approved 
by an Act of Congress:” 

The legislatures of the two States involved have enacted legislation 
conferring additional powers on the Bi-State Development Agency. 
The resolution would extend congressional approval to these enact- 
ments to the same extent as if such additional powers were conferred 
under the compact as originally consented to by the Congress. 

The subject of this legislation is not a matter for which the Depart- 
ment of Justice has primary responsibility, and accordingly we make 
no recommendation as to the adoption of the resolution. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely yours, 
Lawrence E. Wats, 
Deputy Attorney General, 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., September 1, 1959. 


Hon. James O. Eastuanp, 
Chairman, Committee on the Judiciary, 
U. S. Senate, Washington, D.C. 


Dear Senator EastLanpb: Your committee has requested a report 
on Senate Joint Resolution 123, a joint resolution approving certain 
additional powers conferred upon the Bi-State Development Agency 
by the States of Missouri and Illinois. 

We have no objection to the enactment of the joint resolution. 

The Bi-State Development Agency was created by compact between 
the States of Missouri and Illinois approved by Congress in the act of 
August 31, 1950 (Public Law 743, 81st Cong.). The powers of the 
agency cannot be changed without further approval by an act of 
Congress. 

Senate Joint Resolution 123 grants approval to a change in the 
powers of the agency and to a change in the provisions relating to the 
issuance and oe of revenue bonds. These changes are not expected 
to affect the activities of this Department. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Frep G. AANDARL, 
Assistant Secretary of the Interior. 


O 
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86TH CONGRESS } SENATE Report 
1st Session No. 926 


SHUT-INS’ DAY 


SepTeMBER 8 (legislative day, SepremBer 5), 1958.—Ordered to be printed 


Mr. Katina, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S.J. Res. 93] 


The Committee on the Judiciary, to which was referred the joint 
resolution (S.J. Res. 93) designating the first Sunday of June of each 
year as “‘Shut-Ins’ Day,” having considered the same, reports favor- 
ably thereon, without amendment, and recommends that the resolu- 
tion be agreed to. 

PURPOSE 


The purpose of the proposed legislation is to designate the first 
Sunday of June of each year as “‘Shut-Ins’ Day,” and to authorize 
and request the President of the United States to issue annually a 
proclamation calling upon officials of the Government to display the 
flag of the United States on all Government buildings on such day. 


STATEMENT 


A survey by the U.S. Public Health Service covering civilian non- 
institutional population indicated that in 1957 about 2 percent of the 
national population had trouble getting around alone. One percent 
could not get around at all alone, and 1 percent were confined to their 
households. These percentages would, of course, be considerably 
higher if persons in institutions were also included. 

Our older people number especially high among the shut-ins. 
About three-fourths of a million people from 65 years of age are con- 
fined to their homes. Young people are also affected, however. 
Nearly one-half million people under age 45 are confined to home and 
cannot get around alone. 

Medical research is now making it possible for many more persons 
to avoid being afflicted with disabling diseases and to restore many of 
those who are afflicted to good health. In the State of New York, 
for example, there were only 101 cases of paralytic polio in 1957, as 
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compared to the 1,376 case average for the 3 years prior to the first 
use of the Salk vaccine. Similar though less spectacular advances 
have been made in combating other diseases. 

However, it will be many years before the United States at large 
will have solved all of its major health problems. Furthermore, 
large segment of our population must live with their handicaps here 
and now. In their behalf and in support of the great work being done 
by the many shut-in groups and societies, this legislation will bri 
friendship, kindness, and a new spark of happiness into the lives of so 
many Americans. 

The committee is of the opinion that this resolution has a meritorious 
purpose in honoring the magnificent courage which these people who 
are shut-ins are demonstrating each day of their lives. Accordingly, 
the committee recommends favorable consideration of Senate Joint 
Resolution 93 without amendment. 


O 
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AMENDMENT TO THE TEXAS CITY DISASTER RELIEF 
ACT 


SEPTEMBER 8 (legislative day, SEPTEMBER 5), 1959.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on the 
Judiciary, submitted the following 


REPORT 


[To accompany H.R. 4821] 


The Committee on the Judiciary, to which was referred the bill 
(H.R. 4821) to amend the act of ‘eae 12, 1955, Public Law 378, 
84th Congress (69 Stat. 707) so as to provide additional relief for 
losses sustained in the Texas City disaster, having considered the 
same, reports favorably thereon, without amendment, and recom- 
mends that the bill do pass. 

PURPOSE 


The purpose of the proposed legislation is to amend the act of 
August 12, 1955, the Texas City Disaster Relief Act, so as to enable 
the Secretary of the Army to settle claims in accordance with the 
modifications provided for in the following rules: 

1. Each instance of death or personal injury shall be considered 
to have created a separate claim. 

2. A claim for death will not be considered to have abated on 
the death of a claimant before an award had been made under 
the original act, and shall be settled by payment to the person 
or persons entitled to the estate of the deceased claimant under 
the laws of Texas. 

3.-A totally dependent brother or sister of a person who died 
in the disaster will be permitted to, assert a cael where that 
brother or sister was permanently and totally disabled at the 
time of the death. 
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4. The claim of a dissolved corporation shall be considered as 
a claim of that corporation where the corporation filed a suit 
against the United States for disaster losses and then was dis- 
solved and its claim was filed as a joint claim by its two stock- 
holders and was subsequently administratively consolidated with 
other claims of those two stockholders. 

5. The Secretary would be further empowered to settle all 
death claims arising from the disaster which had not been settled, 
and also all claims for permanent disability of 40 percent or more 
which were not settled under the original act. 

The balance of the bill contains provisions which make it possible for 
the Secretary to proceed under the changes provided for in the fore- 
going rules, and to settle and pay the claims. 


STATEMENT 


The Secretary of the Army, when asked to report to Congress on 
H.R. 12378 of the 85th Congress, a bill which would have provided 
additional relief for losses sustained in the Texas City disaster, sug- 
gested to Congress a form of bill that is, with the exception of section 
2(e), point 5 above, now substantially the same as that incorporated 
in the proposed H.R. 4821. The Department of the Army would not 
comment either favorably or unfavorably on the proposed legislation, 
stating in the report: 


In view of the compassionate basis upon which the Con- 
gress enacted relief legislation for the victims of the Texas 
City disaster, this Department considers the exercise thereof 
a prerogative of the Congress and does not deem its views 
thereon material to the merits of the legislation. 


The Bureau of the Budget, in a communication attached as an 
appendix to the Secretary of the Army’s report, objected on both 
general and specific grounds to the enactment of the proposed H.R. 
12378, and further stated that the comments were equally applicable 
to the substitute draft bill proposed by the Department of the Army. 


BACKGROUND EVENTS 


On April 16 and 17, 1947, in the port of Texas City, Tex., two ships 
loaded with general cargo including bagged ammonium nitrate 
fertilizer, exploded with tremendous force. The explosions and sub- 
sequent fires either destroyed or structurally damaged approximately 
1,000 buildings. Some 570 persons died, about 3,500 were injured, 
and damage to property was great. 

During the 3 years following the disaster, almost 300 court actions 
for death, personal injury, and property damage, in the names of 
some 8,500 claimants, were instituted under the Federal Tort Claims 
Act. The suits were consolidated in one civil action in the U.S. 
District Court for the Southern District of Texas, and on May 4, 1950, 
judgment was rendered for the plaintiffs (Dalehite, et al. v. United 
States of America, C.A. 784, U.S.D.C., S.D. Tex. (1950)). On appeal, 
the U.S. Court of Appeals for the Fifth Circuit, on June 10, 1952, 
reversed the district court (In re Texas City Disaster Litigation, 197 F. 
2d 771 (5th Cir., 1952)). The Supreme Court of the United States 
affirmed the decision of the court of appeals on June 8, 1953 (Dalehite 
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y. U.S., 346 U.S. 15 (1953)). The Supreme Court was divided four 
to three on this decision, with two Justices not participating. 

Bills were introduced at successive sessions of Congress to in- 
demnify victims for losses sustained in the disaster and there was 
enacted the act of August 12, 1955 (Public Law 378, 84th Cong.; 69 
Stat. 707), by which Congress recognized and assumed the compas- 
sionate responsibility of the United States for the losses sustained. 
Claims were limited by the act and the subsequent amendment thereto 
of July 9, 1956 (Public Law 675, 84th Cong., 70 Stat. 516), to those 
that were a part of a civil action filed against the United States in a 
US. district court on or before April 25, 1950, except that for a good 
cause, where it was shown that claimant, by reason of infancy, in- 
sanity, or other legal reason, was unable to bring such civil action. 


ADMINISTRATION OF THE TEexas City Disaster Act 


Public Law 378, 84th Congress, delegated to the Secretary of the 
Army, or such person as he might designate, the responsibility for in- 
vestigating aa settling claims against the United States under the 
terms of the act. A maximum award of $25,000 was set for each of 
three categories of claims; death, personal injuries, and property 
damage. 5 rt were required to submit their claims within 180 
days after the enactment of the act. The Secretary of the Army 
was directed, 24 months after the date of enactment of the act, to 
transmit to Congress a statement of each claim submitted to the 
Secretary which had not been settled by him with supporting papers 
and a report of his findings and recommendations, and, a report of 
each claim settled by him and paid. 

The Secretary of the Army submitted his detaiJed report to Con- 
gress as of May 31, 1957, and additional information was supplied in a 
supplemental report as of January 31, 1959. A total number of 1,719 
claims were filed representing a claimed amount of $65,935,649.66. 
The total amount paid in settlement of 1,390 claims was $16,543,374.78. 
The number of hints which could not be settled administratively 
was 329. 

One provision of the act stated: “Except as otherwise provided 
herein, the law of the State of Texas shall apply.’’ In the applica- 
tion of the provisions of the act itself and the law of the State of Texas, 
the Secretary of the Army’s report of May 31, 1957, described the 
following situations which arose in the processing and settlement of 
certain of the claims: 


Two claims were filed separately by parents for the deaths 
of two children. Although the cause of action for each death 
is separate, only one type of loss, i.e., death, is properly in- 
volved in theclaims. Under the community-property laws 
of Texas, the deaths created property rights which belonged 
to the marital partnership and not to each of the parents. 
Since there is legally but one claim—that of the marital 
partnership—for one type of loss, the two claims were 
administratively consolidated and the total award for both 
deaths is limited to $25,000 by section 5, act of August 12, 
1955 (Public Law 378, 84th Cong.; 69 Stat. 707). 

Two claims were filed separately by a minor child for the 
deaths of both parents. Although the cause of action for 
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each death is separate, only one type of loss, i.e., death, is 
involved in the claims and there is only one claimant for both 
deaths. Therefore, the claims were administratively consoli- 
dated and, under section 5, act of August 12, 1955 (Public 
Law 378, 84th Cong.; 69 Stat. 707), the total maximum 
award for the one type of loss is limited to $25,000. 

Two claims were filed separately by parents for the deaths 
of two children. Although the cause of action for each death 
is separate, only one type of loss, i.e., death, is involved in the 
claims. Under the community-property laws of Texas, the 
deaths created property rights which belonged to the marital 
poses and not to each of the parents. Since there is 
egally but one claim—that of the marital partnership—for 
one type of loss, the two claims were administratively consoli- 
dated and the total award for both deaths is limited to $25,000 
by section 5, act of August 12, 1955 (Public Law 378, 84th 
Cong.; 69 Stat. 707). 

The Republic Oil Refining Co. and the Sid Richardson 
Refining Co. owned jointly all the stock of the Southport- 
Republic Terminal Co. The latter corporation was dis- 
solved on April 16, 1954. Each of the three corporations 
suffered extensive property damage amounting to more than 
$25,000 in the Texas City disaster. This claim was sub- 
mitted by the Sid Richardson Refining Co.; another claim 
(JAGD/D-56-61173) was submitted by the Republic Oil 
Refining Co.; and a third claim (TC-—950) was submitted 
jointly by the first two corporations as stockholders of the 
defunct corporation. Because each claim was for the same 
type of loss, the joint claim (TC~—950) was administratively 
divided and the parts were administratively consolidated 
with the other two claims. As no award for property losses 
could be approved in an amount in excess of $25,000 under 
section 5, act of August 12, 1955 (Public Law 378, 84th Cong. ; 
69 Stat. 707), the award to each of the two corporations was 
restricted to that sum. 

Two claims were filed separately by five children for the 
deaths of both parents. Although the cause of action for 
each death is separate, only one type of loss, i.e., death, is 
involved in the claims, and the same claimants are bene- 
ficiaries of both deceased. Therefore, the claims were ad- 
ministratively consolidated and, under section 5, act of 
August 12, 1955 (Public Law 378, 84th Cong.; 69 Stat. 707), 
the total maximum award to all claimants for the one type of 
loss is limited to $25,000. 

Two claims were filed separately by five children for the 
deaths of both parents. Although the cause of action for 
each death is separate, only one type of loss, i.e., death, is 
involved in the claims, and the same claimants are be.ae- 
ficiaries of both deceased. Therefore, the claims were ad- 
ministratively consolidated and, under section 5, act of 
August 12, 1955 (Public Law 378, 84th Cong.; 69 Stat. 707) 
the total maximum award to all claimants for the one type of 
loss is limited to $25,000. 
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Two claims were filed separately by parents for the deaths 
of two children. Although the cause of action for each death 
is separate, only one type of loss, i.e., death, is involved in 
the claims. Under the community-property Jaws of Texas, 
the deaths created property rights which belonged to the 
marital partnership and not to each of the parents. Since 
there is legally but one claim—that of the marital partner- 
ship—for one type of loss, the tworc aims filed were adminis- 
tratively consolidated and the total award for both deaths is 
limited to $25,000 by section 5, act of August 12, 1955 
(Public Law 378, 84th Cong.; 69 Stat. 707). 

The Republic Oil Refining Co. and the Sid Richardson 
Refining Co. owned jointly all the stock of the Southport- 
Republic Terminal Co. The latter corporation was dissolved 
on April 16, 1954. Each of the three corporations suffered 
extensive property damage amounting to more than $25,000 
in the Texas City disaster. This claim was submitted by 
the Republic Oil Refining Co.; another claim (JAGND/D-—56— 
60832) was submitted by the Sid Richardson Refining Co.; 
and a third claim (TC-950) was submitted jointly by the 
first two corporations as stockholders of the defunct corpora- 
tion. Because each claim was for the same type of loss, 
the joint claim (TC-950) was administratively divided and 
the parts were administratively consolidated with the other 
two claims. As no award for property losses could be ap- 
proved in an amount in excess of $25,000 under section 5, act 
of August 12, 1955 (Public Law 378, 84th Cong.; 69 Stat. 
707), the award to each of the two corporations was re- 
stricted to that sum. 

Jesus M. and Belen Capetillo are husband and wife and 
both suffered personal injuries in the Texas City disaster. 
Their minor son, Manuel Capetillo, was also injured. Under 
the community-property laws of Texas, the injuries to the 
husband and wife created property rights which belonged to 
the marital partnership fa not to 7 of them. Therefore, 
the marital partnership is the only proper party claimant 
for the injuries sustained by the spouses. The provisions of 
section 5, act of August 12, 1955 (Public Law 378, 84th 
Cong.; 69 Stat. 707), limit the award therefor to a total of 
$25,000. However, the award of $500 to Manuel Capetillo 
for his personal injuries is his separate property under Texas 
law. Accordingly, the total award of $25,000 in payment of 
the two distinct claims which were filed separately but ad- 
ministratively consolidated does not exceed the statutory 
maximum amounts payable. 

Howard Guss, Jr., filed claim for personal injury to his wife, 
Marie Guss, and for damage to real and personal property 
belonging to the marital partnership. He also filed claim 
for personal injuries to a son, Howard K. Guss III. The 
latter claim asserted damages to the marital partnership for 
loss of the son’s earnings prior to his majority as well as 
damages accruing to the son’s separate estate for his perma- 
ment injuries oa pain and suffering incident to the injuries. 
The award of $25,458.88 for solenaaidioaitn was apportioned 
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as follows: $18,965.90 to Howard K. Guss III, to the account 
of his separate estate and $6,492.98 to Howard Guss, Jr., and 
Marie Guss to the account of the marital partnership. 
Since the total award is in payment of the two distinct claims, 
which were filed separately but administratively consolidated 
it does not exceed the statutory maximum amounts payable. 

Claim involves two deaths. One claimant is a surviving 
beneficiary of both deceased, but the other claimants are 
beneficiaries of only one deceased. Accordingly, two distinct 
claims for death were presented, but were administratively 
consolidated to facilitate adjudication and payment. Under 
section 5, act of August 12, 1955 (Public Law 378, 84th 
Cong.; 69th Stat. 707), the maximum award to all statutory 
beneficiaries for each death claim is $25,000. Therefore, the 
total amount of $30,378 awarded to all claimants for the two 
deaths does not exceed the statutory maximum amounts 
payable. 

Claim involves two deaths. One claimant is a surviving 
beneficiary of both deceased, but the other two claimants are 
beneficiaries of only one deceased. Accordingly, two distinct 
claims for death were presented, but were administratively 
consolidated to facilitate adjudication and payment. Under 
section 5, act of August 12, 1955 (Public Law 378, 84th 
Cong.; 69 Stat. 707), the maximum award to all statutory 
beneficiaries for each death claim is $25,000. Therefore, 
the total amount of $38,050 awarded to all claimants for the 


two deaths does not exceed the statutory maximum amounts 
payable. 


This portion of the Secretary’s report reflects some of the difficulties 
and apparent inequities that were experienced by the Army in the 
adjudication of the claims. Under a ruling of the Comptroller 
General, no single individual or claimant could receive more than 
$25,000 for multiple claims in each category. It also points out 
graphically how the operation of the community-property laws of 
Texas required a consolidation of claims by the two parties to & 
marital relationship into one claim. 

The Comptroller General further ruled, in disagreement with the 
Army, that a party must have claimed for each type of loss in his 
original cuit against the United States in order to qualify for a recovery 
for each type under the act. 

H.R. 4821 is designed to alleviate unanticipated inequities that 
resulted from the application of the terms of the act. It was also the 
opinion of the House Judiciary Committee, in its report on the pro- 
posed bill, that the legislation would forestall the introduction of 
meritorious private bills to take care of individual cases. The House 
report further states, as an intention of Congress, that the bill is 
intended to be a final enactment for the settlement of claims based 
on the disaster. 


ANALYSIS AND DiscussiON OF THE BILL 


Section 1 of the bill states that the act of August 12, 1955, Public 
Law 378 of the 84th Congress, as amended, is to be amended to the 
extent provided for in the bill. 
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Section 2 of the bill contains the changes which define the claims 
which the Secretary of the Army would be authorized to settle. This 
section has the following five subsections: 


Subsection (a) 


Section 5 of Public Law 378 limited the amount of the award which 
might be paid in the three categories of death, personal injury, and 
property loss to $25,000 in each instance. Subsection (a) would 
modify this limitation to the extent that each instance of death or 
personal injury would be considered as a separate claim. This would 
also vary the application of the community-property law of Texas 
as applied to claimants who were husband and wife so that their 
claims would not be regarded as a single consolidated claim. 

The information available to the committee shows that the amount 
of the claims which will be affected by this provision can be estimated 
at $80,134.93. 


Subsection (6) 

This subsection provides that, in those cases where a claimant who 
had asserted a claim for death under the original act and then died 
before final settlement was made, the heirs of that claimant would be 
deemed to be claimants and eligible to share in the award. 


The provisions of this subsection would make it possible to pay 
claims involving about $106,251.50. 


Subsection (c) 


This subsection would make it possible for a brother or sister to 
file a claim for the death of a person in the disaster when the brother or 
sister was totally dependent on that person. It contains the further 
limitation that the totally dependent brother or sister be permanently 
and totally disabled. 


It is estimated that the claims of this category would not exceed 
$25,000. 


Subsection (d) 


This subsection would make it possible for a claim to be asserted 
and settled in behalf of a dissolved corporation where the corporation 
had filed suit against the United States as one of the civil actions 
brought against the Government as the result of the disaster, was sub- 
sequently dissolved, and the claim for its losses was filed by its two 
stockholders and consolidated with other claims of those stockholders. 

The cost to be anticipated in this connection is $25,000. 


Subsection (e) 


This subsection permits the settlement of all death cases and 
cases of permanent disability when the disability is 40 percent or 
more. The House Judiciary Committee felt that these two categories 
of claims are appropriate subjects of compassionate relief. Ac- 
cordingly, it concluded that it would be inequitable to deny claimants 
for such death or disability relief by reason of the previously applicable 
limitations concerning the timely filing of a suit or a claim. This sub- 
section provides a basis for the consideration of such claims if they 
are filed within the time limited in the bill. 
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This subsection extends relief to claimants who find themselves 
unable to assert claims because of various circumstances. The 
estimated amount of claims is as follows: 


Death claims 


Claims which were filed in time under the original act but could not be 
settled because the claims were not part of a civil suit (4), amount 


$90, 143 
Claims which were not part of a suit and not timely filed under the 
original act (24), amount claimed 519, 470 
Deaths which were not the subject of claims, timely or otherwise, 
included on the basis of the $25,000 maximum because there are no 
bases to fix the amounts of the awards (40) ! 


Estimated total as to death claims 1, 609, 610 


! The }* .m covering the 40 additional deaths for which the Army has not received claims or inquiries is 
included as an indefinite possibility as the committee has received no evidence that a claim will result based 
on any of these deaths. The House Committee felt that such potential claimants should, in the interest of 
complete justice, be given an opportunity to fileclaims. In the absence of any information as to such claims, 
the cost estimate used was based on the sum of awards in the maximum amount in each case. 


Disability claims.—The following estimate of cost is based on the 
information in Army files concerning injuries resulting from the dis- 
aster. The estimate is based on claims which exceeded $5,000 on the 
assumption that claims on the basis of permanent disability of 40 per- 
cent or more would have resulted from the more serious injuries. 
Of course the amount which would actually be awarded would be 
reduced to that fixed by the Army after a finding that the disability 
was of the permanency and degree required in the bill: 

Claims where part of the claim was filed in time under the original 

act, but the claim for personal injury was not part of the original 

suit (21), amount claimed $374, 104. 11 
Claims not part of suit and not timely filed under the original act 

(76), amount ciaimed 1, 078, 275. 55 
Estimated potential of new claims on the basis of 40 percent 

permanent disability (32), all included at the maximum of 

$25,000 in order to state the maximum possible expected figure.__ 740, 000. 00 


Estimated total _ _- 2, 192, 379. 66 


The figures included in the foregoing estimates would have to be 
reduced by the actual adjudication of the claims by the Army. The 
report of the Department of the Army discloses that the awards in 
settled claims were substantially less than the amounts originally 
claimed. In the settled death cases the awards averaged slightly 
more than one-third of the amounts claimed, and in the personal 
injury claims the awards averaged approximately one-fourth. Another 
factor which would reduce the amount ultimately paid is that only 
the claims filed within the time limited in the bill would be adjudicated 
and paid. 

Section 3 of the bill preserves the present language of section 3 of 
Public Law 378 with a modification permitting the consideration of 
all death claims and all claims based on 40 percent or more permanent 
disability as provided for in section 2(e) and also a claim asserted by & 
totally dependent brother or sister for the death of a person in the 
disaster as provided for in section 2(c). 

Section 4 of the bill amends section 7 of Public Law 378 to provide 
that the Secretary of the Treasury pay the amounts awarded and also 
the administrative costs incident to the investigation and settlement 
of the claims. 
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Section 5 of the bill provides for a 2-year period for the Army to 
fix and determine the awards for claims recommended or submitted 
under the terms of the bill. A 3-year period is allowed for payment. 
The section also provides that except where varied by the provisions 
of the bill the law of Texas is expressly made applicable. 

Section 6 provides for a report to Congress by the Secretary of the 
Army as to unsettled claims and claims settled and paid under the 
new provisions. 

Section 7 provides that all claims under the new provisions must be 
filed within 90 days of the bill’s enactment. 

Section 8 provides that claims subject to reconsideration under the 
provisions of the bill may be reconsidered without regard to any 
release or assignment executed by the claimants. 

Section 9 authorizes other departments and agencies of the Govern- 
ment to cooperate with the Secretary of the Army in the reconsidera- 
tion and settlement of claims under the provisions of the bill. 

Section 10 authorizes the Secretary of the Army to notify a previous 
claimant or interested party that his claim may be considered under 
the provisions of the bill as enacted. 

Section 11 provides that all of the provisions of the original act, 
Public Law 378, will apply except where changes have been made 
under the bill. 

Section 12 provides the proposed legislation can be cited as the 1959 
Amendment to the Texas City Disaster Relief Act. 


ADDITIONAL Discussion OF SECTION 2(e) 


Approximately 8,500 claimants were parties to the almost 300 
unsuccessful court actions for death, personal injuries, and property 
damage instituted under the Federal Tort Claims Act. As previously 
mentioned, section 3 of Public Law 378 limited the terms of the act 
to those who participated in the civil court action, and by interpre- 
tation, the limitation was extended to exclude all claims, as well as 
claimants, which were not asserted in the civil action. Section 5(a) 
of S. 1077, 84th Congress, the Senate version of the Texas City Disaster 
Relief Act, also limited the relief to claims that were a part of a civil 
action filed against the United States. 

The justification for now extending the provisions of the act to 
include all claims for death and permanent disability is first based on 
the premise that, in the original act, Congress assumed the compas- 
sionate responsibility of the United States for the losses sustained by 
reason of explosion of fires in the Texas City disaster. 

Members of the Texas bar, testifying on the proposed new legisla- 
tion before the House Judiciary Subcommittee, stated that many 
victims of the disaster were advised by reputable lawyers that they 
had no cause of action against the U.S. Government walled the Federal 
Tort Claims Act. Potential claimants who relied on this advice, 
which subsequent events proved to be eminently sound and correct, 
were then cut off from any relief under Public Law 378. 

One attorney, who represented 67 claimants, stated that he operated 
under a tremendous strain in trying to prepare and file suits within 
the 1-year deadline set by the Federal Tort Claims Act. He said he 
later found in several cases that he had filed suit for a death, on behalf 
of a widow, and that she herself had sustained personal injuries which 
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he had not learned about. It was his experience that it was abso- 
lutely impossible to properly investigate all types of damage. 

Another attorney, whose firm represented approximately 400 
claimants, testified that his firm set up offices in Texas City and 
clients started pouring in at a time when the firm had no intent of 
presenting claims under the Federal Tort Claims Act. Their purpose 
was to take care of them in any manner they needed care. Pre- 
viously, they had advised some of their clients that there was not a 
chance of them recovering anything and he knew of lawyers in Texas 
City, Galveston, and Houston who had given the same advice. 

Other reasons assigned for the failure of claimants to sue under the 
Federal Tort Claims Act was the reluctance of some citizens or poten- 
tial citizens of Mexican extraction to bring an action against the 
U.S. Government. The catastrophe broke up families and destroyed 
property resulting in claimants being dispersed over wide areas of 
the United States. 

From an administrative standpoint, representatives from the De- 
partment of the Army testified at the House subcommittee hearings, 
that in addition to the voluminous information now available to the 
Department in its own files, Red Cross records, police records, hospital 
records, and the records of local doctors are available for an evidentiary 
base in the adjudication of original claims. 


AMOUNT INVOLVED IN PROPOSED LEGISLATION 


Attorneys from Texas testifying before the House Judiciary Sub- 
committee estimated that the maximum amount that would be in- 
volved in claim settlements under the proposed legislation would be 
between $700,000 and $900,000. The amounts set out by the Depart- 
ment of the Army, appearing in the analysis of the proposed bill, 
totaling $4,038,379.09, are characterized as the maximum possibilities 
based on the Department of the Army files and its knowledge and 
experience gained in administering Public Law 378. 


CONCLUSIONS AND RECOMMENDATION 


In the original act Congress recognized and assumed the compas- 
sionate responsibility of the United States for the losses sustained by 
reason of the explosions and fires at Texas City, Tex., on April 16 and 
17, 1947. This committee feels that the presently proposed amenda- 
tory leyislation is entirely consonant with this expressed intent of 
(‘ongress. 

As the House Committee on the Judiciary points out in its report, 
the relief extended by section 2, subsections (a), (b), (c), and (d) of 
H.R. 4821, is designed to alleviate specific known situations of inequity 
that arose in the administration of the provisions of the original act. 
The claimants herein involved would have legitimate and equitable 
grounds to appeal to Congress for relief by way of individual private 
bills. Hit. 4821 relieves Congress of the burden to consider individu- 
ally each of these potential private claim bills. 

In widening the scope of the original act to embrace death and total 
disability cases where the claimants failed to participate in the suits 
under the Tort Claims Act, Congress is still acting consistently with 
the compassionate responsibility it recognized and assumed for the 
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resulting losses of this great and tragic disaster. As the facts now 
reveal, these potential claimants cannot be charged with laches but 
were the unfortunate victims of circumstances beyond their control. 

The committee also feels that the extension of this compassionate 
relief will provide the uniform basis for a final and complete settlement 
of all claims arising out of the Texas City disaster. 

It is, therefore, recommended that H.R. 4821, without amendment, 
be favorably considered. 

The report of the Department of the Army to Congress on the pro- 
posed legislation is attached and made a part hereof. 


DEPARTMENT OF THE ARMY, 
Washington, D.C., January 9, 1959. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 


Dear Mr. CuarrMAN: Reference is made to your request for the 
views of the Department of the Army with respect to H.R. 12378, 
85th Congress, a bill to amend the act of August 12, 1955, Public 
Law 378, 84th Congress (69 Stat. 707), so as to provide that certain 
claims for losses sustained in the Texas City disaster which have not 
been settled may be settled by the Secretary of the Army. 

This bill provides as follows: 

“That this Act may be cited as the ‘1958 Amendment to the Texas 
City Disaster Relief Act’. 

“Sec. 2. The Act of August 12, 1955, Public Law 378, Eighty- 
fourth Congress (69 Stat. 707), is amended so as to provide that the 
Secretary of the Army or such persons as he may designate shall 
investigate and settle claims against the United States for death, 
personal injury, and property losses proximately resulting from the 
disaster at Texas City, Texas, on April 16 and 17, 1947, commonly 
referred to as the Texas City disaster, in the following instances: 

“(a) Where the claimant filed a civil action against the United 
States for death of two children in the Texas City disaster and filed 
separate claims with the Secretary of the Army under the Act of 
August 12, 1955, for such deaths, but the Secretary of the Army 
administratively consolidated the claims and settled them as one 
claim, the Secretary of the Army shall make such additional settlement 
as that the total of the amount previously paid and the amount now 
to be paid will equal the amounts which would have been paid if the 
claims for the two deaths had been settled as two separate claims. 
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“(b) Where the claimant filed a civil action against the United 
States for death'of both parents in the Texas City disaster and filed 
separate claims with the Secretary of the Army under the Act of 
August 12, 1955, for the two deaths, but the Secretary of the Army 
administratively consolidated the two claims and settled them as one 
claim, the Secretary of the Army shall make such additional settle- 
ment as that the total of the amount previously paid and the amount 
now to be paid will equal the amounts which would have been paid if 
the claims for the two deaths had been settled as two separate claims. 

““(c) Where the claimant filed a civil action’against the United 
States for losses sustained in the Texas City disaster and filed a claim 
with the Secretary of the Army under the Act of August 12, 1955, 
but no payment was made as to a particular type of loss (that is, 
death or personal injury or property damage) because the claimant 
did not allege or pray for that particular type of loss in the civil ac- 
tion which was filed, the Secretary of the Army shall settle the claim 
as to such particular type of loss. 

“‘(d) Where a corporation sustained property damage in the Texas 
City disaster and filed a civil action against the United States for 
losses sustained in the Texas City disaster and thereafter was dis- 
solved, and the claim filed on behalf of the dissolved corporation by it 
and by its two stockholders was administratively consolidated by the 
Secretary of the Army with other claims filed by said stockholders, 
the Secretary of the Army shall settle the claim, treating it as a claim 
asserted by the dissolved corporation. 

“(e) Where both husband and wife suffered personal injuries in the 
Texas City disaster and both filed civil actions against the United 
States for losses sustained in the Texas City disaster and both filed 
separate claims with the Secretary of the Army under the Act of 
August 12, 1955, for their respective personal injuries, but the Secre- 
tary of the Army administratively consolidated the two claims and 
settled them as one claim, the Secretary of the Army shall make such 
additional settlement as that the total of the amount previously paid 
and the amount now to be paid will equal the amounts which would 
have been paid if the claims for the two losses for personal injuries had 
been settled as two separate claims. 

“(f) Where the husband sustained personal injuries in the Texas 
City disaster, and the husband and wife were thereafter divorced, 
and the husband filed a civil action against the United States for 
personal injuries sustained by him and the husband filed a claim with 
the Secretary of the Army for his personal injuries, and the Secretar 
of the Army settled with the husband for his community one-half 
interest in the claim for personal injuries sustained by him, the Secre- 
tary of the Army shall settle the wife’s claim for her community one- 
half interest in the loss sustained because of personal injuries suffered 
by the husband, whether or not she filed civil action or claim. 

“(g) Where the claimant timely filed a civil action against the United 
States for losses sustained in the Texas City disaster, or filed a cwil 
action against the United States for losses sustained in the Texas City 
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disaster but such suit was not timely filed, or did not file a civil action 
against the United States for losses sustained in the Texas City disaster, 
and filed a claim with the Secretary of the Army under the Act of August 
12, 1955, prior to the passage of this Act, whether such claim was filed 
timely or not, or files a claim with the Secretary of the Army within 
ninety days after the effective date of this Act, the Secretary of the Army 
shall settle such claim. 

“(h) Where a person during his lifetime owned a claim for death, 
personal injury, or property damage suffered in the Texas City dis- 
aster and thereafter such person died, the Secretary of the Army shall 
consider that the claim descended to the heirs or devisees of such 
person, and shall settle the claim with such heirs or devisees. 

“(i) Where the claimant filed a claim with the Secretary of the 
Army for death of a person who was killed in the Texas City disaster, 
and the claimant was a brother or sister of, and was wholly dependent 
on, such person killed in the Texas City disaster, the Secretary of the 
Army shall settle such claim. 

“Sec. 3. Nothing in this Act shall authorize payment of any 
amount for damages or losses not shown to have proximately resulted 
from the disaster at Texas City, Texas, on April 16 and 17, 1947. 
The word ‘claimant’ as herein used shall be construed to mean ‘claim- 
ants’ as well as ‘claimant’. 

“Sec. 4. In making the settlements authorized by this Act, the 
Secretary of the Army shall proceed under all of the limitations and 
directions of the Act of August 12, 1955, except as herein amended, 
and shall make such settlements under the regulations and procedures 
used in making settlements under the Act of August 12, 1955, and 
all of the provisions of the Act of August 12, 1955, except as herein 
amended, shall apply to settlements made under this Act. 

“Src. 5. The Secretary of the Army, in settling the claims herein 
directed to be settled, shall proceed under the claims heretofore filed, 
if sufficient in form, and may at his option require the claimant to 
file an additional claim or submit additional evidence of loss. The 
Secretary of the Army shall forthwith notify all claimants and their 
attorneys, if any, whose claims are to be reconsidered under the 
provisions of this Act that such reconsideration is being undertaken. 

“Sec. 6. The Secretary of the Army, twelve months after the date 
of enactment of this Act, shall transmit to the Congress— 

“(a) a statement of each claim submitted to the Secretary of 
the Army in accordance with the Act of August 12, 1955, and 
this Act which has not been settled by him, with supporting 
papers and a report of his findings of fact and recommendations; 
and 

“(b) a report of each claim settled by him and paid pursuant 
to this Act. The reports shall contain a brief statement concern- 
ing the character and justice of each claim, the amount claimed, 
and the amount approved and paid.” [Italic supplied.] 
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The Department of the Army has considered the above-mentioned 
bill. In the analysis which follows particular reference is made to 
section 2(g). In view of the extensive legislative history of the act 
of August 12, 1955 (Public Law 378, 84th Cong. ; 69 Stat. 707), and its 
earlier amendment of July 9, 1956 (Public Law 675, 84th Cong,; 
70 Stat. 516), it has not been considered necessary in this report on 
the above-mentioned amendment to repeat the facts and circumstances 
which resulted in the compassionate relief awarded to the victims of 
the Texas City disaster of April 16 and 17, 1947. For reference 
purposes some of the source materials are as follows: 

Hearings before a special subcommittee of the Committee on 
the Judiciary, House of Representatives, pursuant to House 
Resolution 296, 83d Congress (1954); 

House Report 1386, 83d Congress, 2d session (1954); 

House Report 2024, 83d Congress, 2d session (1954); 

Hearings before a Senate subcommittee of the Committee on 
the Judiciary, U.S. Senate, on H.R. 9785, 83d Congress, 2d session 
(1954); 

Senate Report 2363, 83d Congress, 2d session (1954); 

Senate Report 684, 84th Congress, Ist session (1955); 

House Report 1305, 84th Congress, Ist session (1955); 

Conference Report 1623, 84th Congress, Ist session (1955); 

House Report 2334, 84th Congress, 2d session (1956); 

Senate Report 2343, 84th Congress, 2d session (1956); 

Texas City disaster claims report submitted under act of 
August 12, 1955, committee print, 85th Congress, 2d session 
(January 1958); 

Dalehite et al. v. United States of America (C.A. 787, U.S.D.C. 
S.D. Texas (1950); 

In re Texas City Disaster Litigation (197 F. 2d 771 (5th Cir., 
1952)); 

Dalehite v. United States (344 U.S. 873 (1952)); and 

Dalehite et al. v. United States (346 U.S. 15 (1953)). 

In addition to the foregoing, attached as appendix B is a reproduc- 
tion of pertinent portions of Texas City disaster claims program 
prepared by the Claims Division, Office of the Judge Advocate Gen- 
eral, U.S. Army, August 1957, which contains a detailed description 
of the administration of the provisions of the Texas City Disaster 
Claims Act and its amendment. 

This report will reflect the experience of the Department of the 
Army in the administration of the Texas City Disaster Claims Act 
insofar as the provisions of subject bill may be analyzed based upon 
such experience. In addition this report will attempt to describe the 
administrative and monetary impact of the provisions of subject bill. 

The purpose of the provisions of sections 2 (a) and (b) appears to 
be to remove some of the limitations resulting from the interpretation 
of section 5 of Public Law 378 by the Comptroller General of the 
United States. In response to an inquiry of the Secretary of the Army, 
the Comptroller General, on April 23, 1956, in his opinion B—127227 
concurred in the view that any claim based upon death, personal 
injury, and property loss, or any two of these types of damage, could 
be approved in an amount in excess of $25,000, but not in an amount 
in excess of $25,000 each for death, personal injury or property loss. 
In other words, claimants whose claims were based upon two or more 
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deaths were limited to awards not in excess of $25,000 in total settle- 
ment of all deaths. The Comptroller General reasoned: 

“The only monetary limitations appearing in the act are those in 
section 5, quoted above. Each subsection thereof places a limitation 
on the amount that may be approved for a particular type of claim, 
and each subsection standing alien is clear. Accordingly, and since 
the limitations are directed against types of claims as distinguished 
from a limitation on the total amount each claimant may receive, we 
concur in the view of your [Department of the Army] Department” 
(Comp. Gen. MS B- 127227, at p. 3). 

Section 2(a) would affect three claims probably amounting to 
$9,864.22 in additional payments. 

Section 2(b) would affect three claims probably amounting to 
$20,270.71 in additional payments. 

The provisions of section 2(c) appear to expand the provisions of 
section 3(a) of Public Law 378 which provided as follows: 

“No claim shall be entertained by the Secretary of the Army unless 
it shall appear to his satisfaction that such claim was a part of a civil 
action filed against the United States in a United States district court 
prior to April 25, 1950, except that, for good cause, the Secretary may 
waive the limitation date of April 25, 1950, where it is shown that 
claimant, by reason of infancy, insantiy, or other legal reason, was 
unable to bring such civil action.” 

The Department of the Army proposed the view that a claimant 
who qualified as a party to a civil suit whose demand in the suit was 
limited to one type of damage, such as personal injuries could, never- 
theless, qualify as a claimant under the act for compensation based on 
another type of damage, such as property losses. The Comptroller 
General, however, decided as follows: 

“The reasons for inclusion of the above provision limiting claims are 
explained in the following statement contained in House Report 1305, 
84th Congress, lst session: 

“ ‘Section 3 sets up procedures under which claimants shall submit 
their claims. It limits the claims to be entertained hereunder to those 
which were filed in the district courts under the Tort Claims Act. 
The committee wishes to state that in limiting the claims, generally, 
to those which have already been filed in the Federal courts, it is its 
intention that the Secretary of the Army should, where practicable, 
consider the claims in the manner in which they were originally filed. 
While it is the intention of the committee to authorize payment to 
those individuals, firms, companies, associations, and corporations, 
other than subrogees, the committee wishes to prevent the severing 
or the division of any claim by any claimants who may thereby seek 
to circumvent the $20,000 [$25,000] limitation provided for in the 
committee amendment for each claim. Claims should be entertaine ad, 
where possible, in the manner and under the circumstances under 
which they were originally filed.’ 

“Tt is stated to be the view of your Department that the words 
‘claim’ and ‘such claims’ should not be limited in their meaning eithe 
to a particular sum of money or to a particular type of damage for 
which suit was instituted. 

“Since the sum of money to be paid in any particular claim is 
necessarily a matter for consideration by your Department on the 
basis of the evidence submitted or otherwise adduced, we concur with 
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the view that the amount claimed under the act need not be limited 
to that for which suit was filed. However, a claim originally filed 
for one type of damage may not, consistent with the congressional 
intent as indicated in the above-quoted statement, be viewed as 
establishing a basis for filing a claim for another type of damage 
under Public Law 378. The word ‘claim’ is uniformly used in the act 
in the sense that it refers to each type of loss. See, for example, 
sections 2 and 5.” 

As the result of the Comptroller General’s decision claimants were 
considered qualified under the act only for such types of damages as 
were included in demands in civil suits. 

A review of the records indicates that the provisions of section 2(c) 
would affect 61 claims in which awards may amount to $263,079.21, 
based on the amounts claimed and application of the $25,000 statutory 
limitation. 

Section 2(d) according to the records of the Department appears to 
relate specifically to a single claim. This claim involved the following 
situation which is the subject of notes 4 and 8, page 67, of the Texas 
City Disaster Claims Report, (committee print, 85th Cong., 2d sess. 
(January 1958)): 

A joint claim was asserted in the names of two corporations, the 
Republic Oil Refining Co. and the Sid Richardson Refining Co., based 
upon losses sustained by a subsidiary corporation, the Southport- 
Republic Terminal Co., the stock of which was wholly owned by the 
two claimant corporations in the names of four individuals. After 
the Texas City disaster, the corporate structure of the Southport- 
Republic Terminal Co. was kept intact for the primary purpose of 
prosecuting litigation against the United States. ™ April 1954, after 
the adverse decision of the Supreme Court of the United States in the 
Dalehite case, the subsidiary corporation was formally dissolved. 

Under Texas law the life of a dissolved corporation is extended for 
3 years to permit collection of claims. Therefore, it appears that a 
claim asserted under Public Law 378 in the name of Southport- 
Republic Terminal Co. would have been properly payable in the 
amount of $25,000. However, claimant corporations elected to sub- 
mit the joint claim in their corporate names. Inasmuch as the two 
claimant corporations had each asserted separate claims for the same 
type of loss, property damage, the joint claim was administratively 
severed and one-half was consolidated with each of their separate 
claims. Inasmuch as each claimant corporation had suffered svuff- 
cient property damage to receive the maximum award for this type 
of loss—that is, $25,000—the effect of the transaction was that no 
award could be made for the losses sustained by the Southport-Republic 
Terminal Co. 

A review of all other corporate claims submitted under Public Law 
378 reveals that this provision would apply only to the Southport- 
Republic Terminal Co. claim and would benefit only the Republic Oil 
Refining Co. and the Sid Richardson Refining Co. 

Public Law 378 contained a provision that except as otherwise pro- 
vided therein the law of the State of Texas would apply to the adjudi- 
cation of claims thereunder. Section 2 (e), (f), (h), and (i) of subject 
bill are designed to modify the effect of the pertinent provisions of 
Texas Jaw as applied and interpreted and which resulted in wholly or 
partially dinweakiinte certain claimants. 
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Section 2(e) relates to the Texas community property system. In 
the adjudication of the claims filed under the provisions of Public Law 
378 involving claims of two spouses their claims were consolidated 
and treated as one from the community of ownership and interests 
flowing from their marriage. ‘To provide now for separate treatment 
of the claims of spouses would authorize the payment of two claims 
in which additional awards may amount to $50,000. 

Section 2(f) also affects the adjudication of claims to which the 
Texas community property system would otherwise apply. During 
the interval between the Texas City disaster and the passage of 
Public Law 378 the marriages of some of the claimants had been 
dissolved by divorce. In many instances no provision was made in 
the divorce decree for the disposition or distribution of the moneys 
which might be realized for damages. As a result, former spouses 
held an undivided one-half interest in the claim as if they had never 
been married and a claim by one former spouse could not be considered 
as a claim for both. Therefore, each such former spouse was required 
to file an individual claim. While section 2(f) is phrased as if such 
claims solely relate to personal injuries sustained by a husband, the 
same principle is applicable to chien former spouse and to property 
damage. Upon the assumption that such coverage is intended, the 
enactment of section 2(f), if appropriately revised, would affect 48 
claims previously filed involving additional awards of approximately 
$195,816.38. 

Section 2(h) would modify the effect of Texas law to provide for 
survival of death claims to heirs or legatees. Under Texas law as 
applied to the claims settled under Public Law 378 personal injury 
and property damage claims were paid to the heirs or legatees of 
deceased claimants. A review of the claims filed under the provisions 
of Public Law 378 indicates that six persons who had qualified as 
claimants in death claims died before final settlement could be 
accomplished. Approximately $106,251.50 is involved in such claims. 

Section 2(i) is designed to broaden the classes of persons who may 
claim under the wrongful death principle to include totally dependent 
brothers and sisters. Under the Texas wrongful death statute the 
classes of claimants who qualified under the provisions of Public Law 
378 were limited to surviving spouse, children, and parents. This 
provision could affect 10 claims involving $175,915. 

The provisions of most significance and impact in this amendment, 
in the view of this Department, are those contained in section 2(g), 
which remove the limitations imposed in section 3(a) of Public Law 
378, as amended by Public Law 675, 84th Congress, relating to two 
major categories—past claims and potential claims. In view of the 
far-reaching import of that section, pertinent experiences of the 
Department are set forth, in some detail, as follows: 

(a) The legislative history of Public Law 378 sheds little light on the 
reasons for the limitations contained in section 3(a); however, in 
retrospect, the effect of these limitations does not appear to warrant 
the extensive modification proposed in section 2(g). The determina- 
tion of the classes of persons to whom compassionate relief should be 
pas required exclusion of potential claimants who, because of the 
act that over 8 years had elapsed since the disaster, might present 
frivolous or unsupported claims. Apparently section 3(a) of Public 
Law 378 was designed to provide a measure of compassionate relief for 
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those persons who were sufficiently diligent to have filed suits within 
the required time. However, not all of those claimants were as 
diligent in filing claims under the act because 44 unsettled claims were 
denied for the reason that the claims were not filed timely. These 
claims involve $322,672.98. 
> (b) Of the many claimants who filed claims but who had not been 
narties to a civil action, a variety of reasons or explanations has been 
received. The Department of the Army has approximately 162 
unsettled claims involving $1,290,641.25 from persons who were not 
parties plaintiff to civil actions. The claims received by the Depart- 
ment from claimants who were not parties to a civil action were not 
investigated or adjudicated, in most instances, because further con- 
sideration was deemed unwarranted when it was established that the 
claimant was disqualified. Likewise, investigations which had been 
conducted by the Department of Justice, which had preserved the 
evidence to an appreciable degree, and which were made available 
to the Department for the implementation of Public Law 378, did not 
relate to claims from persons who were not parties to the litigation. 
Therefore, these 162 claims would present similar investigative and 
adjudicative problems as those discussed, below, for potential claims. 
(c) The Department of the Army has an additional 108 unsettled 
claims, involving $480,067.08, in which claimants were disqualified for 
not having been parties plaintiff to civil actions and for not having filed 
timely claims. = addition to these unsettled claims, there is an un- 
predictable number of potential claims which may result from the 
enactment of section 2(g) reopening the gates to claimants. Of the 
576 known dead, the Department has received claims based upon 537 
deaths. The Department has received 945 personal injury claims. 
Local civic and medical sources estimated that approximately 3,500 
ersons sustained injuries of varying degrees from the disaster. The 
epartment has received 615 property damage claims. It has been 
estimated that approximately 1,000 structures were damaged; how- 
ever, there is no method by which automobile and other property 
damage may be estimated. It is realized that of the total destruction 
and damage resulting from the explosions and fires, considerable 
recovery resulted from insurance and other protections. There is no 
information available to indicate how much of the damage not hereto- 
fore considered in past claims may be excluded by the provisions of 
section 6 of Public Law 378, excluding insurance benefits (except life 
insurance benefits), or other payments or settlements of any nature, 
previously paid with respect to death claims, personal injury, or 
property loss. However, the Department of the Army will encounter 
substantial difficulties from the implementation of any amendment 
permitting the filing of new claims. In view of the time which has 
elapsed since April 16 and 17, 1947, when the disaster occurred, it will 
be difficult for new claimants properly to assess their damages and 
support their claims. On the other hand, it will be almost impossible 
for this Department adequately to investigate and properly adjudicate 
such claims. There was considereable publication and promulgation 
of the relief granted by Public Law 378. It may be expected that the 
vast number of bonafide victims of the disaster were perfectly aware 
of the compassionate relief extended by the Congress. Claimants who 
act at this late date may represent many who were guilty of laches 
or whose claims are unjustified. It must be realized, therefore, that 
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this broad provision requires consideration that possible claims may 
be (1) frivolous, (2) fraudulent, or (3) dilatory. 

The preceding comments reflect some of the effects of the proposed 
amendments. In those comments it is reiterated that administrative 
difficulties may be expected primarily from the new claims which 
would be authorized by section 2(g). Public Law 378 permitted 
claimants 180 days after enactment of the act in which to submit 
their claims and required the Secretary of the Army to determine 
and fix the amount of the awards within 12 months after the sub- 
mission of such claims. This amendment, however, authorizes 
claimants 90 days in which to submit their claims and requires ths 
Secretary of the Army to complete the administrative processing of 
such claims, arising more than 11 years after the event, within 1 year 
from the date of the enactment of the act. The net effect is to re- 

uire the Secretary of the Army to complete administrative proce- 
hoes within just 9 months from the final date upon which claims may 
be submitted. In view of the lapse of more than 11 years since the 
disaster occurred, with a normal dispersion of potential claimants, 
and with the added investigative difficulties mentioned previously, 
it is believed that the period in which to process such claims as pro- 


posed in the bill is inadequate. Accordingly, it is believed that 2 

; years after‘date of enactment of this act shewl be provided for fixing 

i and determining the amount of the awards and 2 years and 6 months 

- after date of enactment of the act for submission of the report to 

e Congress, all as set forth herein, in the suggested revision of S. 3938. 

6 It is also noted from the preceding comments that the proposed 

7 amendments are not closely identified with the provisions of Public 

. Law 378 and the substantive provisions appear to be phrased more 

0 in the nature of relief for specific classes of claimants rather ta 

6 general statutory language. 

D A close analysis of the entire proposed amendment likewise presents 

I questions of sufficiency of the authority contained therein fully to 

y permit the Secretary of the Army to discharge the duties assigned to 

n him by its provisions. 

le For the foregoing reasons, if the Congress favorably considers this 

10 bill, the Department deems it advisable, in order to facilitate imple- 

0- mentation and to integrate the provisions of the amendment with 

of those of the Texas City Disaster Relief Act, that a revision of the 

fe text of the bill be considered. The following revisions of title and 

e, text is submitted: 

i “A BILL To amend the Act of August 12, 1955, Public Law 378, Eighty-fourth 
Congress (69 Stat. 707), so as to provide additional relief for losses sustained in 

the Texas City Disaster 

il : “Be it enacted by the Senate and House of Representatives of the United 

nd | States of America in Congress assembled, That the Act of August 12, 

le | 1955, Public Law 378, Eighty-fourth Congress (69 Stat. 707), as 

ste amended, is further amended as provided herein. 

on “Sec. 2. The Secretary of the Army or such persons as he may 

he designate shall apply the following rules: 

ret “(a) Each instance of death or personal injury shall be considered 

ho | as having created a separate claim. 

hes “(b) A claim for death shall be deemed not to have abated on the 


death of the claimant before award under this Act and shall be settled 
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by payment to the person or persons entitled to the estate of the 
deceased claimant under the laws of Texas, who shall be deemed 
claimants for this purpose. 

“(c) A brother or sister of a deceased person who was totally de- 
pendent on the deceased person shall be entitled to assert a claim for 
death, but no award shall be made if it would diminish the award 
justly due other survivors of the deceased person under the Texas 
wrongful death act or under subsection 2(b) of this section. 

“(d) Where a corporation sustained property damage in the Texas 
City disaster and filed a civil action against the United States for losses 
sustained in the Texas City disaster and thereafter was dissolved, and 
the claim filed on behalf of the dissolved corporation by it and by its 
two stockholders was administratively consolidated by the Secretary 
of the Army with other claims filed by said stockholders, the Secretary 
of the Army shall settle the claim, treating it as a claim asserted by the 
dissolved corporation. 

“Sec. 3. Section 3(a) is hereby repealed. 

“Sec. 4. Section 7 is amended to read as follows: 

“““The Secretary of the Treasury shall pay out of moneys in the 
Treasury not otherwise appropriated, the claims referred to in this 
Act in the amounts approved for payment by the Secretary of the 
Army. and the administrative costs of the investigation and settlement 
of claims under this Act.’ 

“Sec. 5. Within two years from the effective date of this Act, the 
Secretary of the Army or his designee shall fix and determine the 
awards, if any, on claims reconsidered or submitted under this Act. 
The authority of the Secretary of the Treasury to make payment of 
awards so fixed and determined or those awards heretofore made under 
the Act of August 12, 1955, shall terminate three years from the 
effective date of this Act. 

“Except as otherwise provided herein, the law of the State of Texas 
shall apply. 

“Sec. 6. The Secretary of the Army, two years and six months 
after the date of enactment of this Act shall transmit to the Congress, 
in addition to any such information relating to the Act of August 12, 
1955; which has not been reported heretofore, 

“‘(a) A statement of each claim reconsidered or submitted 
to the Secretary of the Army in accordance with this Act which 
has not been settled by him, with supporting papers and a report 
of his findings of fact and recommendations; and 

“(b) A report of each claim settled by him and paid pursuant 
to this Act. The reports shall contain a brief statement concern- 
ing the character and justice of each claim, the amount claimed 
and the amount approved and paid. 

“Sec. 7. Claimants shall submit their claims in writing to the 
Secretary of the Army, under such rules as he prescribes, within 
ninety days after enactment of this Act. 

“Sec. 8. The Secretary of the Army is directed to reconsider and 
settle claims affected by the provisions of this Act without regard to 
any release of and assignment to the United States heretofore executed 
by the claimants. 

“Sec. 9. All departments and agencies of the Government upon 
the request of the Secretary of the Army or his designee are authorized 
to furnish any information available relevant to the reconsideration 
and settlement of claims under this Act. 
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“Sec. 10. The Secretary of the Army, in settling the claims herein 
directed to be settled, shall proceed to consider the claims heretofore 
filed, if sufficient in form, and may at his option require the claimant 
to file an additional claim or submit additional evidence of loss. The 
Secretary of the Army shall forthwith notify all claimants or their 
attorneys, if any, whose claims are to be reconsidered under the pro- 
visions of this Act that such reconsideration is being undertaken. 
When a file relating to a claim previously submitted under this Act 
shows that a person other than a person who submitted the claim 
would be entitled to recover if he submitted a claim, the Secretary of 
the Army or his designee shall notify the person of his right to submit 
a claim. 

“Sec. 11. In making the settlements authorized by this Act, the 
Secretary of the Army shall proceed under all of the limitations and 
directions of the Act of August 12, 1955, except as herein amended, 
and shall make such settlements under the regulations and procedures 
used in making settlements under the Act of August 12, 1955, except 
as to such changes necessitated by this Act, and all of the provisions 
of the Act of August 12, 1955, except as herein amended, shall apply 
to settlements made under this Act. 


“Sec. 12. This Act may be cited as the ‘1958 Amendment to the 
Texas City Disaster Relief Act.’ ”’ 

In the foregoing revision, section 2(a) is suggested to clarify the 
intent of Congress and to remove any ambiguities that may have 
resulted from earlier interpretations of Public Law 378 by the Comp- 
troller General (B—127227, April 23, 1956). Section 2(a) of the revi- 
sion, couched in general Janguage, would preserve the purposes of sec- 


tions 2 (a), (b), and (3) of H.R. 12378. Section 2(b) of the revision 
is designed to clarify and preserve the purpose of section 2(h) of H.R. 
12378. Section 2(c) of the revision is deemed a necessary restatement 
of the purpose of section 2(i) of H.R. 12378. Section 2(d) of the revi- 
sion is identical with section 2(d) of H.R. 12378. 

Section 3 of the revision repealing section 3(a) of Public Law 378 
removes the limitations in the basic act which necessitated the pro- 
visions of sections 2 (c) and (f) and some of the provisions of section 
2(g) of H.R. 12378. Section 7 of the revision incorporates the pur- 
pose of the remainder of section 2(g) of H.R. 12378. However, sec- 
tions 3 and 7 of the revision are fraught with the problems mentioned 
in the earlier discussion of section 2(g). 

Section 3 of H.R. 12378 is deemed unnecessary, in view of section 4 
of Public Law 378, so that no comparable provision appears in the 
suggested revision. 

Section 4 of the suggested revision amends section 7 of Public Law 
378 to provide for authority for the Secretary of the Treasury to make 
available, from moneys not otherwise appropriated, costs and expenses 
incidental to the administration of this amendment. No current or 

roposed budgetary programs envisioned the added expense to this 

epartment which implementation of this bill would require, nor could 
the expenses be absorbed within available appropriated funds; there- 
fore, this provision is deemed mandatory. 
_ Section 5 of the revision is intended to extend the period prescribed 
in section 6 of H.R. 12378 in which the Secretary of the Army would 
be required to submit his report to the Congress. It further contains 
a finality clause for which no provision has been made in Public Law 
878 or H.R. 12378. 
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Section 6 of the revision is designed to clarify the intent of section 6 
of H.R. 12378 and to permit the Secretary of the Army a period of 2 
years and 6 months, 6 months longer than that which is suggested 
for the administrative settlement of the claims, to transmit his report 
to the Congress. 

In view of possible legal consequences resulting from the executed 
releases and assignments for claims settled under Public Law 378, 
which would be affected by this amendment, it is suggested that 
statutory authority be contained in the amendment for the Secretary 
of the Army to reconsider and settle claims without regard to releases 
and assignments previously executed in favor of the United States as 
suggested in section 8 of the revision. 

hile the Department of the Army was assisted by and enjoyed 
splendid cooperation from all departments and agencies of the Gov- 
ernment during the administration of Public Law 378, certain initial 
obstacles were encountered which could be eliminated by inclusion of 
@ provision similar to that suggested in section 9 of the revision. An 
additional reason for this suggestion is the fact that anticipated diffi- 
culties from investigations relating to new claims may entail a more 
extensive use by the Department of the Army of records from other 
sources than was previously necessary. 

Based on experience in the adjudication of claims under Public 
Law 378, section 10 of the revision is suggested as an expansion of 
section 5 of H.R. 12378 to permit the Secretary of the Army to com- 
municate with and advise potential claimants of their rights, in order 
to eliminate some of the delays and to permit timely administration 
of this amendment. The revision is also designed to exempt such 
action by the Secretary of the Army from existing statutory proscrip- 
tions relating to claims against the United States. 

Section 11 of the suggested revision contains a minor but essential 
modification of section 4 of H.R. 12378. 

Section 12 of the suggested revision restates the title of this act 
as contained in section 1 of H.R. 12378. 

In view of the compassionate basis upon which the Congress 
enacted relief legislation for the victims of the Texas City disaster, 
this Department considers the exercise thereof a prerogative of the 
Congress and does not deem its views thereon material to the merits 
of this legislation. Should the bill be favorably considered, it is 
recommended that the suggested revisions be duly considered, and 
that the Congress should be particularly mindful of the inherent 
dangers in any provisions of this bill which would have the effect of 
removing the requirements of previously having filed suit against the 
United States. 

The cost of this bill, if enacted, cannot be predetermined. Enact- 
ment of provisions as contained in sections 2(a), (b), (c), (d), (e), (f), 
past claims under 2(g), (h), and (i) may result in the cost of approxi- 
mately $3 million. ‘The additional cost of potential claims, if section 
2(g) is enacted, cannot be estimated. Additionally, administrative 
costs of implementing subject bill, as described on page 13, are not 
included in the Department of the Army budgets for fiscal years 1958 
and 1959, and costs cannot be absorbed. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised that, while it had no objec- 
tions to the presentation of the views of this Department, it deemed 
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the proposals contained in this bill objectionable on both general and 
specific grounds. The Bureau of the Budget by a letter dated No- 
vember 20, 1958, furnished its comments on this report and requested 
that a copy of its letter be furnished the committee. Therefore, a 
copy is attached as appendix A. 
Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 





APPENDIX A 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupDGeET, 
Washington, D.C., November 20, 1958. 
The Honorable the SEcRETARY OF THE ARMY 
(Attention Col. James K. Gaynor, 2C642 Pentagon). 


My Dear Mr. Secretary: This will refer to your letter of June 2, 
1958, transmitting copies of a proposed report to the House Com- 
mittee on the Judiciary with respect to H.R. 12378, a bill to amend the 
act of August 12, 1955, Public Law 378, 84th Congress (69 Stat. 707), 
so as to provide that certain claims for losses sustained in the Texas 
City disaster which have not been settled may be settled by the Secre- 
tary of the Army. 

We believe that H.R. 12378 is objectionable on both general and 
specific grounds. Generally, it vould require a further, substantial 
expenditure of Federal funds, estimated at more than $3 million, 
beyond the $16.5 million already expended for this purpose, for the 
payment of claims not now cognizable under Public Law 378, 84th 
Congress. We believe such further payments to be inconsistent with 
certain key premises on which the Congress based the compassionate 
relief it afforded in Public Law 378. Thus, in the House report it is 
stated; ‘‘While this legislation cannot reach all of the claimants for 
all of their losses, the committee feels that it will at least help a sub- 
stantial majority of those unfortunate people who suffered losses as a 
result of the disaster.’’ In the conference report it is stated: “It is 
the express desire of the managers on the part of the House that the 
instant legislation will finally dispose of all claims presented to the 
Congress on behalf of those who suffered losses at Texas City.” Under 
the circumstances, there would appear to be little justification for 
reopening the Texas City claims program as proposed in H.R. 12378. 

More specifically, we have the following comments regarding the 
various sections of the subject bill. These comments are equally 
+ gran to the substitute draft bill proposed by the Department of 
the Army. 

1. Ribentiins 2 (a) and (b).—These subsections would permit the 
claim of any claimant based on either the death of two children 
or two parents to be treated as two separate claims. We see no valid 
basis for according the treatment proposed. Public Law 378 fixed a 
limit of $25,000 on the amount payable to any claimant in each of 
three categories of claims; namely, death, injury, and property damage. 
The cases covered by these subsections are no more meritorious than 
cases in which the dollar ceiling precluded recovery of a much higher 
award for property damage involving a number of pieces of property 
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owned by one claimant or where such dollar ceiling limited an award 
in @ particular death case to an amount lower than would otherwise 
have been payable. 

2. Subsection 2(c).—This subsection would permit the payment 
of claims based on particular types of loss, even though claim for 
such type of loss was not asserted in the previous civil suit required 
by Public Law 378. Since there is no necessary connection between 
the various types of loss, this subsection would, in effect, recognize 
new categories of claims by removing the prior suit requirements of 
Public Law 378 on behalf of that limited group of individuals which 
happen to sustain other and probably unrelated losses. Accordingly, 
these provisions would appear to be open to the same objections as 
those advanced with respect to subsection 2(g) below. 

3. Subsection 2(d).—This subsection would permit a dissolved 
corporation to assert now a claim under Public Law 378. It appears 
that, under Texas law, the dissolved corporation could have asserted 
a claim in its own right but that its two corporate stockholders elected 
to assert claims in their individual capacities, which claims were 
consolidated with other claims of the two stockholders, all of which 
were subject to the $25,000 ceiling referred to above. Considerin 
the course of action that the stockholders elected to pursue, whic 
necessarily had the effect of bringing the jointly owned property 
within the limitation applicable to all property owned by them, we 
see no compelling basis for the relief proposed in this subsection. 

4. Subsection 2(e).—This subsection would have the effect of setting 
aside the applicable community property law of Texas and permit a 
husband and wife who both ientetaida personal injuries to file separate 
claims for such injuries. Like subsections 2 (a) and (b), the purpose of 
this subsection appears to be to circumvent the $25,000 limitation. 
The subsection would also have the effect of modifying the general 
provision of Public Law 378 requiring claims to be settled in accord- 
ance with Texas law, unless otherwise provided in that act (a require- 
ment which is restated in sec. 4 of the present bill). We perceive no 
justification for singling out this ca of claims to be exempt 
from the general requirement that Public Law 378 claims were to 
settled in accordance with Texas law. And, if such law is to be 
applicable, then husband and wife should be treated as a single 
claimant in injury cases in the same way they were so treated with 
respect to death and property damage claims. 

5. Subsection 2(f).—This subsection relates to the unpaid claims of 
divorced spouses based on a community one-half interest in losses 
arising out of the disaster and before the marriage was dissolved. 
It would permit such claims to be asserted now by divorced spouses 
who failed t to file them timely. The provisions of this subsection are 
also designed to afford selective exemptions from the application of 
Texas law in favor of those who failed to file separate claims, as was 
necessarily required in view of their divorced status. Accordingly; 
this subsection would appear to be open to the same objections in this 
regard as those set out above with respect to subsection 2(e). 

6. Subsection 2(g).—This subsection would permit the settlement 
of claims (1) for which no suit had previously been filed; (2) which 
were not filed timely under Public Law 378 (regardless of whether or 
not the prerequisite suit had been filed timely), and (3) which are 
filed within 90 days after the enactment of H.R. 12378. For the 
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reasons which are set out in the report of the Department of the Army 
on the bill, we strongly oppose the provisions of this subsection, 

articularly those which would permit the payment of claims not 
casa on a prior suit. 

7. Subsections 2 (h) and (1).—These subsections would have the 
effect of — aside certain provisions of Texas law with respect to 
the survival of death claims and the classes of survivors eligible to 
recover for wrongful death. In line with what has already been said 
above, we consider it discriminatory to single out cases for exemption 
from the requirement of Public Law 378 that Texas law apply. 

are while there is no objection to the presentation of such 
report on H.R. 12378 as you deem appropriate, the above comments 
represent the views of the Bureau of the Budget concerning his bill. 

t is requested that you attach a copy of this letter to your report 
when it is forwarded to the committee. 
Sincerely yours, 


Puiuturp S. HuGcHes, 
Assistant Director for Legislative Reference. 
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CHANGES IN Existinc LAw 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman) : 


Public Law 378 of the 84th Congress, Ist Session (69 Stat. 707), as 
aoe ace by Public Law 675 of the 84th Congress, 2d Session (70 
tat. 516): 


[Pusiic Law 378—84TH CoNnGREss] 
[CHAPTER 864—I1sT SEssION] 
{S. 1077] 


AN ACT To provide for settlement of claims resulting from the 
disaster which occurred at Texas City, Texas, on April 16 and 17, 
1947 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, The Con- 
ess recognizes and assumes the compassionate responsi- 
ility of the United States for the losses sustained by reason 
of the explosions and fires at Texas City, Texas, and hereby 
provides the procedure by which the amounts shall be deter- 
mined and paid. 
Src. 2. The Secretary of the Army or such persons as he 


may designate shall investigate and settle claims against the 
United States for death, personal injury, and property losses 
proximately resulting from the disaster at Texas ae Texas, 


on April 16 and 17, 1947, commonly referred to as t 
City disaster. 

Sec 3. (a) Claimants shall submit their claims in writing 
to the Secretary of the Army, under such rules as he pre- 
scribes, within one hundred eighty days after the enactment 
of this Act. 

No claim shall be entertained by the Secretary of the 
Army unless it shall appear to his satisfaction that such claim 
was a part of a civil action filed against the United States in a 
United States district court on or before April 25, 1950, except 
that, for good cause, the Secretary may waive the limitation 
date of April 25, 1950, where it is shown that claimant, by 
reason of infancy, insanity, or other legal reason, was unable 
to bring such civil action. 


e Texas 
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The limitations of this subsection shall not apply to claims 
based upon death or upon permanent disabilities which are 
deemed to be 40 per centum or more disabling in accordance with 
the standard schedule of rating disabilities in current use by the 
Veterans’ Administration, or to claims asserted by the brother or 
sister of a deceased person who was totally dependent on the de- 
ceased person and was permanently and totally disabled at the 
time of the death of such deceased person. 

(b) The Secretary of the Army shall promulgate and pub- 
lish rules of procedure for handling the claims referred to in 
section 2 within sixty days after the date of enactment of this 
Act. 

He shall determine and-fix the amount of awards, if any, in 
each claim within twelve months from the date on which the 
claim was submitted. 

Except as otherwise provided herein, the law of the State 
of Texas shall apply. 

Sec. 4. Since it is the intention and purpose of this Act, 
and of the Congress, to relieve the claimants hereunder, the 
Secretary of the Army shall limit himself to the determina- 
tion of— 

(1) whether the losses sustained resulted from the 
explosions and fires at Texas City on April 16 and 17, 
1947; 

(2) the amounts to be allowed and paid pursuant to 
this Act; and 

(3) the persons entitled to receive the same. 

Sec. 5. (a) Claims for awards based on death shall be sub- 
mitted only by duly authorized legal representatives. No 
claim under this subsection shall be approved by the Secre- 
tary of the Army in amount in excess of $25,000. 

(b) No claims for personal injuries may be approved by 
the Secretary of the Army in amount in excess of $25,000. 

(c) No claim for property losses may be approved by the 
Secretary of the Army in amount in excess of $25,000. 

Sec. 6. (a) In determining the amounts to be awarded for 
death, personal injury, or property losses, the Secretary of the 
Army shall reduce any such amount by an amount equal to 
the total of insurance benefits (except life insurance benefits), 
or other payments or settlements of any nature, previously 
paid with respect to such death claims, personal injury, or 
property loss. 

(b) Payments approved by the Secretary of the Army on 
death, personal injury, and property loss claims, shall not be 
subject to insurance subrogation claims in any respect. 

(c) The Secretary of the Army shall not include in an 
award any amount for reimbursement to any insurance 
company or compensation insurance fund for loss payments 
made by such company or fund. 

(d) Except as to the United States, no claim cognizable 
under this Act shall be assigned or transferred. 

Sec. 7. [The Secretary of the Treasury shall pay out of 
moneys in the Treasury not otherwise appropriated, the 
claims referred to in this Act in the amounts approved for 
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payment by the Secretary of the Army.] The Secretary of the 
Treasury s pay out of moneys in the Treasury not otherwise 
appropriated, the claims referred to in this Act in the amounts 
approved for payment by the Secretary of the Army, and the ad- 
ministrative costs of the investigation and settlement of claims 
under this Act. 

Sec. 8. A payment made under the provisions of section 7 
shall be in full settlement and discharge of all claims against 
the Government of the United States. 

Sec. 9. The Secretary of the Army shall require assign- 
ment to the United States of any right of action against a 
third party arising from the death, personal injury, or prop- 
erty loss claim with respect to which settlement is made. 

Sec. 10. The Secretary of the Army shall, twenty-four 
months after the date of enactment of this Act transmit to 
the Congress— 

(a) a statement of each claim submitted to the Secre- 
tary of the Army in accordance with this Act which has 
not been settled by him, with supporting papers and a 
report of his findings of facts and recommendations; and 

(b) a report of each claim settled by him and paid 
pursuant to this Act. The reports shall contain a brief 
statement concerning the character and justice of each 
claim, the amount claimed, and the amount approved 
and paid. 

Sec. 11. Attorney and agent fees shall be paid out of the 
awards hereunder. No attorney or agent on account of 
services rendered in connection with each claim shall receive 
in excess of 10 per centum of the amount paid, any contract to 
the contrary notwithstanding. 

Whoever violates the provisions of this Act shall be fined 
sum not to exceed $5,000. 

Sec. 12. ff any particular provision of this Act or the ap- 
plication thereof to any person or circumstance, is held in- 
valid, the remainder of the Act shall not be affected thereby. 


The following provisions of H.R. 4821 also have the effect of amend- 


ing Public Law 378 of the 84th Congress, as amended, and therefore 
are included : 


The Act of August 12, 1955, Publie Law 378, Eighty-fourth 
Congress (69 Stat. 707), as amended, 1s further amended as pro- 
vided herein. 

Sxc. 2. The Secretary of the Army or such person as he may 
designate shall apply the following rules: 

(a) Each instance of death or personal injury shall be con- 
sidered as having created a separate claim. 

(b) A claim for death shall be deemed not to have abated on the 
death oy the claimant before award under this Act and shall be 
settled by payment to the person or persons entitled to the estate of 


the deceased claimant under the laws of Texas, who shall be 
deemed claimants for this purpose. 

(c) A brother or sister of a deceased person who was totally 
dependent on the deceased person and which brother or sister was 
permanently and totally disabled at the time of the death of such 
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deceased person shall be entitled to assert a claim for death, but 
no award shall be made vf it would diminish the award justly due 
other survwwors of the deceased person under the Texas wrongful 
death act or under subsection 2(b) of this section. 

(d) Where a corporation sustained property damage in the 
Texas City disaster and filed a civil action against the United 
States for losses sustained in the Texas City disaster and there- 
after was dissolved, and the claim filed on behalf of the dissolved 
corporation by it and by its two stockholders was administra- 
tively consolidated by the Secretary of the Army with other 
claims filed by said stockholders, the Secretary of the Army shall 
settle the claim, treating it as a claim asserted by the dissolved 
corporation. 

(e) The Secretary of the Army shall consider and settle all 
claims based on death or permanent disability. ‘‘Permanent 
disability’? under this subsection shall include only those per- 
manent disabilities which are deemed to be 40 per centum or more 
disabling in accordance with the standard schedule of rating 
disabilities in current use by the Veterans’ Administration. 

* . * * ~ * & 


Src. 5. Within two years from the effective date of this Act, 
the Secretary of the Army or his designee shall fix and determine 
the awards, 1f any, on claims reconsidered or submitted under 
this Act. The authority of the Secretary of the Treasury to 
make payment of awards so fixed and determined or those 
awards heretofore made under the Act of August 12, 1955, shall 
terminate three years from the effective date of this Act. 

Except as otherwise provided herein, the law of the State of 
Texas shall apply. 

Sec. 6. The Secretary of the Army, two years and siz months 
after the date of enactment of this Act, shall transmit to the Con- 
gress, in addition to any such information relating to the Act of 
August 12, 1955, which has not been reported heretofore— 

(a) a statement of each claim reconsidered or submitted 
to the Secretary of the Army in accordance with this Act 
which has not been settled by him, with supporting papers 
and a report of his findings of fact and recommendations; 
and 

(b) a report of each claim settled by him and paid 
pursuant to this Act. The reports shall contain a brief 
statement concerning the character and justice a each claim, 
the amount claimed, and the amount approved and paid. 

Sec. 7. Claimants shall submit their claims in writing to the 
Secretary of the Army, under such rules as he prescribes, within 
ninety days after enactment of this Act. 

Sec. 8. The Secretary of the Army is directed to reconsider 
and settle claims affected by the provisions of this Act without 
regard to any release of and assignment to the United States 
heretofore executed by the claimants. 

Sec. 9. All departments and agencies of the Government 
upon the request of the Secretary of the Army or his designee 
are authorized to furnish any information available relevant to 
the reconsideration and settlement of claims under this Act. 
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Sec. 10. The Secretary of the Army, in settling the claims 
herein directed to be settled, shall proceed to consider the claims 
heretofore filed, if sufficient aes and may at his option 
require the claimant to file an additional claim or submit addi- 
tional evidence of loss. The Secretary of the Army shall forth- 
unth notify all claimants or their attorneys, if any, whose claims 
are to be reconsidered under the provisions of this Act that such 
reconsideration is being undertaken. When a file relating to 
a claim previously submitted under this Act shows that a per- 
son other than a person who submitted the claim would be 
entitled to recover if he submitted a claim, the Secretary of the 
Army or his designee shall notify the person of his right to 

. submit a claim. 

Sec. 11. In making the settlements authorized by this Act, 
the Secretary of the Army shall proceed under all of the limita- 
tions and directions of the Act of August 12, 1955, except as 
herein amended, and shall make such settlements under the 
regulations and procedures used in making settlements under 
the Act of August 12, 1955, except as to such changes necessitated 
by this Act, and all of the provisions of the Act of August 12, 
1955, except as herein amended, shall apply to settlements 
made unaer this Act. O 
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GRANTING CONSENT OF CONGRESS TO THE STATES OF 
KANSAS AND NEBRASKA TO ENTER INTO A COMPACT 
RELATING TO APPORTIONMENT OF WATERS 


SePTEMBER 8 (legislative day, SeprempBer 5), 1959.—Ordered to be printed 


Mr, Hruska, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. 1605} 


The Committee on the Judiciary, to which was referred the bill 
(S. 1605) granting the consent of Congress to the States of Kansas 
and Nebraska to negotiate and enter into a compact relating to the 
apportionment of the waters of the Big Blue River and its tributaries 
as they affect such States, having considered the same, reports 
favorably thereon without amendment and recommends that the bill 
do pass. 

PURPOSE 


The purpose of the proposed legislation is to grant the consent of 
the Congress to the States of Kansas and Nebraska to negotiate and 
enter into a compact relating to the interests of such States in the 
waters of the Big Blue River and its tributaries, and providing for an 
equitable apportionment between said States of the waters of the Big 
Blue River and its tributaries and for matters incident thereto. The 
bill further provides that one qualified person appointed by the Presi- 
dent shall participate in such negotiations as Chairman, representing 
the United States, who shall report to the President and to the Con- 
gress on the proceedings and on the compact. As specifically stated 
in the bill, no compact shall be binding upon the parties thereto until 
it has been ratified by the legislatures of each of the respective States, 
and approved by the Congress. Section 2 of the bill authorizes an 
appropriation to pay the salary and expenses of the representative 
appointed by the President. 
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STATEMENT 


The streams with which this legislation is concerned flow from 
Nebraska into Kansas. The Big Blue River flows in a southeasterly 
direction, leaving the State of Nebraska in Gage County and entering 
Kansas in Marshall County. The Little Blue River likewise flows 
in a southeasterly direction, leaving the State of Nebraska in Jefferson 
County and entering Kansas in Washington County. 

The States of Kansas and Nebraska at this time deem it desirable 
to begin negotiations looking toward an apportionment of the waters 
of these streams so that they may be developed in an orderly manner 
and without controversy between the States. The Governors of both 
States are in favor of this step being taken. The Kansas Water 
Resources Board has endorsed this legislation, as is set forth in a 
letter addressed jointly to Hon. Andrew F. Schoeppel and Hon. 
Frank Carlson, the U.S. Senators from Kansas, dated August 27, 
1959. In that letter, Robert L. Smith, executive secretary of the 
Kansas Water Resources Board, states that: 


The proposed bill has been endorsed by the Kansas Water 
Resources Board. Also, Governor Docking has advised of 
his concurrence in and support of the bill. I am sure that 
equal endorsement has been forthcoming from the Governor 
of Nebraska and the Director of Water Resources for 
Nebraska. 


It is further stated in Mr. Smith’s letter that: 


Of course, any compact negotiated under the provisions of 
S. 1605 will not be binding upon either party until ratified 
by the respective legislative bodies of each State and ap- 
proved by the Congress. 


The letter referred to is attached hereto and made a part hereof. 
A letter from the Governor of Nebraska to Hon. Roman L. Hruska, 

a U.S. Senator from the State of Nebraska, dated August 27, 1959, and 

contained in the files of the committee states, in part, as follows: 


On June 12, 1959, I signed into law L.B. 700 which pro- 
vides that I may appoint a commissioner or commissioners to 
represent the State of Nebraska upon joint commission to be 
composed of commissioners representing the State of Kansas 
and Nebraska for the purpose of negotiating a compact on 
the Big Blue River and its tributaries. L.B. 700 was passed 
by the 1959 legislature without a dissenting vote. The bill 
did not carry the emergency clause so it will become effective 
on September 28, 1959. 

No formal action has been taken as yet with respect to 
compact negotiations, and I do not intend that formal action 
be initiated on behalf of Nebraska until congressional consent 
is given, as provided by S. 1605 and H.R. 6236 and other 
House bills. However, the staff of the Nebraska Depart- 
ment of Water Resources is engaged in preliminary studies 
relative to the water situation in the Blue River Basin and 
that office has assembled much of the data required in the 
negotiation of a compact. 
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Considerable development of individual irrigation projects 
is taking place in the Blue River Basin, and a sizable multiple- 
purpose Pe in the basin is under ‘study by the U.S. Bu- 
reau of Reclamation in the Nebraska portion of the water- 
shed. Also, the Big Blue River Watershed Planning Board 
which was formed under a 1957 enabling act and which has 
representation from each of the 14 counties within, or partly 
within, the Big Blue River watershed is active in dovthenien 
plans for the control of floods and the use and conservation of 
water for irrigation, recreation, and other uses. The State 
of Kansas is also making plans for more complete use of the 
waters of the Blue River Basin. All these things make it im- 
perative that the two States reach an agreement as to the 
apportionment of the waters involved before extensive de- 
velopments take place in either State. 

[ shall greatly appreciate anything you may do to expedite 
this consenting legislation which is so important to Nebraska. 


It is to be noted that this legislation only grants consent of the 
Congress for the States of Nebraska and Kansas to negotiate for the 
purpose of entering into a compact in regard to the Big Blue River 
and its tributaries. There is not contained in this legislation any 
consent as to a compsct itself but, on the contrary, provides that any 
compact agreed upon and approved by the legislatures of the two 
States must then be submitted to the Congress for its consent. The 
bill does provide that the President of the United States shall appoint 
a qualified person to participate in such negotiations as chairman, 
and report to the President and the Congress on the proceedings and 
on the compact. ‘This provision the committee believes to be highly 
salutary and for the best interests of the U.S. Government and the 
States of Kansas and Nebraska. The bill further provides for the 
authorization of a suflicient sum to pay the salary and expenses of the 
representative of the United States. 

After a full consideration of the foregoing, the committee believes 
that the provisions as contained in S. 1605 are meritorious, and recom- 
mends the bill to the early and favorable consideration of the Senate. 

Attached hereto is the aforementioned letter from the executive 
secretary of the Kansas Water Resources Board. 


Tue Strate or Kansas, 
Water Resources Boarp, 
Topeka, August 27, 1959. 
Hon. ANDREW F. Scuoepret, 
Hon. Frank Carson. 


GENTLEMEN: Reference is made to S. 1605 relative to the proposed 
negotiation of a Big Blue River interstate compact between the States 
of Kansas and Nebraska and which you have cosponsored with the 
two Senators from Nebraska. It is believed the following comments 
will be of use and interest to you. 

The Big Blue River is recognized as one of the outstanding water 
supply streams in this part of the Nation for it contains water of good 
quality and has a good sustained yield even during drought periods. 
The waters of the “Big Blue River Basin are capable of supporting 
appreciable industrial and agricultural growth within the basin in each 
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State, and also along the main stem of the Kansas River from Man. 
hattan to Kansas City. Hence, it is appropriate at this time for the 
two States to begin negotiations looking toward the apportionment of 
these waters so that development in each State may proceed in an 
orderly manner and without interstate controversy. 

The proposed bill has been endorsed by the Kansas Water Resources 
Board. Also, Governor Docking has advised of his concurrence in 
and support of the bill. I am sure that equal endorsement has been 
forthcoming from the Governor of Nebraska and the director of water 
resources for Nebraska. Of course, any compact negotiated under 
the provisions of S. 1605 will not be binding upon either party until 
ratified by the respective legislative bodies of each State and approved 
by the Congress. 

Since the creation of this department, it has been State policy for 
compact negotiations to be handled by the water board, with advisory 
assistance of other State agencies having an interest therein. Sucha 
procedure is now being followed in the negotiation of the Kansas- 
Oklahoma compact on the Arkansas River. The attorney general has 
ruled that such a procedure is appropriate under the organic act 
creating the board and no additional State enabling legislation is 
needed for the negotiation stage. Thus, Kansas is ready to act on 
this important matter as soon as the necessary congressional consent 
(S. 1605) is forthcoming. 

Please advise if I may be of further assistance on this subject. 

Very truly yours, 


Rosert L. Smrra, 
Executive Secretary; 


Cc.—Governor George Docking; Congressman William Avery; and 


Senator Roman Hruska. 


O 
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VIRGINIA-WEST VIRGINIA BOUNDARY LINE 


SEPTEMBER 8 (legislative day, SepreMBER 5), 1959.—Ordered to be printed 


Mr. Hruska, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H.R. 7474] 






The Committee on the Judiciary, to which was referred the bill 
(H.R. 7474) granting the consent of Congress to the compact entered 
into by the States of West Virginia and Virginia with respect to a 
certain part of the boundary between such States, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 









PURPOSE 


















The purpose of the proposed legislation is to grant the consent of 
Congress to the interstate compact entered into by the States of West 
Virginia and Virginia with respect to a certain part of the boundary 
between such States. 

STATEMENT 






This legislation accomplishes the same purpose as is set forth in 
S. 1793 of the 86th Congress. 

For a number of vears uncertainty has existed concerning a portion 
of the line forming the boundary between the States of West Virginia 
and Virginia. ‘To resolve this problem the Legislature of West Vir- 
ginia in 1957 and the Virginia General Assembly in 1958 adopted acts 
creating separate commissions to meet jointly and to study and deter- 
mine the proper location of the boundary line running between Monroe 
County, W. Va., and Allegheny County, Va. As a result of studies, 
the commissions reported back and recommended to their respective 
legislatures the boundary line upon which they had agreed. There- 
alter, the legislatures, by State enactments, adopted the boundary 
agreed upon by the commissions. A description of the boundary 
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line is set forth in the agreement entered into by the two States (West 
Virginia, enrolled senate bill No. 275, 1959, approved Mar. 11, 1959; 
Virginia, ch. 44 of the Laws of Virginia 1959, approved Apr. 24, 1959), 
The Department of Justice in its report on S. 1793, a similar bill 
ranting the consent of Congress to the States of West Virginia and 
‘irginia to enter into a compact with respect to the boundary between 
such States, informs the committee that it makes no recommendation 
as to whether the compact should be approved. The Department 
further states that the committee is invited to consider whether sec- 
tion 2 of the bill should be deleted, and refers to Senate Report No, 
1367 on H.R. 7153, 85th Congress, 2d session, and conference report 
on the same bill, House Report No. 2234, 85th Congress, 2d session. 
H.R. 7153 was a bill granting consent of Congress to the State of 
Oregon and the State of Washington to a compact establishing a 
boundary between those States. On this bill the Department of 
Justice informed the committee in its report that: 


With respect to the boundary thus fixed, there are a num- 
ber of decisions of the Supreme Court, relating to internal 
boundaries of States of the kind here involved, which stand 
for the general proposition that an agreement between States 
as to their boundaries is an expression of sovereign prerogative 
which it is not within the Federal authority to change without 
consent of the States. Washington v. Oregon (211 U.S. 127, 
131 (1908)); Lowisiana v. Mississippi (202 U.S. 1, 40-41 
(1906)); New Mexico v. Colorado (267 U.S. 30, 41 (1925)). 
In the latter case, the Court said: ““* * * after Colorado had 
been admitted into the Union in 1876 its right to rely upon 
the line previously established could not be impaired by any 
subsequent action on the part of the United States * * *”. 
See Poole v. Fleeger (36 U.S. 184, 208), in which the Court 
held that a boundary compact has full validity ‘equally 
obligatory upon the citizens of both States’ subject only to 
a single limitation under the Constitution; that is, the 
approval of Congress. 


The committee amended H.R. 7153 to delete section 2. The House 
did not accept the Senate amendment and the bill went to conference. 
As a result of the conference, the Senate receded from its amendment, 
and section 2 was restored to the bill. Thus, H.R. 7474 as it is now 
presented is in accord, as regards section 2, with H.R. 7153, 85th 
Congress, as it became public law. Attached hereto and made a part 
hereof is the report of the Department of Justice. 

Inasmuch as the States of Virginia and West Virginia have amicably 
agreed as to the proper boundary line and since that agreement is set 
out in their respective State statutes and is incorporated by reference 
in the instant bill, the committee recommends that the Congress, 
pursuant to article I, section 10, clause 3 of the Constitution, grant 
its consent to the instant compact. 

Attached hereto, in addition to the report of the Department of 
Justice, is the report of the Virginia Commission to the Governor 
and General Assembly of Virginia on the boundary between Alleghany 
County, Va., and Monroe County, W. Va., which sets forth in detail 
the events which took place in bringing about the establishment of the 
boundary line upon which the instant bill is predicated. Also attach 
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are copies of the acts adopted by the States of West Virginia and 
Virginia enabling ratification of the boundary line in question. 


Tue BounDARY BETWEEN ALLEGHANY County, VA., AND MonroE 
County, W. Va. 


RerorRT OF THE COMMISSION TO THE GOVERNOR AND GENERAL 
ASSEMBLY OF VIRGINIA 


Covineton, Va., March 28, 1959. 
To Hon. J. Lindsay Almond, Jr., Governor of Virginia, and the General 
Assembly of Virginia: 

On January 5, 1822, the general assembly created Alleghany County, 
Va., out of parts of the counties of Bath, Botetourt, and Monroe. A 
portion of the line described in the act creating the county ran from 
a point on “‘the top of Peter’s Mountain; thence a straight line to the 
Greenbrier County line, on the top of the Alleghany Mountain, so as 
to pass between the Sweet and Red Springs.” 

The terrain in that portion of Virginia was mountainous and wooded, 
and there is no evidence that the whole line was accurately marked 
at that time. It was, however, surveyed by one James Vawter, of 
Monroe County, at a later date. There was still some dissatisfaction 
shown with the line as it was recognized in the latter part of the 19th 
century, after West Virginia had become a separate State, and on 
two occasions the legislatures of that State and the Commonwealth 
of Virginia provided for the establishment of the true boundary. 
However, so far as can be determined, neither the commission estab- 
lished in 1872-73 nor the later commission established in 1887-88, 
were able to agree; or, at least, there is no record of a report being 
made by either of them. 

In more recent years, maps of the area have been made by the 
US. Geological Survey, and there have appeared discrepancies be- 
tween these maps and what residents of the area had always believed 
was the true line, and even between the maps themselves. 

Accordingly, the Legislature of West Virginia in 1957 adopted 
Senate Concurrent Resolution No. 3, creating a commission of three 
persons ‘‘to meet and treat with a like commission of the Common- 
wealth of Virginia to establish the true and correct location of the 
boundary line between Alleghaney (Alleghany) County, in the Com- 
monwealth of Virginia, and Monroe County, in the State of West 
Virginia.”” As members of the West Virginia commission, the Gover- 
hor appointed Edgar B. Sims, State auditor, of Charleston; Dr. Paul 
Price, of the West Virginia Geological and Economic Survey, Morgan- 
town; and Forrest Roles, prosecuting attorney of Monroe County, 
Union. Mr. Sims served as chairman of the West Virginia commission. 

The Virginia General Assembly in 1958 adopted chapter 347 of the 
Acts of Assembly of 1958, which is as follows: 
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“AN ACT To create a commission to study and report on the boundary line 
between Alleghany County, Virginia, and Monroe County, West Virginia; and 
to appropriate funds for the use of the commission 


“Be it enacted by the General Assembly of Virginia: 


“1, Section 1. There is hereby created a commission to study and 
make a report on the true and correct boundary between Alleghany 
County, Virginia, and Monroe County, West Virginia. All agencies 
of the State shall assist the commission and the commission shall 
cooperate with any commission established for a like purpose by the 
State of West Virginia. The commission shall complete its study 
and make its report to the Governor and General Assembly not later 
than November one, nineteen hundred fifty-nine. 

“Src. 2. The commission shall consist of three members who shall 
be appointed by the Governor from the State at large. The mem- 
bers of the commission shall receive no compensation, but shall be 
reimbursed their actual and necessary expenses while engaged in the 
business of the commission. 

“2. There is hereby appropriated from the general fund of the 
State treasury the sum of twenty-five hundred dollars to carry out 
the purposes of this act.” 

Pursuant to this act, the Governor appointed Paul B. Lacy, Sr., 
Roscoe B. Stephenson, Jr., and A. J. Tingler, all of Covington, as 
members of the Virginia group. The commission organized and 
elected Mr. Stephenson as chairman. The office of the division of 
statutory research and drafting served as the secretariat for the com- 
mission and Frank H. Rinehart, Jr., county engineer of Alleghany 
County, furnished engineering and surveying services for the com- 
mission. 

At a joint meeting of Virginia and West Virginia Boundary Line 


Commissions held at the Greenbrier Hotel, White Sulphur Springs, 

W. Va., on August 18, 1958, Mr. Edgar B. Sims, chairman of said 

ee appointed a subcommittee that would go on the ground and 
0 


gather local data pertaining to the land and residents in the territory 
under consideration. Appointed to this committee were Messrs. 
Roles, Price, Lacy, Tingler, and Stephenson. 

In pursuance of said appointment, the subcommittee met at the 
Virginia-West Virginia State line on Highway Route No. 311, as 
designated by existing line marker. 

Those present were: 

Virginia members: Paul B. Lacy, A. J. Tingler, and Roscoe B. 
Stephenson, Jr. 

West Virginia members: Forrest Roles and Dr. Paul H. Price. 

Others: C. R. Duncan, engineer-cartographer, West Virginia Geo- 
logical and Economic Survey; Mr. Tallon, an associate with the 
West Virginia Geological and Economic Survey; P. P. Kieley, sur- 
veyor, Sweet Springs, W. Va.; Ray Wylie, resident of Monroe County, 
W. Va.; Frank H. Rinehart, Jr., county engineer, Alleghany County, 
Va.; W. D. Burns, resident of Alleghany County, Va.; George Nietzold, 
ranger, U.S. Forest Service. 

From the line on Highway Route No. 311, the subcommittee and its 
aids went to a line marker standing beside Virginia Secondary High- 
way Route No. 603, on what is commonly known as the Cove Creek 
Road. At this point Mr. Duncan, assisted by Mr. Rinehart and Mr. 
Nietzold, made some measurements, and thereafter Mr. Duncan 
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definitely concluded that the concrete marker found at this point was 
on the line as established by the Vawter survey. On the West Virginia 
side of this marker stands a dwelling house and some outbuildings. 
The house ts presently occupied by W. A. Lipes and is owned by James 
O. Wade. Highway maintenance for each State terminated at this 
point—the highway on the Virginia side being surface treated and on 
the West Virginia side being stabilized gravel. It was ascertained 
that all residents on this highway situate eastward from the point of 
said concrete market paid taxes and voted in Virginia and that their 
children attended schools in Alleghany County, Va.; all residents 
westward from this point performed these functions in the State of 
West Virginia. 

The group then went along the top of the main Alleghany Mountain 
reaching three high points. The first high point reached was a clearing 
which will be referred to as point No.1. The second point, which will 
be referred to as point No. 2, was approximately one-third of a mile 
westward from point No.1. The third point, which will be referred to 
as point No. 3, was about 1 mile westward from point No. 2. It was 
generally felt that point No. 3 is the knob referred to in Vawter’s 
survey as Fletcher’s Knob. This is substantiated by the following: 
(a) This point has more of the characteristics of a true knob, (b) Mr. 
Burns, a lifelong resident of the area knew it as Fletcher’s Knob, and 
{c) all maps show this point to be at the head of a hollow designated as 
Fletcher’s Hollow. Both Mr. Wylie, who has been a lifelong resident 
of Monroe County, and Mr. Burns informed the subcommittee that 
until the U.S, Forest Service changed the line in the 1930’s, point No. 2 
had for years been recognized as the point on the line between the two 
States. The members of the subcommittee were impressed with the 
knowledge that Mr. Wylie and Mr. Burns had with respect to the 
area in question, its people, the ownership of land, etc. 

An examination of the U.S. Geological Survey map prepared in 1923, 
revealed that the line as shown on that map came to point No.2. The 
best available tax information revealed that the counties of Monroe 
and Alleghany have continued to assess real estate for taxes, in 
accordance with a line to point No. 2. 

Thereupon, the subcommittee agreed to recommend to the respec- 
tive State commissions, at a joint meeting to be held at a further 
date, that point No. 2 be agreed upon as the true point where Monroe 
County, W. Va., and Alleghany County, Va., meet on the Greenbrier 
County, W. Va., line. A 10-inch hickory tree was blazed and a stake 
was driven into the ground 15 feet in a northwesterly direction there- 
from, with the understanding that if the two commissions finally 
agreed, the highest ground on this knob would be accurately located 
and permanently marked. 

The group then went on Virginia Highway Route No. 603 and it 
appeared that changing the State line in this area from that as 
shown on the most recent U.S. Geological map would not disturb 
the citizenship or established rights of anyone. 

Thereafter certain members of the group (Messrs. Lacy, Tingler, 
Stephenson, Wylie, Rinehart, Nietzold, and Burns) went on what is 
known as Slaty Road (Virginia Highway Route No. 603), to a point 
where a concrete marker designates the State line. Both Mr. Wylie 
and Mr. Burns stated that this point had never been in question or 
dispute so far as they knew, and both agreed that those living near the 
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line at this point and a short distance eastward therefrom were always 
considered to be Virginia residents and paid taxes in Virginia and 
Alleghany County. 

It seemed to be the concensus of opinion of the subcommittee that a 
line should be recommended as follows: 

Beginning on top of Peters Mountain, corner common to Monroe 
County, W. Va., and Craig County, Va., and on the Alleghany County, 
Virginia line; thence, in a straight line to the present concrete marker 
on highway Route No. 311; thence, in a straight line to the concrete 
marker on Virginia State Route No. 603 (Cove Creek); thence, in a 
straight line to the concrete marker on upper Highway Route No. 603 
(Slaty Road): thence in a straight line to the agreed point on top of 
the Alleghany Mountain, being the point shown on the 1923 U.S, 
Geological map, and being marked with a metal stake. 

The subcommittee reported back to a joint meeting held at the 
Greenbrier, White Sulphur Springs, W. Va., on December 2. The 
two commissions unanimously agreed to report to their respective 
legislatures that the line agreed on by the commissions be established 
as the true and correct boundary line between the two counties, and 
that the point on the Greenbrier County line, located and marked by 
them, be permanently marked. 

It was noted by the two commissions that the present marker at 
the corner of Alleghany County, Va.; Craig County, Va.; and Monroe 
County, W. Va., while definitely established and in no doubt, at the 
present time is marked with a wooden post. The commissions accord- 
ingly agreed to recommend that a permanent marker be placed at this 
point also, in order that future misunderstandings may be avoided. 
The other two fixed points on the line as determined by the two com- 
missions are already indicated by permanent markers. 

It is accordingly recommended by the Virginia commission that, 
the legislature of the State of West Virginia having adopted the line 
recommended to it by its boundary commission, the general assembly 
adopted the attached bill establishing the same line. 

Respectfully submitted. 

Roscoe B. StepHenson, Chairman. 
Pau B. Lacy. 
A. J. TINGLER. 


State oF West VIRGINIA 


CERTIFICATE 


I, Joe F. Burdett, Secretary of State of the State of West Virginia, 
hereby certify that the foregoing is a true and correct copy of Enrolled 
Senate Bill No. 275 of the West Virginia Legislature, Regular Session, 
1959, passed on the 4th day of March 1959, as appears from the original 
enrolled bill now on file in my said office. 
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ENROLLED SENATE BILL NO. 275 


(By Mr. PARKER) 


(Passed March 4, 1959; in effect ninety days from passage.) 

AN ACT to establish and provide for the marking of the boundary line between 
Monroe county, West Virginia, and Alleghany county, Virginia; to provide for 
the effect of this act as to certain rights and certain prosecutions; and to provide 
for transmission of this act to members of the congress of the United States 


Wuergeas, The commissions duly appointed on behalf of the state of 
West Virginia and the commonwealth of Virginia to study and make a 
report on the true and correct boundary between Monroe county, 
West Virginia and Alleghany county, Virginia, have completed their 
investigations and have agreed upon the boundary line hereinafter 
described; now, therefore, 

Be it enacted by the Legislature of West Virginia: 

Section 1. Establishment of Boundary Line.—The boundary line 
between Monroe county, West Virginia, and Alleghany county, 
Virginia, is hereby established and declared to be as follows: Beginning 
at the top of Peters mountain, where the road crosses, corner common 
to Monroe county, West Virginia and Craig county, Virginia and on 
the Alleghany county-Virginia line where the Sweet Springs-Fincastle 
road crosses Peters mountain, thence in a straight line to the present 
state line concrete marker on highway route number three hundred 
eleven; thence in a straight line to the present state line highway 
marker on Virginia state route number six hundred three (Cove 
creek); thence in a straight line to the present state line highway 
marker on upper highway route number six hundred three (Slaty road 
or Big Ridge road); thence in a straight line to the Greenbrier county 
line on top of Alleghany mountain at a point on Fletchers Knob 
previously established by the West Virginia-Virginia boundary com- 
mission being approximately longitude eighty degrees eighteen and 
one-half minutes west and latitude thirty-seven degrees forty-one and 
one-half minutes north, at a scaled elevation of three thousand one 
hundred fifty feet. 

Src. 2. Prior Rights Protected; Law Enforcement to Continue -—No 
vested mad of any individual, partnership or corporation within the 
territory affected by this act shall in anywise be impaired, restricted 
or affected by this act. This act shall not be retrospective in its 
operation nor shall it in any way affect the rights of any individual, 
partnership or corporation in any suit now pending in any of the 
courts of this state or of the United States wherein said cause of action 
arose Over, or is in any way based upon the territory affected. ‘This 
act shall in no wise preclude the commonwealth of Virginia from prose- 
cuting any individual, partnership or corporation for ‘violation of any 
of the criminal laws of the commonwealth of Virginia within said 
territory until this act shall become effective. 

Src. 3. Action by Secretary of State Required. —The secretary of state 
of West Virginia shall, upon passage, furnish a certified copy of this act 
to the governor of the commonwealth of Virginia and shall also furnish 
certified copies of this act to the United States senators from the state 
of West Virginia and to the representative from the fifth congressional 
district of West Virginia in the House of Representatives ‘and shall 
request said senators and representative to have the same presented 
to the congress of the United States for ratification by the congress. 
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Src. 4. Permanent Markers to be Erected—The county court of 
Monroe county is hereby directed, in cooperation with the appropriate 
agency of the commonwealth of Virginia, to erect permanent markers 
designating the points at the beginning and end of the boundary line 
set forth in section one hereof, such markers to be of such nature and 
kind as the said county court shall deem appropriate. 

Sec. 5. Effective Date.-—This act shall take effect upon the adoption 
by the congress of the United States of appropriate legislation ratifying 
the boundary line set forth in section one hereof. 

The Joint Committee on Enrolled Bills hereby certifies that the 
foregoing bill is correctly enrolled. 

W. N. Jasper, Jr., 
Chairman, Senate Committee. 
J. F. Dre, 
Chairman, House Committee. 
Originated in the Senate. 
Takes effect 90 days from passage. 
J. Howarp Myers, 
Clerk of the Senate. 
C. A. BLANKENSHIP, 
Clerk of the House of Delegates. 
Raupu J. Bran, 
President of the Senate. 
H. R. Pautey, 
Speaker, House of Delegates. 
The within approved this the 11th day of March 1959. 


Ceci H. UNpERWoop, Governor. 


LAws oF VIRGINIA 
CHAPTER 44 


AN ACT TO establish and provide for the marking of the boundary line between 
Alleghany County, Virginia, and Monroe County, West Virginia; to provide 
for the effect of this act as to certain rights and certain prosecutions; to provide 
for transmission of this act to members of the Congress of the United States; 
and to reappropriate certain funds 

(H 43] 


April 24, 1959 
Approved 


Whereas, the Commissions appointed on behalf of the Common- 
wealth of Virginia and the State of West Virginia to study and make 
a report on the true and correct boundary between Alleghany County, 
Virginia, and Monroe County, West Virginia, have completed their 
investigations and have agreed upon the boundary line hereinafter 
described; now, therefore, 

Be it enacted by the General Assembly of Virginia: 

1. Section 1. The boundary line between Alleghany County, Vir- 
ginia, and Monroe County, West Virginia, is hereby on the part of 
this Commonwealth, established and declared to be as follows: 

Beginning on top of Peters Mountain, corner common to Monroe 
County, West Virginia, and Craig County, Virginia, and on the Alle- 
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ghany County, Virginia line; thence, in a straight line to the present 
concrete marker on Highway Route Number 311; thence, in a straight 
line to the concrete marker on Virginia State Route Number 603 
(Cove Creek); thence, in a straight line to the concrete marker on 
upper Highway Route Number 603 (Slaty Road); thence, in a straight 
line to the agreed point of top of the Alleghany Mountain, being the 
point shown on the 1923 U.S. Geological Map, and being marked with 
a metal stake. 

Sec. 2. No vested right of any individual, partnership or corporation 
within the territory affected by this act shall in any wise be impaired, 
restricted or affected by this act. This act shall not be retrospective 
in its operation nor shall it in any way affect the rights of any indi- 
vidual, partnership or corporation in any suit now pending in any of 
the courts of this State or of the United States wherein said cause of 
action arose over, or is in any way based upon, the territory affected. 
This act shall in no wise preclude the Commonwealth of Virginia 
from prosecuting any individual, partnership or corporation for viola- 
tion of any of the criminal laws of this State within said territory 
until this act shall go into effect. 

Src. 3. The Keeper of the Rolls of the State shall furnish a certified 
copy of this act to the Governor of the State of West Virginia and shall 
also furnish certified copies of this act to the United States Senators 
from the Commonwealth of Virginia and to the Representative from 
the Sixth Congressional District of Virginia in the House of Repre- 
sentatives, who are requested to have the same presented to the 
Congress of the United States for ratification by the Congress. 

Sec. 4. The Commission created by Chapter 347, Acts of Assembly, 
1958, is hereby directed, in cooperation with the like Commission 
created by the State of West Virginia, or other agency designated by 
the State of West Virginia for the purpose, to erect permanent markers 
designating the points at the beginning and end of the boundary line 
set forth in section 1 hereof, such markers to be of such nature and 
kind as the Commission deems appropriate. 

2. This act shall take effect upon the adoption by the Congress of 
the United States of appropriate legislation ratifying the boundary 
line set forth in section 1 hereof. 

A true copy, Teste: 
E. Grirrita Dopson, 

Clerk of the House of Delegates and Keeper of the Rolls of the 

State. 
Aprit 18, 1959. 








President of the Senate. 





Speaker of the House of Delegates, 





Approved: 





, Governor. 
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DEPARTMENT OF JUSTICE, 
OrFice or THE Deputy AtrorNeEY GENERAL, 
Washington, D.C., August 26, 1959. 
Hon. James O. Eastianp, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 

Dear Senator: This is in response to your request for the views of 
the Department of Justice on the bill (S. 1793) granting the consent 
and approval of Congress to the States of West Virginia and Virginia 
to enter into a compact with respect to the boundary between such 
States. 

The bill provides that the consent and approval of Congress is 
given to the States of West Virginia and Virginia to enter into a 
compact or agreement establishing a boundary, as agreed upon by 
commissions appointed by such States, between Monroe County, 
W. Va., and Allegheny County, Va. The boundary as agreed upon 
is described in the bill. The bill also provides that “The right to 
alter, amend, or repeal this act is expressly reserved.” 

While the Department makes no recommendation as to whether 
the compact should be approved, attention is invited to the question 
whether section 2 of the bill should be deleted. See, Senate Report 
No. 1367, on H.R. 7153, 85th Congress, 2d session; also conference 
report on the same bill (H. Rept. No. 2234, 85th Cong., 2d sess.). 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 


LAWRENCE E. Wats, 
Deputy Attorney General. 
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PLANT PATENTS 
SEPTEMBER 8 (legislative day, SerremsBer 5), 1959.—Ordered to be printed 


Mr. Hart, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To accompany 8. 1447] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1447) to amend section 161, title 35, United States Code, with 
respect to patents for plants, having considered the same, reports 
favorably thereon without amendment and recommends that the bill 
do pass. 

PURPOSE 


The purpose of the proposed legislation is to amend the first para- 
graph of section 161, title 35, United States Code, the Plant Patent 
Act, so that patents may be applied for and obtained on tuber- 
propagated plants which are now excluded. 


STATEMENT 


Hearings on this legislation were held before the Subcommittee on 
Patents, Trademarks, and Copyrights of the Committee on the Judi- 
clary on July 9, 1959. The proponents and opponents of the legisla- 
tion submitted testimony and written statements with respect to the 
proposal. The Department of Commerce and the Department of 
Agriculture have submitted reports in relation to the legislation, which 
are hereto attached and made a part hereof. The Department of 
Agriculture opposes enactment of the bill. The Department of Com- 
merce and the Patent Office support the proposal. 
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The hearings and documents submitted disclose that under the 
Townsend-Purnell Patent Act of 1930 agriculture was given the same 
advantages in the Patent Office as those enjoyed by industry. The 
act authorized the granting of patents for new and distinct varieties 
of asexually produced plants. That act was stated to be designed 
“to remove discrimination between plant developers and industrial 
inventors.” When the law was enacted, tuber-propagated plants, 
such as the potato, were excepted from the benefits that might flow 
from the ability to obtain a patent. The particular tubers not sub- 
ject to the act consist of the Irish potato, the Jerusalem artichoke, 
the caladium, the canna, the tuber fern, the tuberose, the dasheen, 
and the so-called spider lilies. These are the examples of plants 
grown from tubers. 

The hearings also disclosed that a patent may be obtained on a new 
distinct variety of onion or lily, which are typical bulbs, though pro- 
tection is denied the potato and other tuber-reproducing plants. As 
stated in the report of the Patents Committee when the act of 1930 
was passed: 


This exception is made because this group alone among 
asexually reproduced plants is propagated by the same part of 
the plant that is sold as food. [Italic supplied.] 


The fact of the matter is that many patents have issued on food- 
bearing plants, although this is to be distinguished from the food itself. 
Patents have been issued on a thornless dewberry, a peach, and fruit 
plant patents have been granted on strawberries, plums, cherries, 
grapes, peaches, walnuts, pecans, grapefruit, apples, avocados, and 
many others. It is interesting to note that under the present law a 
patent could be issued on the sweet potato, because a sweet potato 
is not classed as a tuber but is classed as an enlarged root. The hear- 
ings disclosed in this connection that while a patent may be issued on 
sweet potatoes, none has been applied for the thus none has been 
granted. It is hard to conceive why there should be such a distinction 
if the basic reason for excluding tuber-propagated plants is based upon 
the fact that the potato is not patentable because it in itself is the 
food. That should apply to the sweetpotato as well. 

The Department of Agriculture in opposing the legislation contends 
that the Department has been conducting a national potato breeding 
program for some 30 years and that the success of the program is due 
in great measure to the free flow and exchange of germ plasm, breeding 
lines and varieties with State and private breeders. The Depart- 
ment believes the proposed amendment would have the effect of 
reducing exchange of breeding materials. The Department also 
states that the amendment would limit the possibilities of widespread 
testing of breeding lines before release of a variety, and that the likeli- 
hood of escapes being patented is real. They further point out that 
it would be difficult to enforce, since the portion of the plant patented 
(the tuber) would be marketed and it would be difficult to prevent 
purchasers of tubers on the market from propagating them for field 
or garden use. The Department also states that new arrangements 
for seed certification of patented varieties would need to be worked 
on, and further states that the law as amended would permit patenting 
of sweet potatoes and other root crops used as food. The last objec- 
tion is based upon the fact that the Department would be called upon 
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by the Patent Office for assistance in determining the newness of a 
variety, which would require the services of additional research 
personnel, thus decreasing the resources of that Department for 
productive research toward solution of the many technical, problems 
of agriculture. As regards these views, the committee believes that 
there is no objection based on such facts such as to overcome the 
apparent merit of the legislation. As stated before, sweetpotatoes 
at the present time can be patented, but have not been. Further 
objections have been raised by opponents of the legislation to the 
effect that in essence the amendment would only benefit certain 
persons engaged in the potato industry, such as manufacturers of 
potato chips, and that these people would, of course, be gaining for 
their own benefit the result of the research of the Agriculture Depart- 
ment at the taxpayers’ expense. The committee believes that the 
answer to this phase of the problem lies in the fact that any potato 
which was grown heretofore would not be patented because such 
potato is now on the market and in the public domain. Any potato 
to be patented would thus have to be the result of research and de- 
velopment of a new variety developed after the enactment of this 
statute. 

In addition to the report of the Department of Commerce stating 
that the Department had no objection to the enactment of this legis- 
lation, the Commissioner of Patents, Mr. Watson, testified, in part, 
as follows: 


We have already granted many patents on many varieties 
of plants, and the fact that this would cover a food product 
appears to us to be immaterial. The incentive which the 
patent system provides the inventor, the researcher, if 
carried into foods would only indicate that it is desirable 
to have more, better, and cheaper foods, and the way you 
realize an objective of that nature is to offer the reward of 
the patent. 

The greater the need for progress, the more important it is 
to offer the incentive of the patent, so in the event that it is 
possible for workers in the agricultural field to develop 
potatoes which are superior to those which are presently 
available, to the public, the objective of the bill is highly 
appropriate. 

If by enacting the law, persons in industry, under our 
system of free enterprise, can be induced to spend the 
money necessary to develop new potatoes, then the bill would 
be a success. Even if one potato of superior quality even- 
tuated as a result of the passage of the bill, and one only, 
the bill would have served a useful purpose, so we have no 
reason to say that there is any substantial objection which 
we can perceive to the enactment of this proposed legislation. 


Commissioner Watson further goes on to say: 


We buy potatoes today freely on the market and have for 
generations, and that right of the public to purchase potatoes 
would not in any way be infringed. 

Now the applicant to successfully develop a new species 
and secure a patent would be in a favorable position, he 
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would be in as favorable position as any other patentee, but 
the public has the last say. The fact that the patent issues 
compels the public to do nothing. The patentee must exploit 
his invention either him or through his agent or licensee or 
assignee, and the public will not buy that which it will not 
believe to be the best product for the price, so assuming that 
a patentee of a potato has indeed a superior potato, he will 
derive no benefit from his patent unless his price is reason- 
able, because of the fact that there are available to the public 
at this time, and will always be all of the other varieties 
which can be found anywhere in any market, and no patent 
which can hereafter issue can infringe the public’s right in 
that respect, so there is no danger that I can foresee in 
granting the patent from that point of view. 


The committee has studied this matter and agrees with the conclu- 
sions reached by the Commissioner of Patents. The committee can 
see no valid or sound reason why tubers should be exempted from the 
provisions of the Plant Patent Act. Inasmuch as the testimony indi- 
cates that there would be no substantial rise in the cost to the con- 
sumers of new patented potatoes, due to the fact that such potatoes 
would have to be in competition with those already on the market, and 
since the committee does not believe that the cost of enforcement of a 
patent on a particular brand of potato would in any way be different 
than the cost of enforcement on other plants, it is believed that if the 
growers of potatoes are successful in research to the extent that a new 
variety of potato is discovered, such breeders and researchers should 
be given the benefit of a patent for such new potato. As Commis- 
sioner Watson stated, even if one potato of superior quality eventually 
was the result of the passage of the bill, and one only, the bill would 
have served a useful purpose. Should this not occur, the committee 
can conceive of no harm that could possibly have been done. 

In view of all of the foregoing, the committee recommends that the 
bill, S. 1447, be considered favorably. 

In addition to the departmental reports hereinbefore mentioned, 
communications addressed to Hon. Joseph C. O’Mahoney, chairman 
of the Subcommittee on Patents, Trademarks, and Copyrights, from 
the Department of Agriculture and the Department of Commerce are 
also attached. 

Tue SECRETARY OF COMMERCE, 
Washington, D.C., July 8, 1959. 
Hon. James O. Eastnanp, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 

Dear Mr. Cuairman: This letter is in reply to your request dated 
March 31, 1959, for the views of this Department with respect to 
S. 1447, a bill to amend section 161, title 35, United States Code, with 
respect to patents for plants. 

The first paragraph of section 161 of title 35 of the United States 
Code has already once been amended, 68 Stat. 1190. S. 1447 would 
further amend that section by eliminating the initial restriction against 
the patenting of any “‘tuber-propagated plant.” By such elimination, 
potatoes, which are tuber-propagated plants as well as food, would 
become open to plant patent protection. 
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The Department of Commerce interposes no objection to the 
enactment of S. 1447. 

Administration by the Patent Office of section 161 of title 35 of the 
United States Code, as further amended by S. 1447, would not, it is 
believed, require any material additional expenditure of funds. 

The Bureau of the Budget has advised that it would interpose no 
objection to the submission of this report to your committee. 

Sincerely yours, 
FrepEeRICcCK M. MveEtter, 
Acting Secretary of Commerce. 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., July 6, 1959. 
Hon. James O. EAstTLanp, 
Chairman, Committee on the Judiciary, 
U.S. Senate. 


Dear SENATOR EastLaANp: This is in reply io your request of March 
31, 1959, for a report on S. 1447, a bill to amend section 161, title 35, 
United States Code, with respect to patents for plants. 

This Department onposes the enactment of S. 1447. 

The bill would eliminate the present exclusion of tuber-propagated 
plants from section 161, title 35, United States Code, with respect to 
patents for plants. 

Our reasons for making the above recommendation are as follows: 

(1) The Department has been conducting a national potato breed- 
ing program for the past 30 years. The success of this program is 
attributed in great measure to the free flow and exchange of germ 

lasm, breeding lines, and varieties with State and private breeders. 

e believe the proposed amendment-would have the effect of reducing 
exchange of breeding materials. 

(2) The amendment also would limit the possibilities of widespread 
testing of breeding lines before release of a variety. The likelihood 
of escapes being patented is real. 

(3) The law would be difficult to enforce since the portion of the 
plant patented (the tuber) would be marketed and it would be 
dificult to prevent purchasers of tubers on the market from propagat- 
ing them for field or garden use. 

(4) New arrangements and procedures for seed certification of 
patented varieties would need to be worked on. 

(5) The law as amended would permit patenting of sweetpotatoes 
and other root crops used as food. The difficulties of maintaining 
public-supported programs with root crops would be similar to those 
lor tuber-propagated plants. 

(6) Under present procedures this Department is called upon by the 
Patent Office for assistance in determining the newness of a variety. 
This has already proved burdensome of the time of research personnel. 

ubmission of purportedly new tuberous root crops and plants offered 
for patent under S. 1447 would require additional services of research 
personnel, thus decreasing the resources of this Department for pro- 
ductive research toward solution of the many technical problems of 
agriculture. 
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The Bureau of the Budget advises that there is no objection to the 
submission of this report. 
Sincerely yours, 
True D. Morse, 
Acting Secretary, 


DEPARTMENT OF COMMERCE, 
U.S. Patent Office, 
Washington, March 13, 1959, 
Hon. Josepu C. O’MaAnoney, 
Chairman, Subcommittee on Patents, Trademarks, and Copyrights, 
Committee on the Judiciary, U.S. Senate, Washington, D.C. 

Dear Senator O’Manoney: This is in reply to your letter of 
February 19, 1959, regarding the proposal to eliminate the exclusion 
of tuber-propagated plants from the plant patent statute (35 U.S.C, 
161). 

In your letter you state that the legislative history for this exclu- 
sion suggests that the ‘‘reason for the exclusion was the fact that 
certain tuber-propagated plants such as potatoes produced food.” 
This, strictly speaking, is not correct. According to the report on 
the hearings on H.R. 11372, 71st Congress, 2d session, April 9, 1930, 
page 15, paragraph ‘Exception of Tuber-Propagated Plants’ it is 
stated therein: 

“This exception is made because this group alone, among asexually 
reproduced plants, is propagated by the same part of the plant that 
is sold as food.” 

It is to be emphasized that the tuber of the statute, for example, a 
penne, is the plant itself and that the potato is asexually propagated 

y planting cut portions thereof. Thus, were the statute to be 
amended as proposed, a plant patent would be granted on the potato 
which is the plant and at the same time is a food. Comparing this, 
for example, to a plant patent granted on a fruit tree such as an apple 
tree, the patent grant is on the tree which bears the apple and is not on 
the apple itself. It is the tree which is asexually propagated and this 
is so with regard to other plant patents on fruits, nuts, and berries. 
Incidentally, no plant patent has ever been granted on an onion as 
asserted in your letter, since the onion is propagated by seed and not 
by asexual reproduction. 

Further referring to the above indicated paragraph on page 15 of 
the above report, following the definition of the term “tuber,’’ there 
appears the statement that “it does not cover, for instance, bulbs, 
corms, stolons, and rhizomes.” 

These four categories of underground growths are distinct from the 
potato, in that, while plants are propagated therefrom they are not in 
themselves food and it is to be noted that while strawberries and black- 
berries are propagated from stolons, it is not the stolon that is the 
edible berry. Based on this distinction, plant patents have been 
granted on varieties of plants grown in these four categories. 

If the Congress shou!d decide that it is not against the public in- 
terest to patent a food per se, in this case the potato, the exclusion of 
“tuber-propagated plants” from the statute would have no significant 
impact on the operation of the Patent Office. Under our patent sys 
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tem and with the incentives offered thereby to inventors to develop 
new products, actually no justification can be seen in not granting a 
patent to one who has developed a new food, and specifically a new 
end distinct variety of potato. Patents are ‘granted on cultures and 
pharmaceuticals, and under the plant patent statute on plants bearing 
edible fruits and nuts. To carry this one step further and to grant a 
patent on a tuber-propagated plant, even though it be a food such 
as the potato, appears to me to be proper and fitting. 
The , rma Office can offer no valid opposition to this proposal. 
Sincerely, 
Rosert C. Watson, 
Commissioner. 


D5PpARTMENT OF AGRICULTURE, 
Washington, D.C., March 18, 1959. 


Hon. JosepH C. O’MAnHoNEy 
U.S. Senate. 


Dear Senator O’Manoney: This is in reply to your letter of 
February 19, relative to the proposal submitted to Senator Wiley of 
your subcommittee, suggesting that the present exclusion of tuber- 
propagated plants from the subject matter defined in section 161, 
title 35, United States Code, be eliminated. 

One of the principal objects of the Plant Patent Act was to encour- 
age the development of improved varieties of fruit and ornamental 
plants by breeding, and to promote the discovery of pew perennial 
plants originating as chance seedlings, mutants, or bud sports. It 
takes many years to develop a new fruit variety by breeding and it 
was the hope of the authors of the bill that encouragement would be 
given to plantsmen not only to breed but also to preserve and propa- 
gate promising new plants that might be found in nature. 

We believe that when consideration was given to the subject matter 
of the present patent law that applies only to plants that can be propa- 
gated asexually, tuber-producing plants were excluded for the reason 
that the part of the plant that is propagated is the same part of the 
plant that is sold as food. Potatoes and sweetpotatoes make up the 
principal crops in this group. Technically the potato is a tuber and 
the sweetpotato is a fleshy root. 

To our knowledge no patent has been issued on the bulbous onion 
because this plant is propagated largely from seed and all seed propa- 
gated plants are excluded under the Patent Act. Seeds of fruits and 
nuts cannot be used for propagating the identical parent variety. 
Similarly, fruits and flowers of roses and other ornamental plants 
commonly propagated vegetatively cannot be used to propagate the 
variety and maintain it true to name. Potatoes or sweetpotatoes 
ee in any store could be used for propagation. ‘Thus it would 
eextremely difficult for any patent holder to protect his patent rights. 

It is our understé anding that no patent has been issued on any 
natural plant part that is “used as food. There is no evidence, how- 
ever, that patenting of plants has increased the cost of food to the 
consumer. At the present time most of the commercial potato crop 
is produced from certified seed stocks, and the problem of protecting 
patent rights among certified seed sendicbait probably would not be 
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more difficult than the protection of patent rights in other patented 
plants. It would become exceedingly difficult if the patent owner 
tried to prevent infringement by the small home garden grower. 

During the past 29 years that the Plant Patent Act has been in 
operation the Department has been carrying on a cooperative breeding 
program with the States on fruits and vegetables. When a new 
variety is considered ready for distribution, an official notice of release 
signed by the Department and the cooperators is issued. Seedsmen 
or nurserymen are thus notified that they are free to grow or propagate 
these new varieties for sale to the public. No public service patents 
have been applied for on any plant material eligible for patenting. 

Since 1932 when the first potato variety was phoma in the national 
cooperative program, 70 additional varieties have been released. Just 
what the impact would have been on this program if patenting of 

otato varieties had been permitted during this period is conjectural, 

apid strides are made in the development of new disease resistant, 
high quality varieties of all crops adapted to different regions of the 
country when there is free flow of materials, germ plasm, and ideas, 

We are pleased to give you our opinion on the effect of plant patents 
on crop production. Information on patent procedure should, of 
course, be furnished by the Department of Commerce. 

Sincerely yours, 
E. L. Peterson, 
Assistant Secretary. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 


reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, existing law in which no change is pro- 
posed is shown in roman): 


TITLE 35—UNITED STATES CODE 


Cuapter 15.—P.iant Patents 


§ 161. Patents for plants 


Whoever invents or discovers and asexually reproduces any distinct 
and new variety of plant, including cultivated sports, mutants, hy- 
brids, and newly found seedlings, other than [a tuberpropagated 
plant or] a plant found in an uncultivated state, may obtain a patent 
therefor, subject to the conditions and requirements of this title. 

* * * * * x * 
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CITY OF MADEIRA BEACH, FLA; 


SEPTEMDER 8 (legislative day, September 5), 1959.—Ordered to be printed 


Mr. Eastuanp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 2390] 










The Committee on the Judiciary, to which was referred the bill 
(H.R. 2390) for the relief of the city of Madeira Beach, Fla., having 
considered the same, reports favorably thereon, without amendment, 
and recommends that the bill do pass. 


PURPOSE 











The purpose of the bill is to pay the city of Madeira Beach, Fla., 
the sum of $12,828.35, in full settlement of the city’s claim against 
the United States for the construction by that city of erosion control 
measures for 500 feet of property adjacent to the beach house of the 
Veterans’ Administration within the city limits. 


STATEMENT 














The report from the Comptroller General of the United States 
dated August 6, 1958, gives in detail the history of this proposed 
legislation and interposes no objection to the enactment of the 
legislation. It appears that pursuant to a special election held on 
January 24, 1956, the voters of Madeira Beach voted to have con- 
structed in the Gulf of Mexico, a series of concrete groins to provide 
for the control of erosion within the corporate limits of that city. 
Thereafter the groins were constructed at a tota! cost of $280,000. 
Upon completion of the construction the assessment covering the 
cost was fixed at $25.6567 per front foot of property abutting and 
adjoining the Gulf of Mexico. The Veterans’ Administration Center 
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at St. Petersburg, Fla., was sent an assessment notice for $12,828.35, 
representing the assessment for the 500 feet of beach property owned 
by the United States and occupied by the Veterans’ Administration, 
Madeira Beach, Fla. 

The claim was forwarded to the General Accounting Office and on 
July 1, 1958, it was disallowed because it represented a tax against 
the United States by a municipal government. Upon request, the 
disallowance was reconsidered by the General Accounting Office. The 
Comptroller General states that the disallowance was affirmed because 
it was felt that his office was constrained, as a matter of law, to uphold 
the disallowanee because the assessment was, in fact, a tax by a 
municipal government levied against the United States. However, 
in his report on this bill the Comptroller General noted favorably 
several equitable considerations which were advanced by the city. 
He points to the fact that no objection was raised by the Veterans’ 
Administration at any of the meetings held by city officials when 
they were considering this construction and to the fact that the 
Veterans’ Administration abandoned its own project to construct the 
groins upon learning of the city’s project. He mentions also that the 
Government property has benefited and will continue to benefit from 
the construction. Recognizing that the Government would have had 
to construct similar installations at a cost of at least as much, and 
possibly considerably more than the amount of the city’s assessment, 
the Comptroller General advises that he will interpose no objection 
to enactment of this legislation. 

The committee is of the opinion that the equitable factors described 
by the Comptroller General are such as to warrant the extension of 
legislative relief to the city of Madeira Beach and, accordingly, recom- 
mends that the bill be given favorable consideration. 

The report of the Comptroller General, dated August 6, 1958, and 
the resolution adopted by the city of Madeira Beach, dated July 25, 
1958, are attached and made a part hereof. 


ComprroLLeR GENERAL OF THE UNITED STATEs, 
Washington, D.C., August 6, 1958. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. CuarrmMan: On August 4, 1958, you requested a report 
of the General Accounting Office on H.R. 13571, 85th Congress, 2d 
session, entitled ‘‘A bill for the relief of Madeira Beach, Fla.’ 

The bill would authorize and direct the Secretary of the Treasury 
to pay to the city of Madeira Beach, the sum of $12,828.35, in full 
settlement of all claims of that city against the United States for the 
cost of construction by the city in 1956 and 1957 of concrete groins 
for erosion control of 500 feet of property along the Gulf of Mexico 
principally on riparian land adjacent to the beach house of the Vet- 
= Administration within the corporate limits of Madeira Beach, 

a. 

This matter has been the subject of previous consideration by our 
Office. Briefly, the facts giving rise to the claim of the city of Madeira 
Beach are as follows: 
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Pursuant to a special election held on January 24, 1956, the voters 
of Madeira Beach voted to have constructed in the Gulf of Mexico a 
series of concrete groins to provide for the control of erosion within 
the corporate limits of that city. Thereafter, the groins were con- 
structed at a total cost of approximately $280,000. Upon the com- 
pletion of the construction, the assessment roll covering the cost was 
fixed at $25.6567 per front foot of property abutting and adjoining the 
Gulf of Mexico. Subsequently, the Veterans’ Administration Center 
at St. Petersburg, Fla., received an assessment notice for $12,828.35, 
representing the total assessment for the 500 feet of beach property 
owned by the United States and occupied by the Veterans’ Adminis- 
tration in Madeira Beach. 

The claim was forwarded to the General Accounting Office as a 
doubtful claim and on July 1, 1958, the claim was disallowed by our 
Office because it represented a tax against the United States by a 
municipal government. This disallowance was appealed by the 
city of Madeira Beach. Senators George Smathers and Spessard 
L. Holland along with Congressman William C, Cramer, the author 
of H.R. 13571, requested our reconsideration of the disallowance. 

In requesting reconsideration of our disallowance, several equitable 

considerations were advanced by the city. Illustrative of the 
equitable merits advanced was that no objection was raised by the 
Veterans’ Administration at any of the meetings held by the city 
officials when they were considering this construction, the Veterans’ 
Administration abandoned its own project to construct the groins 
upon learning of the city’s proposed project and, the Government 
roperty has, and will continue to benefit from the construction. 
Notwithstanding the equitable merits advanced and the fact that the 
record before our Office sufficiently established that the property has 
been considerably improved by this construction, our Office felt that 
it was constrained, as a matter of law, to uphold the previous disal- 
lowance because this assessment was in fact a tux by a municipal 
government levied against the United States. 

Accordingly, in letters of August 5, 1958, to Senators Smathers and 
Holland and Congressman Cramer, the previous disallowance was 
sustained. In those letters, we pointed out that the law is well settled 
that lands owned by the United States cannot be taxed by a State or 
by any of the political subdivisions of a State. The authorities relied 
upon for this proposition were cited, and are as follows: Van Brocklin 
v. Tennessee (117 U.S. 151), United States v. Power County, Idaho 
(21 F. Supp. 684), and United States v. City of Detroit (355 U.S. 466 
at 469). This rule has equal application where the tax is a special 
tax or assessment for local improvements as well as in the case of a 
general property tax against lands owned by the United States (Lee v. 
Osceola and Little Rier Road Improvement District, 268 U.S. 643 
Mullen Benevolent Corporation v. United States, 290 U.S. 89; and 
United States v. Anderson Cottonwood Irrigation District, 19 F. Supp. 
740). Also, a special assessment is a tax within the rule precluding 
a State from taxing lands owned by the United States because it is an 
exercise of the sovereign power of taxation and, like other taxes, is an 
involuntary exaction (United States v. Anderson Cottonwood Irrigation 
District, supra; Hagar v. Reclamation District, 111 U.S. 701 at p. 707). 
Aside from the above-cited court decisions, we pointed out that the 
State of Florida has by statute exempted all property of the United 
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States from taxation. (See ch. 192.06, subsec. (1), Florida Statutes 
(1955) and (1957).) 

While, as a matter of law, our Office has held upon review that this 
claim may not be allowed, we recognize that had the city of Madeira 
Beach not constructed these groins, the Government would have had 
to construct similar installations at a cost of at least as much as, and 
possibly considerably more than, the amount of the city’s assessment. 
Accordingly, in view of this fact and the equitable merits of the case, 
if your committee decides to recommend enactment of H.R. 13571, 
our Office will interpose no objection. 

Sincerely yours, 
JosepH CAMPBELL, 
Comptroller General of the United States. 


RESOLUTION 


Whereas by a resolution passed and adopted at a regular meeting of 
the Board of Commissioners of the City of Madeira Beach, Pinellas 
County, Fla., held on the 13th day of December 1955, an election was 
called for the 24th day of January 1956, and pursuant to such resolu- 
tion, said election was held and there was submitted to the qualified 
electors of the city who were freeholders, the question of issuance of 
bonds of the city in an aggregate principal amount not exceedin 
$300,000 for the purpose of financing the cost of erosion contro 
within the city, said bonds to be additionally secured by a pledge of 
the proceeds of special assessments which were to be levied against 
the property especially benefited by the erection of bulkheads, sea- 
walls, groins, and jetties; and 

Whereas at said election the issuance of said bonds for said purpose 
was duly approved by a majority of the votes cast at said election and 
at which election a majority of the freeholders that were qualified 
voters participated; and 

Whereas the United States of America is the owner of 500 feet of 
property abutting and adjoining the Gulf of Mexico in the city of 
Madeira Beach which property was improved and benefited by said 
groins and jetties hereinbefore referred to, which property is under 
the jurisdiction of the Veterans’ Administration as a recreational 
area for veterans under the jurisdiction of the Veterans’ Administra- 
tion Center, Bay Pines, Fla.; and 

Whereas the Board of Commissioners of the City of Madeira Beach 
is informed that at the time Madeira Beach entered into the program 
of erosion control, the Veterans’ Administration was contemplating 
the improvement, expansion, and extension of certain groins then in 
existence for the benefit of said Veterans’ Administration recreational 
area and after the commencement of the program of the city of 
Madeira Beach, the Veterans’ Administration abandoned its program 
for extension and improvement, and accepted the program of the city 
of Madeira Beach as adequate and beneficial for the erosion control 
of land occupied and used by the Veterans’ Administration and 
owned by the United States of America; and 

Whereas pursuant to the final confirmation of the assessment roll 
as recited herein, a statement was sent by the city of MadeiraBeach 
to the Veterans’ Administration, Bay Pines, Fla., requesting payment 
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of $12,828.35, the amount of the special assessment against the 500 
feet of gulf-fronted land hereinbefore described, and on April 2, 1958, 
the city was informed by letter that such claim had been forwarded to 
the General Accounting Office, Veterans’ Administration, for payment 
purposes; and 

Whereas by letter dated July 1, 1958, the General Accounting Office 
of the Comptroller General of the United States informed the city of 
Madeira Beach that the claim for the sum of $12,828.35 for such 
assessment had been disallowed; and 

Whereas neither the Veterans’ Administration nor any representa- 
tive thereof at any time during the planning of the erosion control 
program of the city or at any of the public hearings held thereunder, 
to wit, the public hearing on August 16, 1956, and the public hearing 
on December 12, 1957, protested or objected to the program or to the 
assessment to be made therefor; and 

Whereas it is the belief of the Board of Commissioners of the City of 
Madeira Beach, Fla., that said program is a direct benefit to the 500 
feet of gulf-fronted property belonging to the United States of America 
and said claim is a just and fair obligation of the United States of 
— which is due to the city of Madeira Beach, Fla.: Therefore, 

e it 

vesolved, That Harold J. Hilliard, Sr., as city manager of the city of 

Madeira Beach, be and he is hereby authorized to take such steps as 
he may deem necessary and advisable for the purpose of inducing the 
United States of America and its duly authorized officers, officials, 
boards, and agents to make payment to the city of Madeira Beach the 
sum of $12,828.35 and in the event that he shall be unsuccessful in 
inducing such officials to make such payment that he is further au- 
thorized to request presentation to the Congress of the United States 
of America of a claims bill authorizing the payment; and be it further 

Resolved, That in the event of such presentation of a claims bill, that 
this board of commissioners does respectfully petition the Honorable 
Spessard Holland and the Honorable George Smathers, Senators from 
the State of Florida, and the Honorable William C. Cramer, Congress- 
man, First District of Florida, to do all in their power to expedite 
passage of such claims bill. 

Passed at a special meeting of the Board of Commissioners of the 
City of Madeira Beach, held on the 25th day of July, 1958. 


, Mayor Commissioner. 
, City Clerk. 
Attest: 


Ciry or Maperra Bracu, July 25, 1958. 


CERTIFICATE 


_The undersigned, being the duty appointed, qualified and acting 
city clerk of the city of Madeira Beach, certifies that the above and 
foregoing resolution relating to erosion-control assessment on Veterans’ 
Administration property is a true and correct copy of the resolution 
passed on the 25th day of July 1958, by the Board of Commissioners 
of the City of Madeira Beach, and that said resolution has not been 
repealed or amended. 


Ricoarp Mapuro, City Clerk. 
Dated this 25th day of July 1958. 


O 
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86TH CONGRESS t SENATE | REportT 
1st Session No. 947 


PROCEEDINGS IN FORMA PAUPERIS 


SEPTEMBER 8 (legislative day, SepremMBer 5), 1959.—Ordered to be printed 


Mr. Easttanp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H.R. 5257] 


The Committee on the Judiciary, to which was referred the bill 
(H.R. 5257) to amend section 1915 of title 28, United States Code, 
relating to proceedings in forma pauperis, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 

PURPOSE 


The purpose of the proposed legislation is to amend section 1915(a) 
of title 28, United States Code, which relates to proceedings in courts 
of the United States without prepayment of fees, costs, or security 
under certain circumstances. Specifically, the proposed amendment is 
to substitute the word “‘person” for the word “citizen’”’. 


STATEMENT 


The facts justifying this legislation are contained in House Report 
650 on H.R. 5257, and are as follows: 


This legislative proposal was forwarded by the Attorney 
General of the United States to the Speaker of the House of 
Representatives by letter dated February 27, 1959. 

Proceedings in forma pauperis are governed by sections 
1915 and 753(f) of title 28, United States Code. Section 1915 
authorizes proceedings without prepayment of fees, costs, or 
security therefor and also provides that the court, upon the 
filing of the affidavit specified in that section, direct that the 
expense of printing the record on appeal, if printing is re- 
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quired, be paid by the United States. Section 753(f) pro- 
vides that the fees of the reporter for transcripts furnished 
in criminal or habeas corpus proceedings to persons allowed 
appeal in forma pauperis may be paid by the United States. 
Fees for transcripts furnished in other proceedings to persons 
permitted to appeal in forma pauperis are also to be paid by 
the United States if the trial judge or circuit judge certifies 
that the appeal is not frivolous but presents a substantial 
question. However, in cases in which the United States is 
to pay the expenses the court has power to protect the public 
from unnecessary costs including irrelevant matters in the 
record. 

The legislative proposal recommended by the Department 
of Justice would substitute the word “person” for the word 
“citizen.” Thus, indigent aliens would be extended the same 
privilege of proceedings in forma pauperis as is now afforded 
citizens. It is the opinion of the Department of Justice that 
this proposal would be consonant with the ideas or policies 
of the United States. 

In addition, the Judicial Conference of the United States 
in recommending this legislation pointed out that the dis- 
tinction between citizens and aliens as contained in existing 
law may be unconstitutional. kurthermore, it may also be 
in violation of various treaties entered into by the United 
States with foreign countries which guarantee to their citi- 
zens access of the courts of the United States on the same 
terms as American citizens. ‘There are approximately eight 
such treaties in effect at the present time. 

Attached hereto and made a part of this report is a letter 
from the Attorney General of the United States to the 
Speaker of the House of Representatives dated February 27, 
1959: a letter from the Administrative Office of the U.S 
Courts dated March 24, 1959, setting forth the recommenda- 
tion of approval of this legislation by the Judicial Conference 
of the United States, and a letter from the Department of 
Justice to the chairman of the Senate Judiciary Committee 
requesting early and favorable consideration of the legislation. 

Subsection (e) of section 1915 provides that judgment may 
be rendered for costs at the conclusion of the suit or action 
as in other cases, but that the United States is not liable for 
any of the costs thus incurred. If the United States has 
paid the cost of stenographic transcripts or printing the 
record for the prevailing party, the same shall be taxed in 
favor of the United States. 

The Administrative Office of the U.S. Courts has esti- 
mated that the annual expense under this proposal would 
range from nothing up to not more than $5,000. 


The committee believes that the proposed legislation is meritorious 
and concurs in the action of the House of Representatives. It is, 
therefore, recommended that the bill, H.R. 5257, be considered 
favorably. 
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‘THE SPEAKER, 
House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: There is enclosed for your consideration and 
appropriate reference a legislative proposal to amend section 1915(a) 
of title 28, United States Code, which section relates to proceedings in 
courts of the United States without prepayment of fees, costs, or 
security under certain circumstances. 

Specifically, section 1915(a) provides that any court of the United 
States may authorize the commencement, prosecution or defense of 
civil or criminal litigation, including appeals, without prepayment of 
fees, costs, or security “by a citizen who makes affidavit that he is 
unable to pay such costs or give security therefor.” 

It is the view of the Department of Justice that it would be con- 
sonant with the ideals and policies of the United States to afford 
indigent aliens the same privilege of proceeding in forma pauperis as 
is now afforded citizens. 

The enclosed legislative proposal an accomplish this desirable 
result by changing the word “citizen” to “person’ 

The Bureau of the Budget has pr bat that there is no objection 
to the submission of this recommendation. 

Sincerely, 
Witttam P. Rocers, Attorney General. 


ee 


Marcu 24, 1959. 
Hon. EMANUEL CELLER 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 

Dear Mr. Cetter: This is in response to your request for the 
views of the Judicial Conference of the United States concerning H.R. 
5257, a bill to amend section 1915 of title 28 of the United ‘States 
Code, relating to proceedings in forma pauperis. 

Subdivision (a) of section 1915 now provides that any court of the 
United States may authorize the commencement, prosecution, or 
defense of any suit, action, or proceeding, civil or criminal, or appeal 
therein, without prepayment of fees and costs or security therefor, 
by a citizen who makes affidavit that he is unable to pay such costs 
or give security therefor. The use of the word “citizen” instead of 
the word “‘person”’ indicates that aliens are to be excluded from the 
benefits of this procedure. 

This distinction between citizens and aliens may well be unconsti- 
tutional. It may also be in violation of various treaties entered into 
by the United States with foreign countries which guarantee to their 
citizens access of the courts of the United States on the same terms 
as American citizens. 

For these reasons, the Judicial Conference of the United States at 
its most recent session on March 16 and 17, 1959, on the recommenda- 
tions of its Committee on Revision of the Laws, approved the proposal 
to make the in forma pauperis procedure available to all persons 
whether they are citizens or not. The Conference specifically 
approves H.R. 5257 and recommends its early enactment. 

Sincerely yours, 
Warren Otney III, Director. 
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DEPARTMENT OF JUSTICE, 
OrricE oF THE Deputy ArroRNry GENERAL, 
Washington, D.C., August 19, 1989. 
Hon. JAmes O. EASTLAND, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 

Dear Senator: Among the bills pending with the Senate Judiciary 
Committee is H.R. 5257, introduced at the request of the Department 
of Justice, to amend section 1915 of title 28, United States Code, 
relating to proceedings in forma pauperis. 

Section 1915(a) authorizes the commencement, prosecution, or de- 
fense of civil or criminal proceedings, or appeals therein, without pre- 
payment of fees and costs, or security, by citizens who aver that they 
are unable to pay such costs or give such security. The bill: would 
broaden the section to cover noncitizens as well. In transmitting it 
to the Congress the Attorney General expressed the view that it would 
be consonant with the ideals and policies of the United States to afford 
indigent aliens the same privilege of proceeding in forma pauperis as 
is now afforded citizens. 

The Director of the Administrative Office of the U.S. Courts, in 
supporting this legislation in a letter to the chairman of the House 
Judiciary Committee on March 24, 1959, advised that it was the 
view of the Judicial Conference of the United States that the distinc- 
tion made by section 1915 between citizens and aliens may well be 
unconstitutional and in violation of various treaties to which the 
United States is a party. 

For the various reasons which have been forwarded in support of 
this legislation, the Department of Justice requests its early, favorable 
consideration. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 
LAWRENCE E. WaALsg, 
Deputy Attorney General. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Section 1915 or Tirte 28, Unitep States Cops 
§1915. PROCEEDINGS IN FORMA PAUPERIS. 

(a) Any court of the United States may authorize the commence- 
ment, prosecution or defense of any suit, action or proceeding, civil or 
criminal, or appeal therein, without prepayment of fees and costs or 
security therefor, by a [citizen] person a makes affidavit that he 
is unable to pay such costs or give security therefor. Such affidavit 
shall state the nature of the action, defense or appeal and affiant’s 
belief that he is entitled to redress. 

An appeal may not be taken in forma pauperis if the trial court 
certifies in writing that it is not taken in good faith. 

* * * * *~ + * 


O 
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86TH CONGRESS ; SENATE tots ; Report 
1st Session. No. 958 


WAIVER OF TITLE 28, UNITED STATES CODE, SECTION 142 
FOR A TERM OF COURT AT DURANT IN THE EASTERN 
DISTRICT OF OKLAHOMA 


SEPTEMBER 8 (legislative day, SepTreMBER 5), 1959.—Ordered to be printed 


Mr. Eastuanp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H.R. 7979] 


The Committee on the Judiciary, to which was referred the bill 
(H.R. 7979) to waive section 142, of title 28, United States Code, 
with respect to the U.S. District Court for the Eastern District of 
Oklahoma holding Court at Durant, Okla., having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 

PURPOSE 


The purpose of the proposed legislation is to waive section 142 of 
title 28, United States Code, with respect to the holding of court at 
Durant, Okla., in the eastern district of Oklahoma. 


STATEMENT 


The facts are contained in House Report 955 on H.R. 7979 and are 
as follows: 


Existing law, title 28, United States Code, section 116, pro- 
vides that: court for the eastern district of Oklahoma shall be 
held at Durant in addition to certain other named places. 
Durant has been authorized as a place for holding a term of 
court since Oklahoma. became a State. However, because 
of lack of adequate facilities the U.S. district court has not 
held terms of court at Durant. 


59006°—59 S. Rept., 86-1. vol. 6——34 
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Earlier this year General Services Administration proposed 
the remodeling of the post office building at Durant. 
Because of ‘section 142: of tithe 28, United States Code, 
which states that ‘court shall be held only at places where 
Federal quarters and accommodations. are-available, or suit- 
able accommodations are furnished without cost to the 
United States,” in order to include court facilities in the re- ] 
modeling project of the post office building at Durant it is | 
necessary to waive section 142 of title 28, United States Code. 
The General Services Administration has estimated the 
cost for the total remodeling project, including postal, court, 
and other purposes, to be approximately’$300,000. : 
Durant and that area MP Oklahoma ‘have been denied 
rivileges and convenience of having a term of the US. 
District Court for the Eastern District of Oklahoma because ‘ 
of the lack of appropriate accommodations. The State has 
not been in position to provide local facilities at no cost to 
the Government. The proposal to include court facilities I 
in the remodeling project has been endorsed by the local bar I 
associations and has the approval of the chief judge of the ‘ 
eastern district of Oklahoma, the Honorable Eugene Rice. ‘ 
Durant is the center of the southern portion of the eastern 


district of Oklahoma, and, according to the information f 
furnished by Chief Judge Rice of the district court, the 
holding of a term of court at Durant would provide con- 

venient facilities for litigants, lawyers, and witnesses. In 
addition to the litigation arising out of the counties of Atoka, 
Bryan, Choctaw, McCurtain, and Pushmataha, additional ; 
legal business would be drawn from a part of Latimer 


County. Except for facilities pt Ada, Okla., which is west 
of Durant, there are no adequate Federal court facilities south 
of Muskogee, which is 150 miles north of Durant. Moreover, 
the terrain in this area is rugged and mountainous, making 
travel of such a period of miles inconvenient and difficult. 

The proposal contained in this bill has been approved by 
the chief judge of the U.S. District Court for the Eastern 
District of Oklahoma, the Administrative Office of the U.S. 
Courts, and the General Services Administration. The 


Department of Justice defers to the views of the Adminis- | 
trative Office concerning the enactment of this bill inasmuch ( 
as it involves a matter of primary concern to the judiciary. 


Copies of the communications from the Department of 
Justice, General Services Administration, Administrative 
Office of the U.S. Courts, and Chief Judge Eugene Rice are 
attached hereto as.a part of this report. Also attached is a 
resolution of the Bryan County Bar Association endorsing 
this proposal. | 
The committee, after a study and review of the foregoing and the 
attachments hereto, recommends that the bill, H.R. 7979, be consid- 
ered favorably. 
Letters containing justification for the legislation from interested 
persons and agencies are hereto attached and made a part hereof. 


i ae - 


Sa a 
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Inasmuch as this legislation is a waiver, not amendatory of existi 
law, the provisions of subsection (4) of rule XXIX of the Standing 
Rules of the Senate are not applicable. 





Aveust 3, 1959. 
Hon. Emanven CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 

Dear Mr. Cuarrman: This is in response to your request for the 
views of the Department, of Justice. concerning the. bill (H.R. 7979) 
to waive section 142 of title 28, United States Code, with respect to 
the U.S. District Court for the Eastern District of Oklahoma holding 
court at Durant, Okla. 

Existing law provides that court for the Eastern District of Okla- 
homa shall be held at Durant, in addition to certain other named 
places (28 U.S.C. 116). Section 142 of title 28, United States Code 
provides that “court shall be held only at places where Federal 
quarters and accommodations are available, or suitable quarters and 
accommodations are furnished without cost to the United States.” 

The bill would waive the limitations and restrictions contained in 
ae 142 of title 28 with respect to the holding of court in Durant, 

a. 

The effect of the bill would be that the Government would be 
required to pay for quarters and accommodations used by the court 
in Durant. 

Inasmuch as this bill involves a matter of primary concern to the 
judiciary, the Department of Justice defers to the views of the Admin- 
istrative Office of the U.S. Courts concerning its enactment. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 
Lawrence E. Watsa, 
Deputy Attorney General. 


wee 


GENERAL SERVICES ADMINISTRATION, 
Washington, D.C., August 12, 1959. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 

Dear Mr. Cuatrman: Your letter of July 21, 1959, requested the 
views of the General Services Admiinistration on H.R. 7979, 86th 
Congress, a bill to waive section 142 of title 28, United States Code, 
with respect to the U.S: District Court for the Eastern District of 
Oklahoma holding court at Durant, Okla. 

The bill would waive the limitations and restrictions contained in 
section 142, title 28, United States Code, which provides that “court 
shall be held only at places where Federal quarters and accommoda- 
tions are available, or suitable quarters and accommodations are 
furnished without cost to the United States.” 

Durant, Okla., has been designated for many years as a location 
in the eastern district of Oklahoma in which Federal court shall be 
held. GSA has under consideration a proposed extension to the 
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ost office building in Durant and ‘has received a recommendation 
rom the chief judge of the U.S. District Court, Eastern District of 
Oklahoma, that adequate court accommodations be included in the: 
proposed extension. Enactment-of- H.R. 7979 will enable GSA to 
comply with this recommendation and include plans for court facilities 
in the proposed extension to the post office building. Accordingly, 
GSA would not object to the enactment of the proposed legislation. ' 
The cost of the extension for postal, court, and other purposes is 
estimated to be approximately $300,000. 
The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. , 
Sincerely yours, 


FRANKLIN FLogere, Administrator. 


ADMINISTRATIVE Orrice or THE U.S. Courts, 
Washington, D.C., August 11, 1959. 
Hon. Emanvet CrEuuer, 
Chairman, Committee on the Judiciary, 

House of Representatives, Washington, D.C. ni 


Dear Mr. CuHatrman: This is in response to your request for the 
views of the Judicial Conference of the United States on H.R. 7979, a: 
bill which would waive the provisions ef section 142 of title 28, United 
States Code, with respect to the U.S. District Court for the Eastern 
District of Oklahoma. 

While the Judicial Conference has not had the opportunity to’ 
consider H.R. 7979, the Administrative Office has examined the cir- 
cumstances which prompted the introduction of the legislation. 

Because of lack of adequate facilities, the U.S. district court: has 
not held terms of court in ant even though it has been designated 
as a place of holding Federal court and is situated in the center of the’ 
southern portion of the eastern district of Oklahoma. ‘arlier this 
year, when the General Services Administration proposed to remodel 
the post office building in Durant, it was assumed by the county bar 
and the community as a whole that the project would include facilities 
for a Federal court. Unfortunately, the project contained no such 
provision.. The chief judge, Hon. Eugene Rice, of the eastern district, 
recommended to the General Services Administration the inclusion of 
court facilities in its proposed remodeling plans for the post office. 
General Services Administration advised the Administrative Office of 
Judge Rice’s recommendation. The Administrative Office concurred 
in this recommendation. General Services Administration revised. its, 
original plans so as to include facilities for holding regular sessions of 
court. The specific details of the plan were suggested by the Admin- 
istrative Office. To effectuate this proposed revision it is necessary 
that ibe provisions of section .142 of title 28, United States Code, be 
waived. 

In .view of the facts, and Judge Rice’s recommendation, which. 
prompted General. Services Administration’s revised plans, the 
Administrative Office recommends the enactment of H.R. 7979. 

Sincerely, 


Warren Otney III, Director. 
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U.S. District Court, 
Eastern District of OKLAHOMA, 
Muskogee, Okla., June 19, 1959; 
Hon. Frankuin FLoete, 
Administrator, General Services Administration, 
Washington, D.C. 

Dear Sir: My attention has been called to the fact that the 
Government ,contemplates remodeling the post office building at 
Durant, Okla. Since Oklahoma became a State, Durant has ae 
designated as a Federal court town in the eastern district of Oklahoma 
but has heretofore lacked adequate facilities for Federal court. The 
bar at Durant is anxious that the remodeled building contain an 
adequate Federal courtroom and chambers. Durant is in the center 
of the southern portion of the eastern district of Oxlahoma. 

I recommend that adequate court accommodations be included ix 
the proposed remodeled post office building. 

Sincerely yours, 
Evaene Rics, Chief Judge. 


Note.—The same letter was written to Rollin Barnard, Assistant 
Postmaster General, Washington, D.C. 


RESOLUTION 
























Be it remembered, That on May 19, 1959, at a regular meeting of the 
Bryan County Bar, the matter of the necessity of an air-conditioned 
Federal courtroom being provided for in the proposed new Federal 
building which is to be constructed in the near future in Durant, 
Okla., was discussed; and 

Whereas it was pointed out that this Federal judicial district, save 
= city of Muskogee, Okla., is without such a modern convenience; 
an 

Whereas it was suggested with equal emphasis that Durant has been 
for many years denied the privilege and convenience of having the 
Federal court sit in Durant because of the lack of a proper courtroom: 
Now, therefore, be it 

Resolved, That this bar go on record recommending, suggesting, and 
urging our representatives in Congress as to the need for such a 
courtroom, and praying that they give consideration to having our 
new Federal building include a modern courtroom in order that 
Little Dixie may have a courtroom in which court may be held 
during warm weather without being exposed to conditions short of 
suffocation. 

Unanimously adopted and respectfully submitted. 


Joun L. Bouanpn, President. 
Attested: 


T. O. Criswew, Secretary. 
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SEPTEMBER 8 (legislative day, SEPTEMBER 5), 1959.—Ordered to be printed 


Mr. EastLanp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H.R. 7605} 





The Committee on the Judiciary, to which ‘was referred the bill 
(H.R. 7605) for the relief of the State of Oklahoma, having considered 
the same, reports favorably thereon with an amendment and recom- 
mends that the bill, as amended, do pass. 


AMENDMENT 


On page 1, line 11, strike “‘1951” and insert in lieu thereof ‘1941”’. 


PURPOSE OF AMENDMENT 





_ The purpose of the amendment is to correct a typographical error 
in the House bill. 
PURPOSE 






This proposed legislation, as amended, would pay to the State of 
Oklahoma the sum of $652,019.71, for the sole use of highway projects 
in that State, in full settlement of all claims of the State of Oklahoma 
against the United States by reason of an agreement made by the 
United States, through the Works Projects Administration, under a 
stipulation filed on February 25, 1941, in the case of United States v. 
Phillips and others, civil action No. 351 in the U.S. District Court for 
the Northern District of Oklahoma. 


STATEMENT 






House Resolution 278, 84th Congress, Ist session, referred to the 
Court of Claims for a finding of fact and report on its conclusion to 
Congress on H.R. 5421, 84th Congress, Ist session, which proposed 
to authorize and direct the Secretary of the Treasury to pay the State 
of Oklahoma the sum of $656,500. 
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H.R. 7605 adopts the findings and conclusions of the Court of Claims 
on the above-described referral, decided in an opinion rendered June 
3, 1959. The Court of Claims found that the State of Oklahoma 
would be entitled to recover a stipulated sum from the United States 
as a matter of law. The facts and circumstances surrounding this 
long and heated controversy are thoroughly covered in the opinion 
and findings of fact of the Court of Claims. This committee agrees 
with the findings, conclusions, and recommendations contained in the 
opinion and findings of fact and, therefore, recommends that H.R. 
7605, as amended, be favorably considered. 

Attached hereto and made a part hereof is the opinion and finding 
of facts of the U.S. Court of Claims. 


Gn the Gnited States Gourt of Claims 


Cong. No. 10-55 
(Decided June 3, 1959) 


THE STATE OF OKLAHOMA v. THE UNITED 
STATES 


Mr. LeRoy Powers for the plaintiff. 
Mr. John F. Wolf, with whom was Mr. Assistant Attorney 


General George Cochran Doub, for the defendant. 


OPINION 


Laramore, Judge, delivered the opinion of the court: 

This case comes before the court pursuant to H. Res. 278, 
84th Congress, Ist Session. The resolution refers to this 
court H.R. 5421, entitled “A bill for the relief of the State of 
Oklahoma,” with instructions to make findings of fact and 
conclusions “sufficient to inform the Congress of the nature 
and character of the demand, as a claim legal and equitable 
against the United States, and the amount, if any, legally or 
equitably due from the United States to the claimant.” 

The claim of the State of Oklahoma arises out of a settle- 
ment agreement entered into between the United States and 
the State of Oklahoma in the case of United States v. Phillips 
et al., Civil Action No. 351, United States District Court for 
the Northern District of Oklahoma. The facts necessary for 
a determination of the issue as to whether a legal or equitable 
claim exists against the United States are as follows: 

In 1935, by an act of the Oklahoma State legislature, the 
Grand River Dam Authority was created for the purpose of 

2 
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impounding the waters of the Grand River in that State for 
flood control, production of hydroelectric energy and other 
useful and related purposes. The Grand River Dam Au- 
thority, hereinafter referred to as the “Authority,” was de- 
clared to be a governmental agency, a conservation and 
reclamation district, and was given broad powers to acquire 
property, construct, maintain, use and operate facilities, to 
borrow money, issue negotiable bonds, pledge its revenues 
and sell and distribute the electric energy generated. The 
Authority was governed by a board of nine directors, three 
of whom were appointed by the Governor, three by the At- 
torney General of Oklahoma and three by the State Commis- 
sioner of Labor. On October 16, 1937, the Authority entered 
into an agreement with the United States, acting through the 
Federal Emergency Administration of Public Works, 
whereby the latter agreed to aid in financing the construction 
of a dam on the Grand River by making a grant to the Au- 
thority in a sum not to exceed $8,437,000 and by purchasing 
$11,563,000 of the Authority’s revenue bonds. In 1939, the 
Federal Power Commission issued an order finding that the 
Authority was a public corporation created and existing un- 
der the laws of the State of Oklahoma for the purposes above 
dascribed and, pursuant to the Federal Water Power Act, 
41 Stat. 1063, 1077, as amended, authorized the issuance of a 
license for the construction of a dam on the Grand River. 
A provision of the license agreement which was accepted by 
the board of directors of the Authority provided that the 
United States was not to be liable for damages occasioned 
to the property of others by the construction, operation, or 
maintenance of the project. 

Sometime during the construction of the Grand River 
Dam a controversy arose between the Authority and the 
Oklahoma State Highway Commission centering around 
damages to which the State claimed to be entitled for injury 
to its roads by reason of the creation of a dam and reservoir 
and resultant inundation of the surrounding area. A meet- 
ing was held between the Authority and the State Highway 
Commission at which time consideration was given to the 
construction of a certain bridge, called Grove Bridge, by the 
Authority at an expense of approximately $350,000 in return 
for which the State Highway Commission would waive all 
claims it might have against the Authority for damage to 
State roads by reason of the dam reservoir. The evidence is 
conflicting as to whether an agreement was actually reached 
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between the two parties. However, the Authority did con- 
struct the Grove Bridge at a cost of $364,083, but no record of 
any agreement is recorded in the minutes of either the State 
Highway Commission or the Authority and it apparently 
was never acted upon by either at a regular meeting with a 
majority of members present. 

Some time in 1939 a new Governor took office in Oklahoma 
and a new State Highway Commission was appointed. 
These authorities denied the existence of an alleged agree- 
ment respecting the construction of a bridge in return for 
the waiver of damages, and asserted a claim against the 
Grand River Dam Authority in the amount of $1,661,000. 
Conferences were held between the Authority and the State 
Highway Commission to discuss the issue, but nothing came 
of them since the Authority insisted an agreement had al- 
ready been made, while the State Highway Commission stood 
steadfastly by its position that no valid agreement had 
actually been entered into. The Federal Works Agency, 
which had purchased the Authority’s bonds, supported the 
Authority in the dispute since their bonds conceivably would 
be seriously weakened if it became necessary for the Au- 
thority to borrow additional funds to meet the demands of 
the State Highway Commission. The Federal Works 
Agency communicated its views to the Authority with the 
advice that if the dispute could not be settled the Authority 
should make arrangements to have a proper court settle it. 

As the dam neared completion the controversy remained 
unsettled, and the Governor of Oklahoma threatened to in- 
voke martial law to prevent the closing of the dam unless as- 
surance was obtained that the Federal Works Agency would 
make good any judgment the State and the Highway Com- 
mission might obtain against the Authority. The Governor 
was unwilling to rely on the prospect that a judgment could 
be satisfied from the revenues of the project. The Federal 
Works Agency refused to insure any judgment against the 
Authority and again told the Authority that it should rely 
on the alieged oral agreement between the two warring fac- 
tions. Asa result, the Governor on March 13, 1940, declared 
martial law in the area surrounding the dam site and oc- 
cupied it with the National Guard. On the following day 
the Governor obtained an ew parte order in a State court 
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restraining further work on the dam. The United States 
was not a party to this suit, but it did obtain from a Federal 
district court a temporary restraining order against the 
Governor and other state officials prohibiting them from in- 
terfering with the project by prosecuting their suit in the 
State court or by the use of military force. Subsequently an 
interlocutory injunction in terms similar to those contained 
in the temporary restraining order was ordered by a 3-judge 
Federal district court. An appeal was taken to the United 
States Supreme Court which ordered reversal on procedural 
grounds having nothing to do with the merits of the case and 
the cause was remanded to the district court for further pro- 
ceedings, Phillips v. United States, 312 U.S. 246. 

Following the decision of the Supreme Court, the Adminis- 
trator of the Federal Works Agency and an assistant attorney 
general in charge of the Claims Division of the Department 
of Justice decided it would be desirable to settle the dispute. 
Accordingly, a stipulation dated February 21, 1941, was 
entered into between the United States and the State of 
Oklahoma. The stipulation was signed by the Special As- 
sistant to the Attorney General of the United States and by 
the United States District Attorney for the Northern District 
of Oklahoma on behalf of the United States. These two of- 
ficials signed it, except as to the commitment in paragraph 3 
referred to infra. The Special Assistant General Counsel of 
the Federal Works Agency signed the stipulation, without 
reservation, for the Federal Works Administrator. For the 
State of Oklahoma the stipulation was signed by the Gov- 
ernor and Attorney General. The members of the State 
Highway Commission signed for the Commission and the 
General Counsel of the Grand River Dam Authority signed 
for the Authority. 

Paragraphs one and two of the stipulation provided that 
the State of Oklahoma would dismiss with prejudice its case 
against the Authority and the Governor would rescind his 
order declaring martial law. Paragraph three stated that 
the Federal Works Agency acting through the Public Roads 
Administration and the Work Projects Administration 
would participate in the construction of certain specified 
roads as set out in finding numbered 11 of the Trial Commis- 
sioner’s report. In paragraph four the State and the High- 
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way Commission agreed to accept the Grove Bridge, which 
had been erected at the expense of the Authority, and to per- 
fect its approaches. Paragraph five stated that the State 
Highway Commission would renounce any claims it had, or 
might later have, against the Authority on account of any 
inundation of public lands occasioned by the operation of the 
project dam to an elevation of 755 feet above mean sea level. 
Paragraphs six and seven provided that the United States 
would dismiss with prejudice its suit against the Governor 
and the State would dismiss its cross-motion filed in the Dis- 
trict Court action. The last paragraph, eight, called for the 
parties to take the necessary formal steps to accomplish the 
purposes of the stipulation. The stipulation was filed with 
the United States District Court on February 25, 1941. 

The trial commissioner of this court, who heard and re- 
ceived the evidence in this case, has found as a fact that the 
agents of the United States who signed the stipulation acted 
as they did with authority, to which the defendant does not 
take exception. 

The controversy in this case centers around a provision in 
paragraph three of the stipulation which calls for the Federal 
Works Agency acting through the Work Projects Adminis- 
tration to expend $705,500 on state road projects. On July 
30, 1943, the Work Projects Administration was abolished 
and its unexpended funds transferred to a Treasury account 
designated as miscellaneous receipts, and on July 1, 1949, the 
Federal Works Agency went out of operation with its func- 
tions being transferred to General Services Administration. 
Prior to the abolition of the Work Projects Administration 
there was paid under the stipulation to the State of Okla- 
homa, $54,480.29. Plaintiff herein claims $652,019.71 as the 
balance due it from the sums specified in the stipulation. 

As we read the brief of the Government, its defenses to any 
legal or equitable liability on the part of the United States to 
pay the State of Oklahoma $652,019.71 remaining due under 
the February 21, 1941, stipulation are as follows: (1) that 
under a Federal court decision of April 29, 1948 (Tenth Cir- 
_ cuit, 168 F. 2d 858), it has been determined that the Govern- 
ment has fully performed its obligations and therefore the 
legal issues have been disposed of ; (2) that the State of Okla- 
homa was fully compensated for any loss of its roads by the 
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building of the Grove Bridge with Authority money; (3) 
that there was no authority on the part of the Federal Works 
Agency representative to enter into a stipulation which would 
pay out money as insurance against interference by the Gov- 
ernor in the building of the dam because of the lack of 
mutuality of consideration; and (4) that in any event no 
equitable liability could result since the Governor of Okla- 
homa used the National Guard to intimidate officials of the 
Authority and Federal Government. 

Since the Government’s pleadings and brief make no men- 
tion of the defense of collateral estoppel, we can only surmise 
that such was its intention when it is stated that the legal 
issues presented in this action have already been disposed of 
by prior litigation between the two parties. This arises by 
reason of a suit filed by the United States in the United 
States District Court for the Northern District of Oklahoma 
to condemn flowage easements in the dam area from 750 to 
755 feet. The State of Oklahoma claimed that it was entitled 
to compensation for resulting damage to its highways. The 
United States set up as a defense to any additional payment 
the February 21, 1941, stipulation which stated that the State 
of Oklahoma and its Highway Commission forever waived 
the right to any claim for damages it might have against the 
Authority occasioned by the operation of the dam project to 
an elevation of 755 feet above mean sea level. To avert the 
effect of the stipulation, the State took the position that there 
had been a partial failure of consideration and that the stipu- 
lation was therefore not a bar to the additional damages 
claimed. The trial judge who heard the case found that there 
had been no failure of consideration, but that the State was 
nevertheless entitled to recover because the clause in the 
stipulation ran between the State and the Authority and not 
between the State and the United States, and as such did not 
act as a release by the state of any claim it might acquire 
against the United States. On appeal the Tenth Circuit 
reversed the lower court by holding that the stipulation, to 
which the United States and the State of Oklahoma had been 


parties, intended to act as a release by the State of all claims 


2 Inasmuch as the defense of duress is applicable only to the equitable claim 
of plaintiff here, and the court concludes, infra, that plaintiff has a legal 
claim, no discussion of this point is deemed necessary. 
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it may have as a result of the raising of the flowage to the 
755-foot level. This was held to be true even though the 
United States was not mentioned in that portion of the 
stipulation. In making this determination the Circuit 
Court necessarily had to approve the lower court’s ruling that 
there had been no failure of consideration of such a nature 
that would operate as a ground for rescission or revocation 
of the stipulation. As we understand the Government’s con- 
tentions in the instant case, it would have us invoke collateral 
estoppel by judgment to prevent relitigation of the issue as 
to the Government’s failure to pay the consideration recited 
in the stipulation in return for the State’s waiver of claims 
for highway damage. In other words, since the Circuit 
Court necessarily held that there was no partial failure of 
consideration, and this suit is based upon a breach of contract 
for failure to pay the stipulated consideration, this court is 
bound by the previous ruling and may not look behind that 
decision in order to determine if plaintiff has a legal claim. 

In a recent decision of this court, Edgar v. United States, 
No. 197-57, decided February 11, 1959, we held that collateral 
estoppel applied to suits in this court where the issue had been 
previously determined in a District Court even though the 
relief sought here was beyond the jurisdiction of that court. 
Therein we said that : 


* * * although the [district] court is one of limited 
jurisdiction, if it has the authority to determine the issue 
within the scope of its jurisdiction, all other courts are 
estopped from subsequently relitigating the same issue. 

There can be no question that the District and Circuit 
Courts had jurisdiction over the condemnation proceedings 
brought by the United States to which the State of Oklahoma 
was made a party. In its function of determining just com- 
pensation the court had authority to decide whether or not 
the stipulation was legally binding upon the parties. This 
the court did, but in so doing did not directly or indirectly 
rule that the United States had fully performed all of its 
obligations thereunder. As we read the decision of the Cir- 
cuit Court the only ruling inherent in the decision was that 

2A suit against the United States founded on contract for a sum in excess 


of $10,000 is without the jurisdiction of the District Courts. 28 U.S.C. 
§ 41(20). 
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there had been no failure of consideration sufficient to void 
the contract. Whether the issue as to the payment of the 
sum here in suit was raised we have no way of knowing. 
Counsel does not point to anything in the record which would 
show whether this was made an issue or not. Absent a show- 
ing that a fact or issue has been specifically ruled upon by a 
sister court, we are not at liberty to invoke collateral estoppel 
by judgment. The only evidence on this point is a quotation 
in defendant’s brief from a letter by the Deputy Attorney 
General to the Chairman of the Committee on the Judiciary 
of the United States Senate. The letter purports to quote 
from an opinion of the United States District Court judge 
who sat in the condemnation proceedings, but nowhere are 
we cited to such an opinion in the evidence in this case. In 
fact, the pleadings in the condemnation proceedings have not 
been introduced in evidence in this court, nor has a request 
for a finding in this regard been made. In the absence of 
proof as to the issue in the prior litigation the doctrine of 
collateral estoppel is inapplicable. That doctrine acts as a 
bar to relitigation of only those issues actually raised and de- 
termined, not as to issues which might have been presented. 
Commissioner V. Sunnen, 333 U.S. 591; Southern Maryland 
Agricultural Assn. v. United States, 187 C.Cls. 176. It 
necessarily follows that the plaintiff is not estopped from 
litigating the issue in this court by the prior judgment in 
the Tenth Circuit. 

Although the defendant has not raised as a defense to 
plaintiff's legal claim the statute of limitations, the court 
feels that some mention should be made of it as a possible bar 
to suit in this court. Under 28 U.S.C. 1501 a suit must be 
filed in this court within six years from the time that the 
claim first accrued. Under the terms of the stipulation here 
in issue, the time within which Federal funds would be sup- 
plied the State was without limitation. In such a case the 
accrual of a cause of action would normally take place when 
there had been a demand by the plaintiff and refusal of per- 
formance by the defendant. The findings in this case do not 
show if or when any demand was made by the State of Okla- 
homa for the United States to participate in road construc- 
tion to the extent agreed to under the stipulation. The find- 
ings do show that the Work Projects Administration, the 
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agency which was actually to perform the Government’s ob- 
ligation, went out of operation in 1943 at which time it made 
payment of $54,480.29 to the State of Oklahoma. Again the 
facts are not sufficient to show whether the abolition of the 
Work Projects Administration was of such nature as to create 
an anticipatory breach of the stipulation which would set the 
statute of limitations in motion. Were this not a congres- 
sional reference case we would require that the evidence 
show that the claim sued upon did not in fact accrue more 
than six years prior to filing suit since the statute of limita- 
tions is jurisdictional in this court. 

T*. court is of opinion that but for this possible applica- 
tion of the statute of limitations the plaintiff would be en- 
titled to recover as a matter of law. 

As previously pointed out, the stipulation of settlement was 
entered into for the Government by agents with authority to 
so act. The stipulation was intended to and did resolve a 
controversy between the parties as to compensation for high- 
way damage. The Federal Government had a large financial 
interest in the successful operation of the dam and it was to 
their advantage to see that nothing impaired the dam’s 
progress or created a drain upon the Authority’s resources. 
We think that this was ample consideration to uphold the 
validity of the agreement as between the United States and 
the State of Oklahoma. 

The defendant’s argument that the agreement was not 
binding on the Government insofar as paragraph three was 
concerned is without merit. Paragraph three was signed by 
an agent of the Federal Works Agency with authority to act 
for the Agency. The benefit to the Government was real in 
view of its large economic interest in the Authority and the 
dam project. There is absolutely no evidence that the claim 
made by the Governor and the State Highway Commission 
was either frivolous or in bad faith. Thus the forebearance 
of the Governor and the State Highway Commission to assert 
its claim for damages against the Authority was adequate 
consideration for a promise to pay the amounts stipulated. 
This is so even though the consideration for the promise not 
to assert a claim came from the United States, a third party, 
and would seem especially true since the third party had a 
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definite economic interest in the outcome. It necessarily re- 
sults that the stipulation did not lack mutuality or considera- 
tion and is therefore enforceable. 

Defendant’s further argument that the State’s claim for 
damage to roads was fully satisfied when the Authority paid 
for the erection of the Grove Bridge is also without merit. 
As previously stated, the agreement between the State and 
the Authority respecting the Grove Bridge was at best merely 
an oral understanding. It was never reduced to writing nor 
was it approved by the members of either group acting in 
their official capacity. This fact is persuasive that no bind- 
ing agreement had actually been entered into and any under- 
standing was merely preliminary to a final contract of 
settlement. It is a fundamental rule of law that prior nego- 
tiations are merged into written contracts, Holmberg v. 
United States, 91 C. Cls. 501; Smith v. Ferguson, 221 P. 447; 
Guess v. Miner, 265 P. 633; and that these negotiations are 
prohibited by the parol evidence rule from altering the terms 
of the written contract. Williston on Contracts, Rev. Ed., 
Vol. III, § 632. Even had there been a prior agreement it 
was integrated into the stipulation of settlement and would 
be inoperative to vary the terms of the writing. See Restate- 
ment of the Law of Contracts, Vol. I, § 237. 

It necessarily follows that the State of Oklahoma, but for 
the possible bar of the statute of limitations, has a legal claim 
against the United States. Under the terms of the stipula- 
tion the State is entitled to receive $652,019.71 in Federal aid 
for highway construction. It is the opinion of the court that 
Congress should make this amount available to the State, to- 
gether with the requirement that such funds be employed 
solely for highway projects. 


CONCLUSION 


But for the possible bar of plaintiff's claim by the 6-year 
statute of limitations, plaintiff has a legal claim against the 
United States for $652,019.71 pursuant to a stipulation of set- 
tlement filed in the United States District Court for the 
Northern District of Oklahoma on February 25, 1941, in the 
case of United States v. Phillips, et al., Civil Action No. 351. 
In the event Congress decides to make an award to plaintiff, 
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we believe it should limit the use of such moneys to highway 
projects within the State of Oklahoma. 

This opinion and the findings of fact, together with the 
conclusion thereon, will be certified to Congress pursuant to 
House Resolution 278, 84th Congress, 1st Session. 

Bryan, District Judge, sitting by designation; MappEn, 
Judge; Wuitaker, Judge, and Jongs, Chief Judge, concur. 


FINDINGS OF FACT 


The court, having considered the evidence, the report of 
Trial Commissioner Marion T. Bennett, and the briefs and 
argument of counsel, makes findings of fact as follows: 

1. This case comes to the court by virtue of a resolution of 
congressional reference, H. Res. 278, of the 84th Congress, 
First Session. The resolution refers to the court H. R. 
5421, entitled “A bill for the relief of the State of Okla- 
homa,” with instructions to make findings of fact and con- 
clusions “sufficient to inform the Congress of the nature 
and character of the demand, as a claim legal and equitable, 
against the United States, and the amount, if any, legally 
or equitably due from the United States to the claimant.” 

H. R. 5421 would authorize and direct the Secretary of 
the Treasury to pay the State of Oklahoma the sum of 
$656,500. The bill recites that, “The payment of such sum 
shall be in full settlement of all claims of the State of Okla- 
homa against the United States by reason of an agreement, 
made by the United States through the Work Projects Ad- 
ministration, under a stipulation filed on February 25, 1951, 
in the case of United States versus Phillips and others (civil 
action numbered 351 in the United States District Court 
for the Northern District of Oklahoma), for the Work 
Projects Administration to participate in certain highway 
projects in the Grand River Dam Reservoir area under- 
taken by the State Highway Commission of the State of 
Oklahoma and necessitated by reason of the construction 
of the Grand River Dam. Such agreement was not fully 
carried out by the Work Projects Administration because 
of the subsequent participation by the United States in 
World War II and abolishment of the Work Projects 
Administration: * * *” 
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Plaintiff’s petition claims $656,000 and its requested 
findings of fact $652,019.71. 

2. The Grand River Dam Authority was created by act of 
the Oklahoma State legislature in 1935 for the purpose of 
impounding the waters of Grand River in that State for 
flood control, production of hydroelectric energy and other 
useful and related purposes. The Authority was declared 
to be a governmental agency, a conservation and reclama- 
tion district, and was given broad powers to acquire prop- 
erty, construct, maintain, use and operate facilities, to bor- 
row money, issue negotiable bonds, pledge its revenues and 
sell and distribute the electric energy generated. All of the 
powers of the Authority, as it will sometimes hereafter be 
referred to, were vested in a board of nine directors, three 
of whom were appointed by the Governor, three by the At- 
torney General of the State and three by the State Com- 
missioner of Labor. 

3. On October 16, 1937, the Grand River Dam Authority 
made an agreement with the United States of America, 
acting through the Federal Emergency Administration of 
Public Works, whereby the latter agreed to aid the financ- 
ing and construction of a dam on the Grand River by mak- 
ing a grant to the Authority in a sum not to exceed $8,437,000 
and by purchasing $11,563,000 of the Authority’s revenue 
bonds. 

4. On January 27, 1939, the Federal Power Commission 
issued an order finding that the Authority was a public cor- 
poration created and existing under the laws of the State of 
Oklahoma for the purposes described above and authorized 
issuance of a license to it, pursuant to the Federal Power 
Act, for construction of the dam on the Grand River. The 
license was issued on July 26, 1939. It provided in part: 


Article 17. The Licensee shall be liable for all dam- 
ages occasioned to the property of others by the con- 
struction, operation, or maintenance of the project 
works or of the works appurtenant or accessory thereto, 
and in no event shall the United States be liable 
therefor. 

Article 18. The Licensee shall be liable for injury 
to, or destruction of, any buildings, bridges, roads 
trails, lands, timber, or other property of the United 
States occasioned by the construction, operation, or 
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maintenance of the project works or of the works a 
yahanaet or accessory thereto, constructed under this 
icense. Arrangements to meet such liability, either 
by compensation for such injury or destruction, recon- 
struction, or repair of damaged property, or otherwise, 
shall be made with the appropriate department or 
agency of the United States. 


On July 11, 1939, the board of directors of the Authority 
adopted a resolution accepting all of the provisions and 
conditions of the Federal Power Act and of the further 
conditions imposed in the license. 

5. The project was completed in 1941 and in November of 
that year the United States took possession, control, use and 
management of it for national defense purposes. The Fed- 
eral government, through the Secretary of the Interior and 
the Federal Works Administrator, operated the project until 
September 1, 1946, when it was returned to the Grand River 
Dam Authority which has since operated it. At the date 
of the return of the project to the Authority, $25,113,636 
had been spent on it made up of a grant of $11,113,636 by 
the Federal government and $14,000,000 from revenue bonds 
of the Authority. 

6. There were conversations between representatives of the 
Authority and the State Highway Commission which cul- 
minated in a meeting in Miami, Oklahoma, on July 22, 1938. 
At this meeting consideration was given to the constructi-n 
of the so-called Grove Bridge at an expense of approxi- 
mately $350,000 to the Authority with the State Highway 
Commission thereby agreeing to waive any claims it might 
have against the Authority for damage to State roads by 
reason of creation of the reservoir, and the State would re- 
place such highways as would be inundated. Such a bridge 
was built at the expense of the Authority and cost $364,083. 
Plans and specifications therefor were approved by the 
Commission. The evidence is in conflict as to whether there 
was actually any such agreement. Those who participated 
in the conference thought they had a meeting of minds on 
the issue. However, the fact is that no such agreement was 
ever reduced to writing, recorded in the minutes of the 
Commission or of the Authority, or officially acted on by 
either at a regular meeting with a majority of members 
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present. The funds spent by the Authority for the Grove 
Bridge were from a total of $450,000 it had allocated for the 
purpose of helping to relocate roads and bridges. There is 
evidence that this sum was in excess of the actual investment 
of the State in roads and bridges in the area to be inundated 
at the time of the alleged agreement. The roads were of 
gravel construction. They were ultimately replaced with 
gravel, concrete and asphalt construction. Further refer- 
ence to expenditures for replacement is in finding 16. 

7. In 1939 a new Governor took office in Oklahoma and & 
new State Highway Commission was appointed. These au- 
thorities denied existence of the alleged agreement referred 
to in the finding above and asserted a claim against the 
Grand River Dam Authority in the amount of $1,661,000. 
Representatives of the Authority and of the Commission 
thereafter held conferences on September 7, October 4, and 
November 6, 1939, to discuss the issue. The representatives 
of the Authority insisted that they had a valid agreement 
with the predecessor Highway Commission but this was 
denied by the representatives of the new Highway Commis- 
sion. The Federal Works Agency which had purchased the 
Authority’s bonds supported the position of the Authority 
in this dispute. The Agency was concerned that if it be- 
came necessary for the Authority to borrow any additional 
money to meet the demands of the Highway Commission 
the bonds which had been purchased by the Federal Works 
Agency would be seriously weakened. These views were 
communicated to the Authority with the advice that, if the 
dispute about how the roads in the area to be inundated 
should be paid for could not be settled between the two 
quarreling State bodies, the Authority make arrangements 
to have a proper court settle it. 

8. When the Governor of Oklahoma threatened to invoke 
martial law to prevent the closing of the dam, the Authority 
sought from the Federal Works Agency in Washington, 
D. C., the assurance demanded by the Governor that if the 
matter was to be litigated in the courts the FWA would 
make good any judgment the State and the Highway Com- 
mission might get against the Authority. The Governor 
was unwilling to rely on the prospect that a judgment could 
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be paid from the revenues of the project. The Authority 
represented to the FWA that the new Highway Commis- 
sion was demanding $841,000 in settlement of damages. The 
Federal Works Agency rejected this suggestion on March 
7, 1940, and insisted that the Authority rely on its alleged 
oral agreement with the Highway Commission for settle- 
ment of claims growing out of the inundation of roads when 
the gates of the dam were closed, and pursuant to which the 
Authority had built the Grove Bridge and had done work 
on its approaches at a cost of $369,083. 

9. On March 138, 1940, the Governor declared martial law 
in the area surrounding the dam site and occupied it with 
the National Guard. On the following day, the Governor 
obtained an ew parte order in a State court restraining fur- 
ther work on the dam by the Grand River Dam Authority. 
The United States was not made a party to this proceeding. 
Subsequently, the United States obtained a temporary order 
in a Federal district court against the Governor and other 
State officials to restrain them from interference with the 
project by prosecuting their suit in the State court and by 
the use of military force. A district court of three Federal 
judges, after a hearing, entered an interlocutory injunction 
in terms similar to those contained in the temporary restrain- 
ing order. An appeal was taken to the Supreme Court of the 
United States where the decree of the three-judge court was 
vacated on procedural grounds having nothing to do with 
the merits of the case. The cause was remanded to the 
district court for further proceedings. 

10. Following the decision of the Supreme Court in the 
case of Phillips v. United States, 312 U. S. 246, referred to 
above, the Administrator of the Federal Works Agency and. 
an assistant attorney general in charge of the Claims Divi- 
sion of the Department of Justice decided it would be de- 
sirable to settle the dispute in Oklahoma. Accordingly, a 
stipulation was entered into and it is in evidence as plain- 
tiffs exhibit 7. This stipulation, dated February 21, 1941, 
is signed by the Special Assistant to the Attorney General 
of the United States and by the United States District At- 
torney for the Northern District of Oklahoma on behalf of 
the United States. These two officials signed it, except as 
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to the commitment in paragraph 8 thereof, referred to here- 
after. The Special Assistant General Counsel of the Fed- 
eral Works Agency signed the stipulation without reserva- 
tion for the Federal Works Administrator. 

The stipulation was signed for the State of Oklahoma by 
its Governor and Attorney General and for the State High- 
way Commission by the members of that body. The Gen- 
eral Counsel of the Grand River Dam Authority signed for 
the Authority. 

11. The stipulation recited in paragraph numbered one 
that the State of Oklahoma agree to dismiss with prejudice 
its case against the Grand River Dam Authority, the 
members of its board and others. 

Paragraph numbered two recited that the Governor agreed 
to revoke his order declaring martial law. 

Paragraph three recited that the Federal Works Agency, 
acting through the Public Roads Administration and the 
Work Projects Administration, agreed to participate in the 
construction of certain specified roads in the State by the 
Highway Commission. The Public Roads Administration 
also agreed to the extent permitted by law to participate in 
the projects specified. 

In the first category of projects in this paragraph, bridges 
are identified on highways numbered 59, 10, and 60. The 
total cost of these projects was stated to be $786,100 and of 
that amount Federal funds were specified at $398,209.98, and 
State funds $387,890.02. Certain secondary bridge projects 
were also identified at a total cost of $830,100 of which Fed- 
eral funds were specified at $421,450.78, and State funds 
$408,649.22. Federal funds for the projects above were to 
be provided by the Public Roads Administration. 

In the second category of projects in paragraph three, the 
Work Projects Administration agreed to participate on 
eleven projects at an estimated cost to it of $268,500 and a 
cost of $837,800 to the State, for a total of $1,106,300. 

In addition to the above, the Work Projects Administra- 
tion agreed, to the maximum extent permitted by law, to 
participate in projects to be located and constructed at times 
and places mutually agreeable, to the extent of a total esti-- 
mated outlay of $438,000. 
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In paragraph four of the stipulation the State and the 
Highway Commission agreed to accept the Grove Bridge 
which had been erected at the expense of the Authority as 
previously noted and to perfect its approaches. 

The Highway Commission agreed, in paragraph five, to 
renounce any claims it had or might later have against the 
Authority on account of inundation of public lands occa- 
sioned by the operation of the project to an elevation of 755 
feet above mean sea level at the dam. 

In paragraph six the United States agreed to move to dis- 
miss with prejudice its suit, No. 351, in the United States 
District Court against the Governor and others. 

In paragraph seven the Authority agreed to move to dis- 
miss its cross petition in the Federal court case. 

In paragraph eight the parties agreed to take the neces- 
sary formal steps to accomplish the purposes described above. 
The stipulation was filed with the United States District 
Court on February 25, 1941. 

12. Plaintiff’s claim here is based on the stipulation, all of 
the steps thereunder having been taken, except the payment 
in full of the sums specified from the Federal Works Agency 
through the Work Projects Administration. The sum of 
$54,480.29 was paid by the Agency before it was abolished. 
Defendant asserts that the stipulation was not signed for the 
Federal Works Administrator by anyone with authority to 
do so and, further, that as to the Federal Works Agency the 
stipulation was without consideration. Plaintiff claims 
$652,019.71 as the balance due it from the sums specified in 
the stipulation as commitments of the Federal Works 
Agency. The funds specified in the stipulation to be made 
available through the Public Roads Administration are not 
here in issue and are admitted by plaintiff to have been made 
available. 

13. The Work Projects Administration was abolished on 
July 30, 1943, and its unexpended funds were transferred 
to the Treasury account designated as miscellaneous re- 
ceipts. The Federal Works Agency was abolished on July 
1, 1949, and its functions were transferred to the General 
Services Administration. 
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14. The United States successfully asserted and relied 
upon the stipulation of February 21, 1941, in subsequent liti- 
gation to defeat a claim of the State for additional compen- 
sation for flowage easements between 750 and 755 feet, con- 
tending that the stipulation had not been “cancelled, re- 
scinded, set aside or modified” and that it was in full force 
and effect. The United States Circuit Court of Appeals 
for the Tenth Circuit so held on April 29, 1948 (168 F.2d 
858). 

15. The attorney, who represented the Federal Works 
Agency and who “without reservation” signed the stipula- 
tion on its behalf, was sent to Oklahoma by the head of his 
agency to endeavor to reach such an agreement which would 
settle all disputed questions at issue. He met with State 
and Federal officials in Oklahoma. He was accompanied by 
a member of the staff of the Attorney General of the United 
States, who was especially designated by his superior to han- 
dle this particular problem. These men, who were what one 
of them called a “task force for settlement,” were concerned 
about the possibility that the State might succeed in its 
claims and that the Federal Works Administration which 
was the holder of a large amount of the bonds of the Grand 
River Dam Authority might be the real losing party in 
interest. It was to forestall such a contingency that the 
agency in Washington had earlier approved expenditure of 
funds of the Authority to build the Grove Bridge. The 
FWA lawyer estimated that these claims of the State 
against the Authority could approximate two and a half 
million dollars which is considerably in excess of the figures 
reported in findings 7 and 8. This attorney was motivated 
also in his wish to effect a settlement by a desire to secure 
the cooperation of the Governor in the future for the prose- 
cution of the project in such a manner as not to jeopardize 
the investment of the United States in the Authority’s bonds. 
These aims were accomplished by the stipulation. 

16. The agents of the United States who signed the stipu- 
lation acted as they did with authority. The stipulation was 
without limitation as to the time within which the Federal 
funds would be supplied. The figures in the stipulation were 
negotiated and represented at the time a compromise be- 
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lieved reasonable by both sides. Plaintiff’s claim is based 
on the stipulation as previously noted. Plaintiff expended 
in excess of $2,714,844.62 on highway projects it considered 
were made necessary by construction of the Grand River 
Reservoir. The defendant provided approximately 52 per- 
cent of the funds spent. 
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SEPTEMBER 8 (legislative day, SrpremsBer 5), 1959.—Ordered to be printed 


Mr. Eastuanp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 5896] 


The Committee on the Judiciary, to which was referred the bill 
(H.R. 5896) to provide for the entry of certain relatives of U.S. citizens 
and lawfully resident aliens, having considered the same, reports 
favorably thereon with amendments and recommends that the bill, as 
amended, do pass. 

AMENDMENTS 


1. On page 2, line 3, after the word “brothers’’, insert a comma and 
strike the word ‘‘or’’. 

2. On page 2, line 4, strike the words “‘or the’’. 

3. On page 2, line 13, strike the words “the effective date of the 
said Act” and insert in lieu thereof, the following: “(December 31, 
1953”. 

4. On page 2, lines 17, 18, and 19, strike the language, “the un- 
married son or daughter under twenty-one years of age of the bene- 
ficiary of such petition,” and insert in lieu thereof the following: ‘the 
children of such alien,”’. 

5. On page 2, line 19, strike the words ‘“‘a nonquceta immigrant” and 
substitute in lieu thereof, the words ‘‘nonquota immigrants”. 

6. On page 2, lines 21 and 22, strike the words “‘a nonquota immi- 
grant visa” and substitute in lieu thereof, the words, “nonquota immi- 
grant visas’’, 
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7. On page 3, lines 1 through 19, delete Src. 5. (a) and insert in 
lieu thereof, the following: 


Sec. 5. (a) Section 205(b) of the Immigration and 
Nationality Act (66 Stat. 180) is hereby amended to read: 

“(b) Any citizen of the United States claiming that any 
immigrant is his spouse or child and that such immigrant is 
entitled to a nonquota immigrant status under section 
101(a)(27)(A), or any citizen of the United States claiming 
that any immigrant is his parent or unmarried son or un- 
married daughter and that such immigrant is entitled to a 
quota immigrant status under section 203(a)(2), or any alien 
lawfully admitted for permanent residence claiming that 
any immigrant is his spouse or his unmarried son or his 
unmarried daughter and that such immigrant is entitled to 
a quota immigrant status under section 203(a)(3), or any 
citizen of the United States claiming that any immigrant is 
his brother or sister or his married son or his married daughter 
and that such immigrant is entitled to a preference under 
section 203(a)(4) may file a petition with the Attorney 
General. No petition for quota immigrant status or a 
preference in behalf of a son or daughter under paragraphs 
(2), (3), or (4) of section 203(a) of the Immigration and 
Nationality Act shall be approved by the Attorney General 
unless the petitioner establishes that he is a parent as defined 
in section 101(b)(2) of the Immigration and Nationality Act 
of the alien in respect to whom the petition is made. The 
petition shall be in such form and shall contain such informa- 
tion and be supported by such documentary evidence as the 
Attorney General may by regulations prescribe. The peti- 
tion shall be made under oath administered by any individual 
having authority to administer oaths, if executed in the 
United States, but, if executed outside the United States, 
administered by a consular officer.” 


8. On page 4, strike out subsection (c), and insert in lieu thereof, 
the following subsection (c): 


(c) Aliens who have been granted a preference under par- 
agraph (4) of section 203(a) of the Immigration and Nation- 
ality Act pursuant to petitions heretofore approved by the 
Attorney General on the ground that they are the adopted 
sons or adopted daughters of United States citizens shall 
remain in that status notwithstanding the provisions of sec- 
tion 1 of this Act, unless they acquire a different immigrant 
status pursuant to a petition hereafter approved by the 
Attorney General. 


9. On page 5, line 2, change the period to a colon and add the 
following: 


Provided further, That, upon his application for an immigrant 
visa, and for his admission into the United States, the alien 
is found to have retained his relationship to the petitioner, 
and status, as established in the approved petition. 
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PURPOSE OF THE AMENDMENTS 





The amendments are technical in nature and are for the purpose 
of clarification. 
PURPOSE OF THE BILL 














































The purpose of the bill, as amended, is to reclassify certain close 
relatives of U.S. citizens and aliens lawfully admitted for permanent 
residence in the United States under paragraphs (2), (3), and (4) of 
section 203(a) of the Immigration and Nationality Act, as amended, 
which establish the quota immigrant status or preference for such 
relatives under the individual quotas for each quota area. This 
reclassification would expedite the reuniting of certain families. 

The bill would also limit the grant of nonquota status to certain 
adopted alien children under section 101(b)(1)(E) of the Immigration 
and Nationality Act, as amended. 


STATEMENT 






Under paragraphs (2), (3), and (4) of section 203(a) of the Immigra- 
tion and Nationality Act (8 U.S.C. 1152(a)) preferences are estab- 
lished for certain close relatives of U.S. citizens and aliens lawfully 
admitted into the United States for permanent residence. The com- 
mittee has observed the administration of those provisions and believes 
that the recognized principle of avoiding separation of families could 
be furthered if certain categories of such relatives were reclassified 
in the various preference portions of the immigration quotas. 

A letter, dated June 23, 1959, to the chairman of the Committee 
on the Judiciary of the House of Representatives from the Deputy 
Attorney General, relating to the bill, reads as follows: 


DEPARTMENT OF JUSTICE, 
OrricE oF THE Deputy AtroRNEY GENERAL, 
June 23, 1959. 
Hon. EMANvEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 


Dear Mr. CuatrMan: This is in response to your request for the 
views of the Department of Justice concerning the bill (H.R. 5896) 
to provide for the entry of certain relatives of U.S. citizens and 
lawfully resident aliens. 

Under existing law (sec. 203(a)(4) of the Immigration and Na- 
tionality Act) aliens who are the sons or daughters of citizens of the 
United States are accorded fourth preference in the allocation of 
immigrant visas within quotas. Under section 1 of the bill the adult 
unmarried sons or daughters of citizens of the United States would 
be placed in the second-preference category. 

Existing law (sec. 203(a)(3) of the Immigration and Nationality 
Act) places minor children of aliens lawfully admitted for permanent 
residence in the third-preference category for allocation of immigrant 
Visas within quotas. Section 2 of the bill would provide for extension 
of the third-preference category to include unmarried sons or daughters 
of lawful resident aliens. 

At present, the brothers, sisters, sons, or daughters of U.S. citizens 
are entitled to a preference of up to 25 percent of the immigrant 
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visas available but not used for the first three preference categories 
in section 203(a) of the act. Section 3 of the bill would amend exist- 
ing law to give a preference of not to exceed 50 percent of such visas 
to brothers or sisters or the married sons or daughters of U.S. citizens 
and the same preference would be made available to the spouses an 
children ceteine stepchildren of such immigrants if accompanying 
them to the United States. 

Under section 4 of the bill any alien who prior to December 24, 
1952, is registered for a visa on the consular waiting list and is eligible 
for a quota immigrant status under section 203(a) (2), (3), or (4) of 
the Immigration and Nationality Act on the basis of a visa petition 
approved by the Attorney General prior to January 1, 1959, shall be 
issued a nonquota visa provided he is found to have retained his 
relationship to the petitioner, and status, as established in the ap- 
proved petition. 

The amendment provided by section 5 of the bill would have the 
effect of limiting section 101(b)(1)(E) of the Immigration and Na- 
tionality Act so that not more than two adopted children as defined 
therein may be the beneficiaries of the visa petition for nonquota 
status by one petitioner unless necessary to prevent the separation 
of brothers or sisters. 

Section 6 of the bill would provide that special nonquota immigrant 
visas may be issued to aliens eligible to enter the United States if each 
such alien is found to be the beneficiary of a visa petition under section 
203 (a) (2) and (3) approved by the Attorney General prior to January 
1, 1959, if the visa petition was filed by an alien who himself was 
lawfully admitted into the United States under the provisions of the 
Refugee Relief Act of 1953, as amended. 

In view of the substantive changes which the bill would make in 
section 203 of the Immigration and Nationality Act, it would appear 
necessary also to revise the language of section 205 of the Immigration 
and Nationality Act which prescribes the procedure for granting non- 
quota or preference status by reason of relationship. 

The general effect of the amendments proposed by the bill would 
be to liberalize the provisions of existing law. The Department of 
Justice favors such liberalization and has no objection to the enact- 
ment of the bill. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 


Lawrence E. Wats, 
Deputy Attorney General. 


A letter dated August 10, 1959, to the chairman of the Senate 
Committee on the Judiciary from the Assistant Secretary of State 
reads as follows: 


DEPARTMENT OF STATE, 
Washington, August 10, 1959. 

JaMEs QO. EAstLanp, 
Chairman, Committee on the Judiciary, 
U.S. Senate. 

Dear Senator Eastianp: Reference is made to your letter of 
July 30, 1959, with which you transmitted for the Department’s study 
i report copies of H.R. 5896 entitled “‘An act to provide for the 
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entry of certain relatives of U.S. citizens and lawfully resident aliens” 
as passed by the House of Representatives on July 6, 1959. The 
Department’s earlier report on H.R. 5896 was submitted to the House 
Committee on the Judiciary on June 24, 1959. Since that date the 
bill has been amended by the House and additional statistics have 
been received from the consular posts abroad showing the potential 
number of aliens who may benefit under section 4 of the bill, as 
amended. In endorsing the objectives of H.R. 5896, the Department 
desires to make the following observations: 

Section 1 of the bill would enlarge the second preference class 
now reserved for parents of American citizens, by including therein 
an indeterminate number of unmarried sons and daughters of U.S. 
citizens, who are classifiable as fourth preference quota immigrants 
under existing law. As a consequence of this transfer, the second 
preference portion of several quotas and subquotas, presently current, 
may become oversubscribed. There is set out below a list of countries 
and colonies whose quotas and subquotas, respectively, may be so 
affected by the enactment of section 1 of the bill. The column in 
the middle shows the fourth preference registrations as reported to 
the Department, on May 1, 1959. These figures include married sons 
and daughters, as well as brothers and sisters, of U.S. citizens. 


Quota or subquota |4th preference} Annual quota Quota or subquota 4th preference| Annual quota 
area registrations | or subquota area registrations | or subquota 


5, 668 

235 

100 

384 

100 

100 

100 | ¢ . 6, 488 
438 


100 100 
100 942 
100 | 


There follows a listing of quotas and subquotas wherein the second 
preference portion is already oversubscribed. 


Quota or subquota | 2d preference! Annual quota Quota or subquota | 2d preference | Annual quota 
area area 


registrations | or subquota registrations | or subquota 


Chinese persons 
Jamaican subquota..- 
Trinidad subquota- .. 


MR, Pet 
Philippines 


It appears, therefore, that the inclusion of the unmarried sons and 
daughters of U.S. citizens in the second preference category will 
inevitably prolong the waiting time of many parents of U.S. citizens 
and will cause the second preference portion of many quotas and 
subquotas to become oversubscribed and others to become more 
heavily oversubscribed. 

It may also be pointed out that under some quotas which are now 
experiencing a low second preference demand, such as the quotas of 
Australia, India, Israel, Korea, and New Zealand, first preference 
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appsrente chargeable to these quotas are benefiting presently from 
this situation in that quota numbers which would ordinarily be 
assigned to qualified second preference applicants are being made 
available, as the law prescribes, for the issuance of visas to first 
preference applicants. Hence the enactment of section 1 of the bill 
would also adversely affect such first preference visa applicants. If the 
Congress desires to accord a quota preference to the unmarried sons 
and daughters of U.S. citizens, it would appear more desirable 
to reserve a fixed percentage of each quota for this group without 
disturbing the quota status of parents of U.S. citizens by permitting 
sasaneston sons and daughters to compete for the available numbers 
within the same preference group. In this connection, the Depart- 
ment wishes to invite the committee’s attention to section 20 of the 
administration bill, S. 2178. 

Section 4 of the bill would authorize nonquota immigrant status for 
aliens who have a registration priority earlier than December 24, 
1952, and who are the beneficiaries of a second, third, or fourth 
preference petition approved by the Attorney General prior to January 
1, 1959. Reports received from 87 consular posts indicate that under 
the terms of the bill as introduced in the House, 7,246 aliens would 
benefit from the provisions of section 4. As amended by the House of 
Representatives on July 6, 1959, the spouses and the unmarried sons 
and daughters under 21 years of age of the beneficiaries of such peti- 
tions would also be accorded a nonquota immigrant status. Based 
on reports received to date from 60 consular posts, it is estimated 
that some 4,000 additional aliens would be entitled to nonquota 
status under the amended provisions of section 4. 

Representatives of the Visa Office have suggested to the subcom- 
a staff certain technical changes designed to clarify the language 
of the bill. 

While the Department, as previously stated, endorses the objectives 
of this bill, it would like to point out that the adoption of Congress 
of the formula for a redistribution of unused quota numbers, as con- 
tained in section 1 of S. 2178, would take care of the problem this bill 
is designed to alleviate and would do so on a continuing basis within 
the numerical limits of the quotas established for all quota areas. The 
provisions of section 1 of S. 2178 are based on the recommendations 
of the President as set forth in his messages of February 8, 1956, and 
January 31, 1957, to the Congress. It is believed that if the Presi- 
dent’s formula for redistributing unused quota numbers had been 
adopted when it was first proposed the backlog demands on the prefer- 
ence categories would have been eliminated within 2 years afte its 
enactment. In addition to meeting a recurring problem on & perma- 
nent basis, it would obviate the necessity for such legislation as sec- 
tions 9 and 12 of the act of September 11, 1957, and section 2 of the 
act of August 21, 1958. The President’s proposals would also tend 
to stabilize the workload in the Department as well as in the field 
thereby avoiding the need for the employment of temporary staffs 
with all its resultant budgetary and personnel problems. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Wituiam B. Macomser, Jr., 
Assistant Secretary 
(For the Secretary of State). 
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Section 1 of the bill, H.R. 5896, would improve the quota immigrant 
status of the unmarried sons or daughters, over 21 years of age, or 
citizens of the United States by moving them from the fourth to the 
second preference in the allocation of immigrant visas within the 
quotas. ‘The second preference is presently available only to parents 
of US. citizens. 

Similarly, under section 2 of the bill unmarried sons and daughters, 
over 21 years of age, of lawfully resident aliens would be placed in 
the third preference category under immigration quotas. That pref- 
erence is presently available only to the spouse and the minor child 
. an alien lawfully admitted for permanent residence in the United 

tates. 

Under section 3 of the bill, accompanying spouses and minor chil- 
dren of immigrants remaining on the fourth-preference classification 
(brothers and sisters of U.S. citizens and alien adult married sons and 
daughters of U.S. citizens) are included in the same preference cate- 
gory which is now enjoyed only by the beneficiary of the approved 
preference petition but not by his immediate family. Consequently, 
the permissive maximum utilization of immigrant visas available 
under each immigration quota for the use of fourth-preference immi- 
grants is raised from 25 to 50 percent. 

Prior to the enactment of the Immigration and Nationality Act 
no preferences were provided by the immigration laws for brothers, 
sisters, and adult children of U.S. citizens. ‘That act also enlarged the 
category of aliens eligible for preference quota status as spouses of 
lawful resident aliens by including husbands. A considerable number 
of prospective immigrants remain registered under registration dates 
earlier than December 24, 1952, the effective date of the present law, 
although preference status was made available to them under the 1952 
act. It is considered equitable and in accordance with the general 
family uniting principle of the immigration laws to enable the bene- 
ficiaries of the preference petitions filed by their relatives (within the 
statutory limits of consanguinity) to be reclassified into nonquota 
status if their names appear on consular waiting lists under a date 
earlier than December 31, 1953. This is achieved by section 4 of 
H.R. 5896. The accompanying spouses and minor children of the 
beneficiaries of the approved preference petitions are included. 

Section 5(a) of the bill, as amended, is technical in nature. It 
brings the procedure under which the Attorney General is authorized 
to approve preference petitions in accord with the rearranged prefer- 
ence provisions of the basic law. The principal purpose of the second 
sentence of section 205(b) of the Immigration and Nationality Act, 
as amended by section 5(a) of this bill, is to make certain that aliens 
adopted by U.S. citizens or lawful resident aliens (other than children 
defined in sec. 101(b)(1)(E) of the Immigration and Nationality Act) 
shall not be eligible for nonquota or preference status under the immi- 
gration and nationality laws. 

Section 5(b) of the bill provides that not more than two children 
adopted by one family may be eligible for nonquota status unless a 
departure from that limitation is desirable for the purpose of prevent- 
ng, the separation of brothers and sisters. 

ection 5(c) of the bill provides that the beneficiaries of fourth 
preference petitions approved prior to the effective date of this act 


8 ENTRY OF CERTAIN RELATIVES OF U.S. CITIZENS 


on the ground that they are the adopted sons or adopted daughters 
of US. citizens will retain their preferential status but they will not 
be reclassified automatically as second preference immigrants as will 
the natural-born sons and daughters of U.S. citizens under section 1 
of the instant bill. 

Section 6 of the bill is designed to complete the operation of the 
Refugee Relief Act of 1953, as amended, by permitting the entry in a 
nonquota status of the members of immediate families of those bene- 
ficiaries of the 1953 law, including those who obtained an adjustment 
of their status pursuant to section 6 of that act, who chose to come 
to the United States without their close relatives and now desire to 
have their families reunited. 

The committee, after consideration of all the facts, is of the opinion 
that the bill (H.R. 5896), as amended, should be enacted. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, while 
existing law in which no change is proposed is shown in roman): 


Section 203(a) oF THE IMMIGRATION AND Nationauiry Act 


Sec. 203. (a)(2) The next 30 per centum of the quota for each quota 
area for such year, plus any portion of such quota not required for the 
issuance of immigrant visas to the classes specified in paragraphs (1) 
and (3), shall be made available for the issuance of immigrant visas 


to qualified quota immigrants who are the parents of citizens of the 

United States, such citizens being at least twenty-one years of age[.] 

= who are the unmarried sons or daughters of citizens of the United 
tates. 

Suc. 203. (a)(3) The remaining 20 per centum of the quota for 
each quota area for such year, plus any portion of such quota not 
required for the issuance of immigrant visas to the classes specified 
in paragraphs (1) and (2), shall be made available for the issuance of 
immigrant visas to qualified quota immigrants who are the spouses 
or the [children] unmarried sons or daughters of aliens lawfully ad- 
mitted for permanent residence. 

Src. 203. (a)(4) Any portion of the quota for each quota area for 
such year not required for the issuance of immigrant visas to the classes 
eres in paragraphs (1), (2), and (3) shall be made available for 
the issuance of immigrant visas to other qualified quota immigrants 
chargeable to such quota. Qualified quota immigrants of each quota 
area who are the brothers, sisters, [sons, or daughters] married sons 
or married daughters of citizens of the United States shall be entitled 
to a preference of not exceeding [25] 50 per centum of the immigrant 
visas available for issuance for each quota area under this para- 
graph[.], and such preference shall be available to the spouses and 
children of such qualified quota immigrants if accompanying them. 
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ENTRY OF CERTAIN RELATIVES OF U.S. CITIZENS 


Section 205(b) or THE ImmicRATION AND Nationauity Act 


Src. 205. (b) Any citizen of the United States claiming that any 
immigrant is his spouse or child and that such immigrant is entitled 
to a nonquota immigrant status under section 101(a)(27)(A), or any 
citizen of the United States claiming that any immigrant is his parent 
or unmarried son or unmarried daughter and that such immigrant is 
entitled to a quota immigrant status under section 203(a)(2), or any 
alien lawfully admitted for permanent residence claiming that any 
immigrant is his spouse or [child] his unmarried son or his unmarried 
daughter and that such immigrant is entitled to a quota immigrant 
status under section 203(a)(3), or any citizen of the United States 
claiming that any immigrant is his brother [sister, son, or daughter] 
or sister or his married son or his married daughter and that such 
immigrant is entitled to a preference under section 203(a)(4) may file 
a petition with the Attorney General. No petition for quota immigrant 
status or a preference in behalf of a son or daughter under paragraphs 
(2), (3), or (4) of section 203(a) of the Immigration and Nationality 
Act shall be approved by the Attorney General unless the petitioner estab- 
lishes that he 1s a parent as defined in section 101(b)(2) of the Immigra- 
tion and Nationality Act of the alien in respect to whom the petition is 
made. The petition shall be in such form and shall contain such 
information and be supported by such documentary evidence as the 
Attorney General may by regulations prescribe. The petition shall 
be made under oath administered by any individual having authority 
to administer oaths, if executed in the United States, but, if executed 
outside the United States, administered by a consular officer. 


Section 205(c) oF THE IMMIGRATION AND Nationatity Act 


Src. 205. (c) After an investigation of the facts in each case the 
Attorney General shall, if he determines the facts stated in the peti- 
tion are true and that the alien in respect to whom the petition is 
made is eligible for a nonquota immigrant status under section 101 
(a)(27)(A), or for a quota immigrant status under section 203(a) (2) 
or 203(a)(3), or for a preference under section 203(a) (4), approve the 
—o and forward one copy thereof to the Department of State. 

ot more than two such petitions may be approved for one petitioner in 


behalf of a child as defined in section 101(6)(1)(E), unless necessary to 
prevent the separation of brothers or sisters. The Secretary of State 
shall then authorize the consular officer concerned to grant the non- 
quota immigrant status, quota immigrant status, or preference, as the 
case may be. 

Sections 4, 5(c), and 6 of the bill are proposed new legislation and 
do not amend existing law. 
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SEPTEMBER 8 (legislative day, SepremBer 5), 1959.—Ordered to be printed 


Mr. ANDERSON, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


together with 


INDIVIDUAL VIEWS 
(To accompany S. 1537] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 1537) to establish a national mining and minerals 
policy, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of Senate bill 1537 is to concisely enunciate an overall 
national minerals policy. The bill further declares that— 
It shall be the duty of the Secretary of the Interior to carry 
out this policy in such programs as may be authorized by law 
other than this Act— 
and directs the Secretary of Interior to include in his annual report to 
the Congress— 
a report on the state of the domestic mining and minerals 
industry, including a statement of the inead of utilization 
and depletion of these resources, together with such recom- 
mendations for legislative programs as may be necessary to 
implement the policy of this Act. 


BACKGROUND 


Since the early days of World War I, and particularly during World 
War II and the Korean conflict, Congress has wrestled with the so- 
called “minerals problem”. The solution, experience has demon- 
strated, is neither simple or easy. 

And, yet, the best interests of the Nation, ours being a minerals- or 
metals-based economy and way of life, cries for a solution. 
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The basic question is shall it be the national policy to maintain a 
sound and stable domestic minerals industry so that in times of 
emergency America shall be, as nearly as is possible, self-sufficient in 
her minerals requirements, and in peacetime protected against price 
gouging. 

To attain a measure of self-sufficiency in times of emergency, we 
as a government, have built up vast stockpiles of strategic and critical 
materials, most of which have been obtained from foreign sources, 
But, and this is of vital importance, total adequacy in times of emer- 
gency, also encompasses and requires the maintenance of a going, 
operating and producing domestic minerals industry during and 
throughout emergency periods. 

As to peacetime protection against price gouging, experience has 
shown that foreign cartels, when any large segment a dveasitin mining 
is forced to close down, take over and are without conscience in the 
setting of prices they charge. 

Thus, it is greatly in the interest of the ultimate consumer, the 
man who pays the bill, and in the best interest of his pocketbook to 
keep alive, on a sound and stable basis, the domestic minerals industry 
as a governor to prevent runaway prices for basic raw materials re- 
quired by the Nation’s gigantic industrial complex. 

Many laws, most of them enacted in wartime or during periods 
designated as being a “‘state of emergency,” have had in their pre- 
ambles varying declarations as to what, at the moment, was con- 
sidered to be the national minerals policy. None, however, has pin- 
pointed the problem or concisely enunciated an overall policy. 


HEARINGS 


The committee heard testimony on August 13 by Frederick H., 
Mueller, Secretary of Commerce, and on August 31 by Royce A. 
Hardy, Assistant Secretary of Interior, in support of S. 1537. 

Departmental suggestions that the bill be amended were not 
adopted by the committee. 

In addition to hearing the two aforementioned officials, the com- 
mittee gave full consideration to the record of hearings held June 25 
through July 2, by the House Committee on Interior and Insular 
Affairs as to the need for enunciation of a national minerals policy 
during which scores of industry witnesses urged such a declaration. 


DEPARTMENTAL REPORTS 


The reports of the Department of the Interior and the Bureau of 
the Budget are set forth as follows: 


U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., August 10, 1959. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 


Dear Senator Murray: This is in response to your request for 


the views of this Department on S. 1537, a bill to establish a national 
mining and minerals policy. 
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The purpose of this bill is to declare for the Federal Government a 
national minerals policy to— 

(1) develop an economically sound and stable domestic mining 
and minerals industry, 

(2) develop domestic mineral reserves and resources necessary 
to assist satisfaction of industrial and security needs, and 

(3) promote the wise and efficient use of our mineral resources 
by research programs. 

The bill would make the Secretary of the Interior responsible for 
carrying out this policy in such programs as authorized by the Con- 
gress. Further, the bill would require the Secretary of the Interior to 
submit to the Congress a report on the state of the domestic mining 
and minerals industry together with such recommendations for legis- 
lative programs as he deems necessary to implement this policy. 

The Department favors the enactment of S. 1537. 

The Department concurs in the three objectives of the policy state- 
ment set forth in section 2 of the bill. You will recall that the Cabinet 
Committee on Minerals Policy made similar recommendations to the 
President in its report of November 30, 1954. The present adminis- 
tration approved that report and, although not specifically required 
to do so by law, has since made several legislative proposals embodying 
the suggested policy. In this connection, this Department has made 
definite program proposals to the Congress. This Department has 
repeatedly stated its position in favor of the maintenance of sound 
domestic minerals and metals industries. 

The Department believes wholeheartedly that the search for new 
minable domestic ore reserves and the pursuance of research programs 
to make better use of what we have, as well as to find substitutes for 
what we have not, is in the national interest. Continuously, pro- 
grams and activities are being initiated and carried out by the Govern- 
ment which have as their objectives the wise and full use of our natural 
mineral resources on a soe basis. For example, in June of 1957 this 
Department submitted to the Congress a proposal to declare it to be 
the policy of the Congress to stimulate exploration for minerals by 
providing for a permanent Federal program for participation with 
industry in the continuation of aggressive domestic exploration for 
minerals. This proposal was passed by the Congress last year (Public 
Law 701). Also, at the request of this Department, additional funds 
have been provided by the Congress for expansion of programs of the 
Bureau of Mines and the Geological Survey which directly assist in 
promoting the health and vigor of the domestic mining and minerals 
industries. 

It should be pointed out that the United States, like all highly in- 
dustrial nations, is dependent upon foreign sources for portions of its 
requirements of minerals and metals. ‘hese requirements must be 
satisfied in a manner which is conducive to securing a continuing 
availability of supply for our industries while at the same time develop- 
ing to the fullest extent the economic and efficient use of our own 
resources. ‘Trade in minerals and metals is competitive; hence the 
limits of full economic use, either of our own or foreign production, 
depends in great measure on the price of the material in the world 
markets. This competitive world market price in a free enterprise 
economy determines in great measure the source of world market 
supplies. It should be further pointed out that shifts in trends of 
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utilization of various commodities have effects on production and trade 
patterns. All of these factors and many others must be taken into 
consideration when sound minerals programs are developed. 

For the reasons above stated, it is our belief that the intent of 
paragraph (2) of section 2 would be more clearly expressed if the words 
‘necessary to assure’, appearing in line 10, page 1, were deleted and 
there were inserted in lieu thereof the words ‘‘which contribute to the”, 

It is suggested, also, that the words “‘include in his annual report 
to the Congress a report’’, appearing in lines 5 and 6, page 2, be deleted 
and that there be inserted in lieu thereof the words “report annually 
to the Congress”. This recommendation is made because there is no 
single report made by the Secretary of the Interior to the Congress 
covering all areas of his responsibility. 

It should be observed that while the policy statement contained in 
S. 1537 would make it the responsibility of the Secretary of the Interior 
to make such recommendations for legislative programs as may be 
necessary to implement the policy of the bill there are other govern- 
mental agencies which have prime responsibility for programs which 
directly or indirectly affect the objectives sought by the bill. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Evmer F, Bennett, 
Under Secretary of the Interior. 


EXEcurIvE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupGET, 
Washington, D.C., August 4, 1959. 
Hon. James E. Murray, 
Chairman, Interior and Insular Affairs Committee, 
U.S. Senate, Washington, D.C. 

My Dear Mr. Cuarrman: This will acknowledge your letter of 
April 9, 1959, inviting the Bureau of the Budget to comment on S. 
1537, a bill to establish a national mining and minerals policy. 

The bill would declare it to be the policy of the Federal Govern- 
ment to foster and encourage— 

1. the development of an economically sound and stable 
domestic mining and minerals industry. 

2. the orderly development of domestic mineral resources 
and reserves. 

3. mining, mineral, and metallurgical research to promote the 
wise and efficient use of our mineral resources. 

The bill also provides that the Secretary of the Interior be respon- 
sible for carrying out the policy and for making reports to the Congress. 

In a separate report which the Department of the Interior is making 
on S. 1537, the Department indicates that it approves of the objectives 
of the bill and suggests certain language changes. The Department 
also observes that there are other Government agencies which have 
prime responsibility for programs which directly or indirectly affect 
the objectives sought by the bill. We would expect tha® under the 
normal procedures in the executive branch, the views of other agencies 
would be taken into account prior to the submission of any legislative 


recommendations referred to in the last sentence of section 2 of the 
bill. 
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If amended to conform to the language changes suggested by the 
Department of the Interior, the Bureau of the Budget would have no 
objection to the enactment of S. 1537. 

Sincerely yours, 


Puiturp S. Hueuss, 
Assistant Director for Legislative Reference. 


COMMITTEE RECOMMENDATION 


The committee recommends, in the interest of national security, in 
the interest of a sound national economy, impossible without a thriv- 
ing domestic mining and minerals industry, and in the interest of the 
consuming public, passage of Senate bill 1537. 





INDIVIDUAL VIEWS 


We, the undersigned, concur with the other members of the com- 
mittee that S. 1537 should be enacted and want to make clear the 
reasons for our belief. 

It is generally agreed among officials of the Federal Government, 
members of the Senate Interior Committee and representatives of the 
mining industry that it is a proper function of the Federal Govern- 
ment, through research projects and otherwise, to assist in the develop- 
ment of domestic mineral reserves and resources. Similarly, it is 
agreed that the Federal Government should assist in developing new 
and more efficient methods for exploration and new techniques for 
the development, mining and beneficiation of domestic mineral 
reserves. 

Various programs of the Government are presently directed toward 
accomplishment of these objectives. However, it is the view of the 
undersigned that increased emphasis should be placed on these 
activities to halt wherever possible the increasing dependency on for- 
eign sources for supplying our basic mineral requirements. 

The depressed conditions prevailing within certain areas of the 
domestic minerals economy, together with the lack of expressed 
authority for any Federal agency to cope with this problem, attest 
to the need for a broader legislative framework within which a sound, 
efficient and stable domestic mining industry may be assured. It is 
our view that a single agency, the Department of the Interior, should 
be assigned the task of developing legislative recommendations 
toward this end, and that the same agency should assume the responsi- 
bility of carrying out programs authorized within this expanded 
legislative framework. S. 1537 as reported by the committee so 
provides. 

The statement of policy contained in S. 1537 makes no attempt to 
establish any particular method or methods to be used in fostering 
and developing our national mineral resources. It does, however, for 
the first time clearly state that the minerals industries are of such 
importance to the national welfare as to command a particular place 
in Government considerations. The new authority and responsibility 
given to the Secretary of the Interior would insure that Congress be 
continuously informed on the trend of minerals resource development 
and utilization, and the health and vigor of the minerals-producing 
industries, so that it could take action where necessary and feasible 
to assure the economy of the supplies of mineral raw material needed 
for peacetime industrial operations, as well as national security 
requirements. 

The bill would also establish as a clear and permanent md that 
the Federal Government has a role in fostering the development of 
necessary mineral reserves and will promote the wise and efficient use 
of our domestic mineral resources. 

Most importantly, the bill would clarify for the foreign producers 
that, as a matter of policy, we plan to foster a stable domestic mining 
industry and that while we welcome supplemental mineral supplies 
from abroad, we will act to preserve a fair share of our domestic market 
for domestic producers. 
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The policy established in the bill for “the development of an 
economically sound and stable domestic mining and minerals indus- 
try,” of necessity and inevitably brings us to the problem faced by 
numerous segments of the domestic mining industry—foreign imports. 
The adoption of such a policy does not imply walling off this country 
from the importation of mineral resources. It does, and should be 
interpreted to mean, that the Government of this country does not 
propose to stand by while a segment of the minerals industry is elimi- 
nated by foreign imports. This is the first, and perhaps most impor- 
tant, problem dealt with by the bill. The undersigned believe that 
the time has come when we must announce to the world that we 
intend to pecner rs a healthy and going mining industry in this country. 

This bill does not specifically approve any particular technique, Tt 
does establish as a foundation only the objectives of the Federal 
Government, and a framework for reaching those objectives. 

The bill’s significance lies in its establishment of direction for all 
connected with the minerals industry. It is intended to guide officials 
of the Department of the Interior in recommending to the Congress 
specific action programs to assist specific segments of the mining 
industry. It is intended, likewise, to give direction to officials of the 
Department of State, the Department of Commerce, the Depart- 
ment of Defense, or the Department of the Interior who may be in- 
volved in negotiations of international agreements on the level of 
production of minerals. It is likewise intended as a further guideline to 
such independent executive agencies as the Office of Civil and Defense 
Mobilization, the General Services Administration, and the Tariff 
Commission in connection with the consideration by those organiza- 
tions of mining and minerals problems. 


This policy is designed deliberately in general terms, recognizing 
the need for flexibility. It could not be otherwise. This was noted 
by Secretary of the Interior Fred Seaton, when he appeared before the 


— on Interior and Insular Affairs in 1957, when he observed 
that— 


The administration believes that the Federal Government 
has a proper role to play in keeping this important group of 
American industries healthy and strong. The long-range 
minerals program is designed to serve this purpose, within 
the scope of proper Federal activity and within the limits 
iaetmued by the Government’s other responsibilities, both 
to the people of the United States and to the community of 
free nations * * *, Such a program, of course, cannot be 
rigid and fixed and permanent. Tt is intended to be a sensi- 
tive and sensible response to certain economic facts; and 
such facts, in a dynamic and expanding economy, such as 
ours, constantly change. For this reason the program would 
demand continual scrutiny and review. Such review would 
assure that the program would be as sound for the needs of 
tomorrow as we believe it is for the needs of today. 


The undersigned believe that it is important that this policy be 
enacted in the form of a law and with full and binding effect. The 
committee has also reported a resolution expressing the sense of the 
Congress. We believe it is important that the clearest possible na- 
tional minerals policy be stated in the form of a law enacted under 
constitutional procedure and binding on all agencies of the Govern- 
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ment. That the Department of the Interior concurs is made clear in 
a colloquy between Senator Allott and Assistant Secretary of the 
Interior, Royce Hardy, in recent hearings on this bill: 


Harpy. We think that should this become law it would 
have a very helpful effect on us and some of the other agencies 
of the Government that can’t help but get into the minerals 
area, such as the transportation rates fixed on minerals de- 
termined by the Interstate Commerce Commission. We 
think it will make clear the intent of Congress, to make it 

asier to work within the framework of a minerals policy as 
laid out in S. 1537. * * * 

Autort. S. 1536 would place, I believe for the first time, 
a ge the Department of the Interior and in the Department 
of the Interior the responsibility for an overall minerals pro- 
gram. Do you understand that this statement is correct? 

Harpy. That is right, sir, as we understand the bill, the 
responsibility would be placed squarely in the Department. 

Auuorr. If this is to be accomplished, isn’t it more 
desirable to have this done by lav racher than by a concur- 
rent resolution which merely expresses the sense of Congress? 

Harpy. The Department feels that it would be desirable 


to have it on a more of a permanent basis where we could 
continue the work. 


The Congress has on numerous occasions enacted specific measures 
designed to encourage the development of the Nation’s mineral 
resources, These have included the various mining and mineral 
leasing acts designed to open the public demain to mining, the estab- 
lishment of agencies, such as the Geological Survey and the Bureau 
of Mines, and provisions within the tax and tariff laws directly related 
to the minerals industry. The Congress has also made rather broad 
policy statements regarding the development of mineral resources for 
the Nation’s defense and security. 

The Congress, however, has never made it clear that the instru- 
mentalities of Government are to be used to foster and promote the 
wise and orderly development of the natural mineral resources of the 
country in the interest of the long-term peacetime expansion of the 
U.S. economy. 

This, S. 1537 would do, if enacted. 

S. 1537 would place primary responsibility in the Secretary of the 
Interior for implementation of this policy. The legislation would 
grant him broad authority to do such things as conduct continuing 
studies of the impact upon the domestic minerals industries of im- 
ports, tax and fiscal policies, and other factors affecting the develop- 
ment of mineral resources; to collect needed information at home and 
abroad as to reserves, costs, and other factors relating to production 
and utilization; and to recommend to the Congress measures needed 
to encourage development of the country’s mineral resources. 


Gorpon ALLOTT. 
Henry C. Dworsnak. 
Tuomas E. Martin. 
Tomas H. KucHet. 
Barry GoLpwatTER. 
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The Committee on Interior and Insular Affairs, to whom was re- 
ferred the concurrent resolution (H. Con. Res. 177) declaring the 
sense of Congress on the depressed domestic mining and mineral in- 
dustries affecting public and other lands, having considered the same, 
report favorably thereon without amendment and recommend that 
the concurrent resolution do pass. 


BACKGROUND 


Since the early days of World War I, and particularly during World 
War IJ and the Korean conflict, Congress has wrestled with the so- 
called ‘‘minerals problem.”” The solution, experience has demon- 
strated, is neither simple nor easy. 

And, yet, the best interest of the Nation, ours being a minerals or 
metals-based economy and way of life, cries for a solution. 

The basic question is: Shall it be the national policy to maintain a 
sound and stable domestic minerals industry so that in times of 
emergency America shall be, as nearly as possible, self-sufficient in 
her minerals requirements, and in peacetime protected against price 
gouging? 

To attain a measure of self-sufficiency in times of emergency, we, as 
& government, have built up vast stockpiles of strategic and critical 
materials, most of which have been obtained from foreign sources. 
But—and this is of vital importance—total adequacy in times of emer- 
gency also encompasses and requires the maintenance of a going, 
Operating, and producing domestic minerals industry during and 
throughout emergency periods. 
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As a peacetime protection against price gouging. experience has 
shown that foreign cartels, when any large segment of domestic mining 
is forced to close down, take over and are without conscience in the 
setting of prices they charge. 

Thus, it is greatly in the interest of the ultimate consumer, the 
man who pays the bill, and in the best interest of his pocketbook to 
keep alive, on a sound and stable basis, the domestic minerals industry 
as @ governor to prevent runaway prices for basic raw materials re- 
quired by the Nation’s gigantic industrial complex. 

Many laws, most of them enacted in wartime or during periods 
designated as being a “state of emergency,” have had in their pre- 
ambles varying declarations as to what, at the moment, was con- 
sidered to be the national minerals policy. None, however, has pin- 
pointed the problem or concisely enunciated an overall policy. 


PURPOSE OF THE RESOLUTION 


The purpose of House Concurrent Resolution 177 is to concisely 
enunciate an overall national minerals policy through an expression 
of the sense of the Congress. The resolution also requests the 
President— 

(a) to have reviews made at once of the existing programs of 
the departments and agencies of the executive branch with the 
purpose of using them more effectively to provide for increased 
production and employment in critically depressed domestic 
mining and mineral industries; 

(6) to advise the Congress at the earliest possible date as to 
the actions taken or proposed to be taken to this end; and 

(c) to submit any reorganization plans or recommendations 
for legislation that may be necessary to accomplish this objective. 

In connection with the request that the President make recom- 
mendations in respect to legislation necessary to implement the 
congressional declaration defining the national minerals policy, the 
committee calls attention to the fact that for more than half a decade 
the executive department has been promising to submit to the Con- 

ress what it has chosen to call an overall long-range minerals program. 

o date, however, only piecemeal, disjointed legislation, covering less 
than one-fifth of the list of strategic and critical minerals list, has 
been submitted. 

It is felt that a request directly addressed to the Chief Executive 
will cause the setting in motion of all the vast machinery of govern- 
ment to formulate implementation of— 


the sense of Congress that the maintenance and development 
of a sound and stable domestic mining and minerals industry, 
without critical dependence upon foreign sources, is essential 
to national security and the welfare of the consuming public. 


The committee hastens to point out that the President is not ordered 
by the resolution to do anything; rather, he is requested to cooperate 
with the Congress in a matter that Congress conceives to be in the 
best national interest, namely— 


a sound and stable mining and minerals industry * * * 


essential to national security and the welfare of the consum- 
ing public 
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HEARINGS 


The House of Representatives Committee on Interior and Insular 
Affairs held extensive and intensive hearings, from June 25 through 
July 2, 1959, on the resolution and companion legislation. Only 
industry witnesses were heard orally and all testified as to the need 
for the resolution. 

The Senate Interior and Insular Affairs Committee did not hear 
industry witnesses, but did carefully consider the transcript of the 
House hearings. It also heard testimony by Frederick H. Mueller, 
Secretary of Commerce, on August 13; and Royce A. Hardy, Assistant 
Secretary of the Interior, on August 31, 1959. 


RESOLUTIONS AND BILL CONSIDERED 


Your committee also gave consideration to Senate Concurrent 
Resolution 63, Senate Joint Resolution 107, and Senate bill 1537, all 
of the same general import as House Concurrent Resolution 177. 

S. 1537, subject of a separate report, and still to be considered by 
the House of Representatives after Senate enactment, was also 
reported out by the committee at the same time as House Concurrent 
Resolution 177. 

CONCLUSIONS 


The committee is in full agreement with the findings of the House 
committee and specifically calls attention to the following excerpts 
from that committee’s report: 


The facts recited by the various witnesses in the hearings 


and additional information contained in this report abun- 
dantly confirm the existence of a state of emergency in im- 
portant segments of the domestic metal and mineral industry 
and in Many mining communities in the United States. The 
existence of satisfactory conditions in other segments does 
not overcome this fact. 

After due consideration of other factors, including mech- 
anization, changes in technology, interindustry competition, 
and the effects of monetary inflation, the committee feels that 
the principal cause of the depressed conditions that presently 
exist stems from excessive imports. Foreign mining opera- 
tions have been overexpanded and much of the excess “produc- 
tion capacity stems directly or indirectly from U.S. Govern- 
ment actions. 

The constant threat of overproduction abroad is an effec- 
tive deterrent to recovery of the domestic industries affected. 

Another conclusion to be drawn from the record is that 
authorized administrative remedies, particularly those avail- 
able under the escape clause provisions of the latest Trade 
Agreement Extension Act, have not been fully utilized. The 
plight of the lead-zine industry is the direct result of adminis- 
trative procrastination. Such actions as were taken were 
too little and too late. 

The testimony also indicates that the wide dispersion of 
responsibilities for dealing with problems of the mining 
industry has contributed to confusion and inaction in the 
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executive branch of the Government. The Minerals Ad- 
visory Council which was appointed by the Secretary of the 
Interior after World War it was disbanded. One witness 
testified that there has not been an advisory council called 
by any agency of the Government in almost 10 years. 

Comments that increased prices for a limited number of 
mineral raw materials would be inflationary miss the point 
that only certain segments of the industry need help. 
Moreover, the help they need would be too small to produce 
a significant effect on our overall economy even if it were not 
offset by benefits, which the committee believes, would far 
outweigh the cost. 

Specifically, the testimony before the Subcommittee on 
Mines and Mining and the other information available to the 
committee show that: 

1. Mining and the extraction of minerals from Federal, 
State, and privately owned lands situated within the United 
States and its Territories and possessions are basic industries 
upon which the transporting, processing, and distributing 
industries and the consumers of the Nation depend. 

2. Government programs for the establishment and main- 
tenance of national stockpiles of strategically important 
metals and minerals and for the development of mine and 
plant capacities for the production thereof, administered 
through Government purchases, contracts, loans, grants, 
technical assistance, barter, and other means, have resulted 
in the abnormal and artificial stimulation of foreign metal and 
mineral exploration and development and the expansion of 
foreign capacities for the production of metals and minerals. 

3. Increased foreign production of certain metals and 
minerals, together with downward revision of national stock- 
pile requirements, has resulted or threatens to result in de- 
pressed domestic prices for these materials, drastic curtail- 
ment of domestic production, economic disaster to individual 
firms, hardship for dependent industries, extensive unemploy- 
ment, and severe contraction of business in the affected 
communities. 

4. An emergency exists since further delays in the recovery 
of the domestic mining and mineral industries would cause 
irreparable damage to mining and mineral properties, wast- 
age of human and natural resources, and loss of productive 
capacity, and would have a depressing effect upon the na- 
tional economy and threaten national security. 

5. All governmental efforts to date have not been effective 
in alleviating these detrimental effects. 

It is also clear that: 

1. It is in the national interest to foster and encourage (a) 
the maintenance and development of a sound and stable 
domestic mining and minerals industry; (b) the orderly dis- 
covery and development of domestic mineral resources and 
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reserves on Federal, State, and privately owned lands; and 
(c) mining, mineral, metallurgical, and marketing research to 
promote the wise and efficient uses of domestic metal and 
mineral resources. 

2. The maintenance and development of a sound and 
stable domestic mining and minerals industry, without 
critical dependence upon foreign sources, is essential to na- 
tional security and the welfare of the consuming public, and 
that this objective is independent of and cannot be accom- 
plished by the maintenance of national stockpiles for planned 
defense needs in a single emergency or the existence of pro- 
ductive capacity based upon the importation of foreign 
materials. 

In sum, the committee’s investigation clearly shows the 
need for prompt study of possible remedial measures by the 
executive branch and the need for adoption of House Con- 
current Resolution 177. 


DEPARTMENTAL VIEWPOINTS 


In a formal report to the House committee the Department of the 
Interior expressed general approval of the objectives sought by the 
language of House Concurrent Resolution 177, expressing, however, 
reservations as to how far the country should go in efforts to become 
even partially self-sufficient in the matter of minerals. 

This same fear was expressed in testimony by Secretary of Com- 
merce Mueller and Assistant Secretary Hardy, both ignoring the 
teachings of history that it is the consumer who ultimately suffers 


when domestic mines are shut down with resultant dependence upon 
the pricewise whims of foreign ea 


In his testimony Secretary Mueller described as “unfortunate in 
its implications” certain sections of the Department’s formal report 
which indicated that the domestic mining industry, as a whole, is in 
a healthy economic state and making profits. 

Secretary Mueller’s implied suggestion that the resolution be 
amended in respect to the section which requests the President to 
have reviews made of— 


existing programs of the departments and agencies of the 
executive branch of the Government with the purpose of 
using them more effectively to provide for increased produc- 
tion and employment in critically depressed domestic mining 
industries— 
so as to limit any action taken to programs of ‘‘an economically sound 
basis” was not adopted. 

In this connection the committee points out “an economically sound 
basis” is inherent in the maintenance and development of ‘‘a sound 
and stable mining and minerals industry” and to add the suggested 
words would be an act of redundancy. 
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DEPARTMENT OF THE INTERIOR REPORT 


U.S. DepaRTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., July 21, 1959, 
Hon. Wayne N. ASPINALL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. AspINALL: This is in response to your request for the 
views of this Department on House Concurrent Resolution 177 through 
House Concurrent Resolution 184, identical proposals, declaring the 
sense of the Congress on the depressed domestic mining and mineral 
industries affecting public and other lands. 

We make no recommendation regarding the adoption of any of 
these proposals. They represent proposed statements of the policy 

osition of the legislative branch and do not have the effect of law. 
Howanan should the Congress adopt any of the proposals, we shall 
be happy, of course, to comply with any request the Congress may 
make regarding the submission of reports with respect to this Depart- 
ment’s plans in the mineral fields, subject to the availability of funds 
to carry out the investigation necessary to make such reports. There- 
fore, although we make no recommendation regarding adoption of 
any of these proposals, we offer the following comments for your 
consideration. 

A review of the proposed resolutions discloses that they would do 
two things: First, they would request the President to have reviews 
made of existing programs of the departments and agencies of the 
executive branch, with a view to using these programs and existing 
legislation to provide for increased production of minerals and metals 
to aid employment in critically depressed domestic mining and metals 
industries. Secondly, they would attempt to enunciate as a policy 
(a) the fostering and encouragement of a sound and stable domestic 
mining industry, by achieving a maximum self-sufficiency in minerals 
and metals production; and (6) that existing programs providing for 
national stockpiles for defense needs and reliance upon imports for 
defense and industrial requirements will not accomplish the objec- 
tives of providing for national security and the welfare of the con- 
suming public. 

In previous appearances before your committee and the Subcom- 
mittee on Mines and Mining of the Senate, spokesmen for this De- 
partment have called attention to the fact that, in considering the 
mining industries of this country, each mineral commodity presents a 
different set of problems, i.e., any proper analysis must be done on 
a case-by-case basis. It has been pointed out that market conditions, 
both internally and worldwide, vary with each commodity. The price 
trend of each mineral commodity depends on availability of markets, 
the trend of industrial use, the cost of production and transportation, 
the grade of ore in the mine or area, together with a host of other 
factors. Such factors as increased foreign competition in certain 
minerals and the influences of completion of some stockpile procure- 
ment and Defense Production Act programs do not affect all of the 
minerals industries. Where they have had effects on particular 
mineral commodities, such effects are not the same in each case. 
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We have, therefore, many reservations concerning the applicability 
of the general statements made in the several whereas clauses stated 
as preamble to the resolutions. Such statements deal with the minin 
industry as if it were one single industry, and imply that the stated 
causes of distress in the minerals industries apply equally to the 
various commodities. We believe that the areas of distress in do- 
mestic mining and minerals industries are often localized with respect 
to a few commodities and, in most cases, to a few geographical areas 
of production. We believe, further, than many Government actions 
and programs have had beneficial effects on large segments of the 
domestic mining industries and have shnbaitiohent materially to our 
national security and general economic well-being. 

Subsection (a) of the first part of the resolutions would request the 
President to have reviews made of existing programs of the depart- 
ments and agencies of the executive branch for the purpose of using 
them more effectively to provide for increased production and employ- 
ment in critically depressed mining and metals industries. 

Generally speaking, the specific legislative enactments directly 
concerned with minerals and metals upon which executive agencies 
programs are based fall into two general categories: (1) research 
programs, and (2) procurement and production expansion programs 
required for national security. 

In the first category, certain programs of the Bureau of Mines and 
the Geological Survey of this Department have as their objectives 
lower mining costs and utilization of low-grade ores, better and 
cheaper methods of processing ores, development of newer and more 
effective instruments for locating ore bodies, utilization of new min- 
erals and metals, new uses for minerals and metals in plentiful supply 
from domestic sources, development of substitutes for minerals and 
metals in short supply, and geological mapping of areas potentially 
favorable for location of mineral reserves. 

In the second category are the various programs for acquisition of 
minerals and metals for the strategic stockpile and for the supplemen- 
tal stockpile. These inventories are accumulated as a reserve to be 
available in a national emergency. In addition to these acquisition 
programs, now for the most part completed, there were activities con- 
ducted under Public Law 520 of the 79th Congress, and the Defense 
Production Act of 1950, as amended, which were directed to expansion 
of sources of domestie production and exploration for new ore bodies. 
While the programs for expansion of mineral production have for the 
most part terminated, an exploration program similar to the defense 
minerals exploration program was made permanent by the last Con- 
gress. This second category of programs is directly related to national 
security and is responsive to national defense requirements. Con- 
gressional guidelines for programs and limitations on program objec- 
tives are spelled out in the legislation. 

In addition to the foregoing, there are many and varied other pro- 
grams and policies of the Government which have strong influences 
on the economics of the mining and metal industries. Among these, 
to name a few, are influences exerted by the tax laws, the rates for 
transportation charges set by the Interstate Commerce Commission, 
tariffs, foreign trade programs, and national fiscal policy. All of 
these activities bear indirectly in varying degrees upon the whole 
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year: Provided, however, That the regular annual session for each of the 
ears 1959, 1960, and 1961, respectively, shall commence on the second 
Soing in April and shall continue in regular session for not more than 
sixty consecutive calendar days. ‘The Governor may call special sessions 
of the legislature at any time when in his opinion the public interests 
may require it, but no special session shall continue longer than 
fifteen calendar days, and the aggregate of such special sessions during 
any calendar year shall not exceed thirty calendar days. No legisla- 
tion shall be considered at any special session other than that specified 
in the call therefor or in any special message by the Governor to the 
legislature while in such session. 
(b) Sessions of the legislature shall be held in the capital of the 
Virgin Islands at Charlotte Amalie, Saint Thomas. 


* * aa ~ * * x 


Sec. 16. (a) [The Governor shall, within one year after the date of 
approval of this Act, reorganize and consolidate the existing executive 
departments, bureaus, independent boards, agencies, authorities, 
commissions, and other instrumentalities of the government of the 
Virgin Islands or of the municipal governments into not more than 
nine executive departments except for independent bodies whose 
existence may be required by Federal law for participation in Federal 
programs.] The head of each executive department other than the 
department of law shall be designated as the commissioner thereof, and 
the commissioner of finance shall be bonded. The head of the department 
of law shall be known as the attorney general of the Virgin Islands. 
The head of each executive department shall be designated as the 
Commissioner thereof, and the Commissioner of Finance shall be 
bonded. No other departments, bureau, independent board, agency, 
authority, commission, or other instrumentality shall be created, 
organized, or established by the Governor or the legislature, without 
the prior approval of the Secretary of the Interior, unless required 
by Federal low for participation in Federal programs. 

* ~ + * * * * 


[Sec. 27. The President shall, by and with the advice and consent 
of the Senate, appoint a United States attorney for the Virgin Islands, 
who shall hold office for the term of four years and until his successor 
is chosen and qualified, unless sooner removed by the President for 
cause. The United States attorney, by himself or the assistant 
United States attorney, shall conduct all legal proceedings, civil and 
criminal, to which the Government of the United States. or the gov- 
ernment of the Virgin Islands is a party in the District Court of the 
Virgin Islands and in the inferior courts of the Virgin Islands. Offenses 
against the laws of the Virgin Islands shall be prosecuted in the 
name of the government of the Virgin Islands. The United States 
attorney shall perform his duties under the supervision and direction 


of the Attorney General of the United States. The Attorney Gen- 
eral may appoint one assistant United States attorney. The Attor- 
ney General may authorize the employment of neCMenry: clerical 


assistants. The compensation of the district attorney and his assist- 
ant and employees shall be fixed by the Attorney General and their 
salaries and the other necessary expenses of the office shall be paid 
from appropriations made to the Department of Justice. In the case 
of a vacancy in the office of the district attorney, the District Court 
of the Virgin Islands may appoint a district attorney to serve until 
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guarantee to domestic mineral producers virtually total protection 
against competition from foreign sources. The Department questions 
the wisdom of this approach to the problem of assuring a rapidly 
expanding economy of an adequate supply of minerals and metals. 
The concept that, irrespective of cost, the American economy should 
encourage and support maximum domestic production for all minerals 
and metals appears unrealistic and impracticable. This concept 
cannot be reconciled with the system of free enterprise, which we are 
endeavoring to promote and maintain. Under this system it has 
been our experience that healthy competition stimulates rather 
than retards sound economic development. It seems entirely likely 
that any action by the Federal Government to maintain the domestic 
price for any mineral at a noncompetitive and artificially high level 
would invite a form of competition—one that might prove more dis- 
astrous to the domestic producer in that it might lead to a permanent 
loss of market outlets—the development and introduction of a cheaper 
substitute for the particular commodity. 

The use of other devices such as trade barriers to regulate the flow 
of imports, and thereby encourage domestic production, should be 
thoroughly considered before they are employed and then only in a 
manner consistent with our national foreign economic policy and with 
the national interest. In this connection, it seems to us that it is the 
intent of Congress that the fullest use of procedures established by 
conertee should be made when domestic minerals industries, as a 
result of trade concessions, are unduly injured by excessive imports 
or our national security impaired. 

The Bureau of the Budget advises that it has no objection to the 
submission of this report to your committee. 

Sincerely yours, 
Royce A. Harpy, 
Assistant Secretary of the Interior. 


DEPARTMENT OF COMMERCE REPORT 


Tue SECRETARY OF COMMERCE, 
Washington, D.C., July 17, 1959. 
Hon. Warne N. AsprINnatt, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. Cuarrman: This letter is in reply to your request dated 
May 25, 1959, for the views of this Department with respect to House 
Concurrent Resolutions 177 through 184, identical resolutions “De- 
claring the sense of Congress on the depressed domestic mining and 
mineral industries affecting public and other lands.” 


What the resolutions would do 


The identical House concurrent resolutions, in the preamble, 
note (1) the importance to the economy of the domestic mining 
industries, (2) that national security required the accumulation of 
stockpiles of strategic metals and minerals and the expansion of 
facilities for production, both domestic and foreign, (3) in 2 
foreign production and decreased stockpile requirements resulted in 
drastic curtailment of domestic production, depressed domestic prices, 
economic disaster for individual. firms, extensive unemployment, etc., 
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(4) further delays in the recovery of domestic mining and mineral 
industries would cause irreparable damage to properties, waste human 
and natural resources, lose productive capacity, depress the national 
economy and threaten national security, and (5) governmental efforts 
to date have not alleviated these effects. 

The resolutions then propose that a review be made of all existing 
programs, with the purpose of using them more effectively to provide 
for increased production and employment, and that Congress be 
advised as to action to be taken in this respect. In addition, re- 
organization plans or recommended legislation would also be submitted 
to Congress to accomplish these objectives. 

In section 2 the resolutions state that it is in the national interest 
to encourage (1) the maintenance and development of a sound and 
stable domestic mining and minerals industry, and (2) the orderly 
discovery and development of domestic resources and research to 
promote efficient uses of domestic metal and mineral resources. In 
section 3 it is stated that the existence and maintenance of national 
stockpiles per se do not replace the essentiality to national security 
of the maintenance and development of a sound and stable domestic 
mining and minerals industry. 


The Department's comment 


A. Generally the Department of Interior would have a prime and 
direct interest in matters affecting the domestic mining and minerals 
industry. However, the Department of Commerce would be con- 
cerned with the adequacy of supply at reasonable prices for consumers 
of minerals and metals and it would also be concerned with the 
overall effect on the economy of actions which might result from the 
proposed review. 


B. With a few, and for the most part minor, exceptions mining and 
minerals industries as a whole have made a profit during the 1958 
recession and substantial improvement has occurred in the first 
quarter of 1959. Furthermore, the Federal Reserve Mining Produc- 
tion Index dropped only 8.6 percent in 1958 from the peak year of 
1957. It is difficult to accept the assumption of general distress and 
drastic curtailment of penne indicated in the resolutions, and 

a 


yet this is the princip 
the Government. 

C. Direct Government programs to increase output above levels 
normal for a given economic situation would of necessity have to bring 
about, directly or indirectly, an increase in the return to producers, 
such as subsidy payments to producers to achieve a designated return 
per unit of output or Government purchases sufficient in volume to 
raise market prices. It has been the consistent view of this Depart- 
ment that such artificial economic stimulants in the long run would 
hurt rather than benefit industry, since they would maintain marginal 
and submarginal operations, uneconomic in nature, give windfalls 
to low cost producers and in the end stifle expansion of the market 
and encourage development of substitutes. Furthermore, they would 
contribute to inflationary trends which would eventually weaken the 
economy. The alternatives of severe tariffs, import quotas or embar- 
goes where domestic production does not meet the demand could also 
serve to raise prices but any advantage here would be more than off- 
set by an increase in consumer costs. Finally, it can be questioned if 


argument to justify action at this time by 





= za 2 ah oa set eet @n ese 


—_ Ss -—— — er 


mo | & & 


oN Oe ee OOS ee or 


ESTABLISHING A NATIONAL MINERALS POLICY Al 


any industry can be considered to be stable and sound if it must 
continue to rely heavily on such Government assistance. 

D. The resolutions state the encouragement of orderly discovery 
and development of resources and reserves, and research in utiliza- 
tion of such resources is in the national interest. By reason of the 
relatively small costs of such activities and the potential economic 
benefits that could stem from them, this Department would raise no 
objection to programs of this nature. However, such programs are 
already actively underway, principally under the direction of the 
Department of the Interior, and benefits from them are already 
evident. 


Position of the Department 


The Department does not support enactment of the resolutions for 
the following reasons: 

1. The domestic mining and minerals industries as a whole are not 
in the serious condition implied in the resolutions and in this respect 
no emergency exists at this time with regard to a general recovery of 
mining and minerals activities. 

2. Programs by the Government to provide subsidies, floor price 
guarantees, open market purchases, or similar measures required to 
increase output would not lead to a sound and stable industry since 
(1) they result in increasing dependence on the Government, (2) they 
continue and bring into production marginal and submarginal opera- 
tions, and (3) they encourage greater use of substitutes as prices 
mount. 

3. The higher cost of raw materials to consumers which would be 
inherent in most Government programs devised to increase output 
would contribute undesirably to the inflationary trend. Alternative 
assistance in the form of subsidy payments to yield a given price to 
the producer would add to an already heavy tax burden. 

4. Suggested Government measures to increase the efficiency of 
industry and to lower costs through research in metallurgy, usage 
and marketing, and assistance in exploration and development of 
resources would in fact contribute to a stable and sound industry, 
but such activities have already been authorized and underway for 
many years. 

5. For producers of a few specialized minerals, who may be in diffi- 
culties by reason of unbalanced imports, there are avenues of relief 
already open, such as section 7 and 8 of the Trade Agreements Act, 
under which claims can be studied and relief provided through in- 
creased tariffs, if justified. 

6. In summary, justification for assistance to the mining and min- 
erals industries cited by the resolutions is not conclusive. Further- 
more, if direct measures by the Government to increase output are 
undertaken, as indicated by the resolutions, they would not contribute 
to the soundness of the industries and they would be inflationary in 
character or costly to the taxpayer. A review of existing programs 
for the purpose of bringing about such expansion is therefore not in 
the national interest. 

We have been advised by the Bureau of the Budget that there would 
be no objection to the submission of this report to your committee. 

Sincerely yours, 
Freperick H. MvueEtter, 
Acting Secretary of Commerce. 
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BUREAU OF THE BUDGET REPORT 


Executive Orrice oF THE PRESIDENT, 
BuREAU OF THE BupcEt, 


Washington, D.C., July 16, 1959. 
Hon. Wayne N. Asprnatt, os ae 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 


My Dear Mr. Cuarrman: This will acknowledge your letter of 
May 25, 1959, inviting the Bureau of the Budget to comment on 
eight identical resolutions, House Concurrent Resolutions 177 through 
184, “Declaring the sense of Congress on the depressed domestic min- 
ing and mineral industries affecting public and other lands.” 

The resolutions would request the President to (1) review existin 
programs so as to use them more effectively to provide for increas 
production and employment in critically depressed domestic mining 
and mineral industries, (2) advise Congress of actions to be taken, 
and (3) submit reorganization plans or legislative recommendations 
for this purpose. In addition, section 2 states that it is in the national 
interest to foster and encourage (a) a sound and stable domestic mining 
industry, (6) discovery and development of domestic mineral re- 
sources, and (c) mining, mineral, metallurgical, and marketing research 
to promote uses of domestic mineral resources. Section 3 asserts that 
a sound and stable minerals industry, without critical dependence on 
foreign sources, is essential to the national security. 

In separate reports to your committee, the Department of the In- 
terior, the Department of Commerce, and the Atomic Energy Com- 
mission present numerous reasons which indicate that the resolutions 
appear unnecessary. The Bureau of the Budget similarly does not 
see any need for enactment of House Concurrent Resolutions 177 
through 184. 

Sincerely yours, 
(Signed) Puitie S. Huaues, 
Assistant Director for Legislative Reference. 


COMMITTEE RECOMMENDATION 


The committee recommends, in the interest of national security, 
in the interest of a sound national economy, impossible without a 
thriving domestic mining and minerals industry, and in the interest of 
the consuming public, adoption of House Concurrent Resolution 177 
en would become immediately effective upon passage by the 

enate. 
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INDIVIDUAL VIEWS 


We, the undersigned, concur wholeheartedly with the other members 
of the committee in the belief that House Concurrent Resolution 177 
should be adopted by the Senate. It is a good, though small, first 
step. We would particularly prefer that its language be enacted in 
the form of an act or, failing in that, would hope that S. 1537, reported 
by the committee on the same day and endorsed by the Department 
of the Interior and the Bureau of the Budget, would be enacted so 
a the national minerals policy would have the full force and effect 
of law. 

We believe it is important, as a matter of law, to give notice to the 
world that as a matter of policy this country plans to foster a stable 
domestic mining industry. We recognize that some minerals must be 
imported to meet the growing requirements of our expanding economy. 
We are determined that there shall be a reasonable balance between 
such imports and domestic production. 

We believe it is important to enact, as a matter of law, a national 
policy as a guideline to all agencies and representatives of the Federal 
Government that as a matter of policy the Federal Government will 
assist in the development of the necessary mineral reserves and will 
promote the wise and efficient use of our domestic mineral resources. 

We also believe it is most important, as a matter of law, to clear 
up once and for all the authority and responsibility of the Department 
of the Interior in its continuing attempt to foster the domestic min- 
erals industry. The authority of a department can, of course, be 
established only by law. S. 1537 would do this. House Concurrent 
Resolution 177 will not. 

In conclusion, the undersigned concur entirely in the objectives of 
House Concurrent Resolution 177. We differ substantially as to the 
most appropriate procedural approach and the effectiveness of House 
Concurrent Resolution 177. We also cannot accept some implications 
and statement of the committee report. 

The committee, for example, in its report on House Concurrent 
Resolution 177, notes that— 


In connection with the request that the President make rec- 
ommendations in respect to legislation necessary to imple- 
ment the congressional declaration defining the national 
minerals policy, the committee calls attention to the fact 
that for more than half a decade the executive department 
has been promising to submit to the Congress what it has 
chosen to call an overall long-range minerals program. To 
date, however, only piecemeal, disjointed legislation, cover- 
ing less than one-fifth of the list of strategic and critical 
minerals list, has been submitted. 


13 


14 ESTABLISHING A NATIONAL MINERALS POLICY 


The committee also adopts language from the House report to the 
effect that— 


The plight of the lead-zine industry is the direct result of 
administrative proscrastination. Such actions as were taken 
were too little and too late. The testimony also indicates 
that the wide dispersion of responsibilities for dealing with 
problems in the mining industry has contributed to confusion 
and inaction in the executive branch of the Government. 


We would much prefer not to engage in another period of “buck 
passing.” Such has led to the complete frustration of the lead-zine 
industry for several years. However, these statements and other 
implications in the report so completely ignore the history of the last 
5 years that the record must, be corrected. 

First, it should be noted that the resolution would do nothing about 
the “wide dispersion of responsibilities” and as we have noted above, 
it is not legally possible to do so with a resolution. 

Secondly, all connected with the mining industry will recall that 
during the last 3 years the administration has forwarded to the 
Congress a series of legislative programs designed to assist the most 
critically depressed segments of the mining industry. The adminis- 
tration has recommended legislation to assist lead, zinc, copper, 
tungsten, fluorspar, columbium-tantalum, beryl, chromite, and a 
number of other minerals specifically. Additionally, the administra- 
tion has recommended broad-scale legislation to assist in the explora- 
tion and research problems of the domestic mining industry. To 
date, only one bill, establishing the Office of Minerals Exploration has 
been approved by the Congress. It ill behooves us, as Members of 
Congress, to complain that the administration has not recommended 
more legislation, when we have failed to enact that which has been 
recommended. 

If the administration’s recommendations have been “piecemeal,” 
the congressional enactments have been very nearly nonexistent. It 
will be recalled that during the last Congress Secretary Seaton recom- 
mended legislation which became S. 4036, providing production 
stabilization programs for lead, zinc, copper, tungsten, fluorspar, 
beryl, chromite, and columbium-tantalum. The record is clear that 
this bill was defeated in the House, not because it lacked breadth. 
Rather the debate on the House floor makes it inescapably clear that 
the reason this bill was defeated was that it was too broad. With 
reference to this bill, one of the ranking Members of the House 
stated that— 


This will be just another 5-year drain on the American 
taxpayer, after which they will just have to come back for 
another extension. How can we go home and face the tax- 
payers of this Nation if we vote for a hopeless program of this 
sort, with all the essential demands that must be met? 


The same Member of Congress was apparently persuasive on the 
floor with the following statement: 


Yesterday it was hard to sit in this Chamber and listen to 
the people telling about this dying industry, the copper in- 
dustry, that is supposed to be dying on the vine unless it gets 
help. Let us take a look at this dying industry. In 1953 the 
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copper industry paid $6 per share on their common 
stock * * *. Oh, what a happy death they are dying with 
that kind of money. 


Another leader in the House said in a letter to President Eisenhower 
in 1957: 


I cannot refrain from expressing to you my very great 
concern as to the impact of a proposal such as the one your 
administration has made concerning lead and zinc on the 
whole structure of trade agreements program. 


With specific reference to the continuing problem of lead and zine, 
the committee has noted that action by the President was ‘‘too little 
and too late.” It must be observed that to date the October 1958 
action by the President is the only relief yet made available to the 
mining industry in recent years. 

The Congress clearly bas a joint responsibility for the economic 
health of our mining industry. We would hope that the Congress 
will join forces with the administration in developing realistic solutions 
to the problems of this basic industry. 

Gorpon ALLOTT. 
Henry C. Dworsnak. 
THomas E. Martin. 
Tuomas H. Kucuen. 
Barry GoLpwatTeEr. 
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86TH CoNGREsS } SENATE Reporr 
1st Session No. 969 





AMENDING THE ORGANIC ACT OF GUAM FOR THE PURPOSE OF 
PERMITTING THE GOVERNMENT OF GUAM, WITH THE CONSENT 
OF THE LEGISLATURE THEREOF, TO BE SUED 





SepreMBeER 8 (legislative day, Sepremper 5), 1959.—Ordered to be printed 


Mr. Jackson, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 4603] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H.R. 4603) to amend the Organic Act of Guam for the 
purpose of permitting the government of Guam, with the consent of 
the legislature thereof, to be sued, having considered the same, report 
favorably thereon with an amendment and recommend that the bill, 
as amended, do pass. 

Committee action was unanimous and the Departments of Justice 
and Interior, the two administrative agencies concerned, are in support 
of the measure. 

PURPOSE OF THE BILL 


The purpose of H.R. 4603 is to amend section 3 of the Organic Act 
of Guam (64 Stat. 384, 48 U.S.C. 14218) to authorize suits against the 
government of Guam, with the consent of its legislature. 

The Senate committee’s amendment would restrict the power of the 
popularly elected legislature to enact permissive legislation to authorize 
only suits on contracts entered into with respect to torts committed 
by the government of Guam in the exercise of its proprietary functions, 
as distinguished from its governmental or sovereign functions. 


NEED FOR LEGISLATION 


Although section 3 of the 1950 Guam Organic Act specifically pro- 
vides for suits by the government of Guam in its own name, the law 
makes no provision for suits against it, even on contracts. It is doubt- 
ful, therefore, whether the Legislature of Guam could authorize such 
suits to be brought. This could well result in failures of justice in 
many instances. Enactment of H.R. 4603 will overcome this diffi- 


84006 











2 PERMIT GOVERNMENT OF GUAM TO BE SUED 


culty so far as the Congress is concerned and will cast the burden on 
the Legislature of Guam to enact or refuse to enact the necessary sup- 

lemental local legislation permitting suits to be brought. It will also 
Pring the Guam Organic Act more closely into line with the Virgin 
Islands Organic Act which permits suits to be brought against the 
government of that unincorporated territory on contracts and, with 
the permission of the legislature, in tort. 


cost 


The enactment of this bill will require no additional expenditure of 
Federal funds. 


DEPARTMENTAL REPORTS 


Favorable reports on H.R. 4603 from the Departments of the In- 
terior and Justice are set forth below. The amendments recom- 


mended were adopted by the House Interior Committee and the 
House. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., March 9, 1959. 
Hon. Wayne N. ASpPINAtLt, 
Chairman, Committee on Interior and Insular Affairs, House of Rep- 
resentatives, Washington, D.C. 

Dear Mr. Aspinatu: Your committee has requested a report on 
H.R. 4603, a bill to amend the Organic Act of Guam for the purpose 
of permitting the government of Guam, with the consent of the 
legislature thereof, to be sued. 

The title of the bill explains its purpose, which would permit suits 
to be brought against the government of Guam with the consent of 
the Guam Legislature. 

It is recommended that the bill be enacted, but with a change of 
wording to begin at line 8 after the comma. Instead of the phrase 
“shall have the power to be sued’’, we suggest the insertion of the 
phrase “may be sued’’. 

As originally enacted, section 3 of the Guam Organic Act merely 
provides that ‘“The government of Guam * * * shall have power 
to sue by such name.” The proposed amendment, if revised as has 
been suggested above, would add the words ‘‘and, with the consent of 
the legislature evidenced by enacted law, may be sued.” This, in 
effect, enables the Legislature of Guam to waive the sovereign im- 
munity which was conferred upon the government of Guam by the 
Congress through enactment of the Guam Organic Act when, in the 
legislature’s opinion, the best interests of both the people and govern- 
ment of Guam would be served by allowing such an action to be 
brought. 

It may well be that in the absence of specific statutory authority 
a Territorial government may sue and, with its consent, be sued. 
Nevertheless, it is considered desirable to enact specific language, as 
suggested, for Guam at this time. The presence of such language in 
the Guam Organic Act, while it may not be essential, would serve as 
a clear and unambiguous statement of the rights of the Territorial 
government and as an explicit authorization to the legislature. 
Enactment is especially desirable since a similar, although not 
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identical, provision is contained in the Revised Organic Act of the 
Virgin Islands of 1954, and this recent enactment might give rise to 
the suggestion that specific language is indeed a prerequisite to suit 
against the Territorial government of Guam. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 





U.S. DepartTMENT OF JUSTICE, 
Orricz oF THE Deputy ATroRNEY GENERAL, 
Washington, D.C., March 5, 1959. 
Hon. Wayne N. AsPINALL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. CuatrMan: This is in response to your request for the 
views of the Department of Justice concerning the bill (H.R. 4603) to 
amend the Organic Act of Guam for the purpose of permitting the 
Sn pee of Guam, with the consent of the legislature thereof, to 
be sued. 

Section 3 of the Organic Act of Guam provides in part, that ‘‘the 
government of Guam shall have the powers set forth in this chapter 
and shall have power to sue by such name” (48 U.S.C. 1421(a)). The 
bill would provide that “The government of Guam shall have the 
powers set forth in this Act, shall have the power to sue by such name, 
and, with the consent of the legislature evidenced by enacted law, 
shall have the power to be sued.” 

It is believed that legislation which would clarify the authority of 
Guam to be sued is desirable. It is suggested, however, that a better 
expression of the intent of the drafters of the measure probably would 
result were “may” substituted for “shall have the power to” in the 
last clause of the bill. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 
LAWRENCE E. WaAtsH, 
Deputy Attorney General. 


COMMITTEE RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H.R. 4603, as amended. 


PERMIT GOVERNMENT OF GUAM TO BE SUED 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XX XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, H.R. 
4603, as reported, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 


Orcanic Act or Guam (64 Stat. 384, 48 U.S.C. 1421a) 


Sec. 3. Guam is hereby declared to be an unincorporated territory 
of the United States and the capital and seat of government thereof 
shall be located at the city of Agana, Guam. [The government of 
Guam shall have the powers set forth in this Act and shall have power 
to sue by such name.] The government of Guam shall have the powers 
set forth in this Act, shall have power to sue by such name, and, with 
the consent of the legislature evidenced by enacted law, may be sued 
upon any contract entered into with respect to, or any tort committed 
incident to, the exercise by the government of Guam of any of its lawful 

owers. 
; The government of Guam shall consist of three branches, executive, 
legislative, and judicial, and its relations with the Federal Govern- 
ment shall be under the general administrative supervision of the 
head of such civilian department or agency of the Government of the 
United States as the President may direct. 


O 
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86TH CONGRESS ; SENATE { Report 
1st Session No. 970 


VIRGIN ISLANDS ORGANIC ACT AMENDMENTS OF 1959 


SppreMBer 8 (legislative day Sepremper 5), 1959.—Ordered to be printed 


Mr. Jackson, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 7870} 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H.R. 7870) to amend the Revised Organic Act of the 
Virgin Islands, as amended, having considered the same, report 
areeny thereon without amendment and recommend that the bill 

0 pass. 

Committee action in voting to report the measure favorably was 
unanimous. 

PURPOSE OF MEASURE 


The principal purposes of H.R. 7870 are to change the meeting date 
of the regular sessions of the Virgin Islands Legislature, to increase 
the per diem allowance for members of the legislature while attending 
sessions away from their home island, and to establish and define the 
duties of the office of attorney general of the Virgin Islands. 


EXPLANATION AND NEED 


The Virgin Islands were ceded to the United States by Denmark 
by treaty of January 25, 1917. Organic legislation was first provided 
the islanders by the United States with the enactment of the Organic 
Act of 1936 (49 Stat. 1807). The 1936 act was thoroughly revised 
in 1954 in order to streamline the basic governmental organization. 
Amendments to the 1954 act made during the 85th Congress extended 
additional responsibilities to the Territorial legislature. 

The first of the present proposed amendments to the revised organic 
act provides that regular sessions of the legislature shall commence 
on the second Monday of January of each year, beginning in 1962, 
instead of the second Monday in April. This change will make it 
possible for the legislature to make recommendations to Congress 
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in time for action, if such is necessary, during the year in which 
they are made. 

The second amendment to the present Organic Act of the Virgin 
Islands makes the date of payment of the legislators’ salaries coincide 
with the proposed change in date of the regular legislative sessions, 
It also increases the per diem for legislators living away from their 
islands of residence during the legislative sessions from $10 to $20, 
This increase is recommended because the regular legislative sessions 
will now take place during the tourist season when living costs are 
higher than at other times. This amendment also provides that the 
per diem paid to members of the legislature for official travel outside 
the Virgin Islands shall not be at rates in excess of those paid by the 
Federal Government to its employees. 

The third proposed amendment provides that the head of the Virgin 
Islands Department of Law shall be known as the attorney general. 
The fourth amendment concerns the appointment and duties of the 
U.S. attorney and an assistant U.S. attorney for the Virgin Islands 
and, in general, makes the provisions of title 28, chapter 31, of the 
United States Code applicable to those officers. In spelling out the 
duties of the U.S. attorney, the amendment increases the authority 
and responsibility of the attorney general for the Virgin Islands by 
leaving it to him, rather than to the U.S. attorney as at present, to 
represent the Virgin Islands government in all civil cases, in criminal 
cases in the inferior courts and, with the consent of the U.S. attorney, 
in criminal cases in the district court. The U.S. attorney will con- 
tinue to represent the Federal Government in all cases, civil and 
criminal; will represent the Virgin Islands government in criminal 
cases in the district court, except those that are handled by the 
attorney general; and may, when so requested by the Governor or 
the attorney general, conduct any other legal proceedings to which 
the government of the Virgin Islands is a party in the district court 
or in the inferior courts of the Virgin Islands. 


COST 


Enactment of H.R. 7870 will probably entail at most a cost of 
$3,500 or $4,000 per annum to the United States. 


DEPARTMENTAL RECOMMENDATIONS 


Reports on the House bill from the Secretary of the Interior and 
the Attorney General of the United States are set forth below. The 
amendments recommended were adopted by the House Interior 
Committee and the House. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., August 3, 1959. 
Hon. Wayne N. Asprnatt, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 


Dear Mr. AsPINnaLt: This is in reply to your request for the views 
of this Department on H.R. 7858, H.R. 7870, and H.R. 7872, bills to 
amend the revised organic act of the Virgin Islands, as amended. 
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We recommend enactment of any one of these bills. However, we 
suggest that whichever bill is acted upon be amended in the manner 
explained below. 

The purpose of these bills is to improve the machinery of govern- 
ment in the Virgin Islands by appropriate amendments to the revised 
organic act which experience has proved to be necessary. 

section 2 of each of the bills changes the date for the convening of 
the legislature, from the second Monday in April of each year, to the 
second Monday in January. The change will be effective with the 
1962 session. Corresponding changes in the dates of the terms of 
office of the members of the legislature are made, except that the 
terms of those elected for the 1961-63 period are shortened to 21 
months. 

This change in the timing of the legislative sessions is needed because 
so much of the action of the Virgin Islands Legislature may involve 
subsequent action, and perhaps implementation, by the Federal 
Congress. In those cases, the congressional committees need to have 
before them the actions and proposals of the Virgin Islands Legislature 
early during the congressional session each year. Under the timing 
established be present law, Virgin Islands enactments normally do not 


come before Congress until June of each year, which may be too late 
to permit legislative action at the Federal level during the same year. 

The purpose of sections 3 and 4 is to authorize the attorney general 
of the Virgin Islands, an official whose position has only recently been 
created, to represent the government of the Virgin Islands in certain 
court cases, and to assume a portion of the caseload burden now carried 
by the U.S. attorney. Section 3 designates the attorney general as 


head of the territorial department of law. Section 4 restricts the 
statutory duties imposed upon the U.S. attorney. In addition to 
representing the United States, the section provides for him to repre- 
sent the government of the Virgin Islands only in the prosecution of 
cases in the district court, or, at his option, when specifically requested 
by the Governor or the attorney general to conduct other proceedin 
for the territorial government. The territorial attorney general would 
thereby be made responsible for the conduct of all other proceedings 
on behalf of the territorial government, except as specified above. 
Section 4 further provides that the latter may also prosecute territorial 
cases in the district court, upon the request or with the consent of the 
US. attorney. 

Under present law the U.S. attorney or his assistant must conduct 
all legal proceedings, civil or criminal, for either the United States 
or the government of the Virgin Islands, in either the district court 
or the two inferior courts. In practice, it has been physically impos- 
sible for him to handle this volume of cases, and he rarely appears in 
the municipal courts in the prosecution of local crimes, which involve 
mostly traffic cases. We believe the traffic cases should, in any event, 
be handled by members of the attorney general’s staff, not by the U.S. 
attorney. Furthermore, present law prevents the Governor from 
ever being represented in court by his own lawyer, the attorney 
general whom he appoints. 

We recommend an amendment to section 4. As introduced, the 
bill has the effect of repealing the provision of present law under 
which not more than one assistant U.S. attorney for the Virgin Islands 
may be appointed. 
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The territorial population of 28,000 would not seem to justify more 
than one assistant U.S. attorney. A principal effect of section 4 is 
to reduce the caseload burden of the U.S. attorney, and thus to 
reduce his need for assistants. If more lawyers should in the future 
be needed to carry the responsibility of representing the government 
of the Virgin Islands in the courts of the territory, they should be 
hired by and compensated by the government of the Virgin Islands, 
The Congress has not, and in our view should not, limit the number 
of lawyers whom the territory may hire. That should be entirely a 
local responsibility. But by the same token, it seems reasonable for 
the Congress to limit the number of lawyers attached to the office 
of the U.S. attorney, bearing in mind the relatively small population 
= the correspondingly small number of Federal cases arising in 
the area. 

We therefore recommend that on page 3, line 14 of H.R. 7858 (or 
at the corresponding point of either of the other bills), the period be 
changed to a comma and the following words added: “except that the 
Attorney General shall not appoint more than one assistant United 
States Attorney for the Virgin Islands.” This wording would pre- 
serve the same limitation in personnel as under present law. 

One other change in the revised organic act seems necessary at this 
time, particularly if the annual legislative sessions are moved forward 
to January, as provided in section 2. For some time it has been evi- 
dent that the $10 per diem allowed by section 6(e) of the revised or- 
ganic act to legislative members while attending sessions away from 
their islands of residence, is not adequate. Living costs and hotel 
rates in Charlotte Amalie are quite high, particularly during the winter 
season. ‘The Federal Government has officially recognized that fact, 
by establishing per diem rates for official travel to the Virgin Islands 
at $30 per diem during the period December through April, and $20 
per diem during the off season. 

All things considered, we consider it only fair to permit legislators 
not resident on St. Thomas Island to receive a per diem of $20 for 
each day’s attendance while the legislature is actually in session. 
We recommend that this be done by the following amendment to 
Lae 7858 (or a corresponding amendment to either of the other two 

s): 

“On page 2, line 7, strike out ‘sentence’ and in lieu thereof insert 
‘two sentences’ ; 

“On page 2, line 8, strike out ‘is’ and insert ‘are’; and 

“On page 2, at the end of line 12, before the closing quotation 
marks insert the following: 

“‘ ‘ach member of the legislature who is away from the island of 
his residence shall also receive the sum of $20 per day for each day’s 
attendance while the legislature is actually in session, in lieu of his 
expenses for subsistence, and shall be reimbursed for his actual travel 
expenses in going to and returning from each session, or period thereof, 
for not to exceed a total of eight round trips during any calendar 

ear.’ ”’ 
® Your attention is also invited to two typographical errors. In each 
of the bills, line 7 of page 2 refers to subsection (c) of section 6 of the 
revised organic act; the reference should be to subsection (e), In 
H.R. 7870, on line 10 of page 2, the first “of’’ should be “‘on’’. 
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The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 
Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 









































U.S. DEPARTMENT OF JUSTICE, 
Orrice oF THE Deputy ATTroRNEY GENERAL, 


Washington, D.C., August 4, 1959. 
Hon. Wayne N. AspINALL, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 


Dear Mr. Cuarrman: This is in response to your request for the 
views of the Department of Justice on similar bills (H.R. 7858, H.R. 
7870, and H.R. 7872) to amend the revised Organic Act of the Virgin 
Islands, as amended. 

The bills would provide amendments to the revised Organic Act of 
the Virgin Islands (68 Stat. 499; 48 U.S.C. 1572). It would change 
the date of commencement of the term of the members of the legis- 
lature, the date of payment of their salaries, and the date of the 
commencement of the regular session of the legislature. Provision 
would be made that the head of the department of law would be 
known as the attorney general of the Virgin Islands. This change 
recognizes the recent creation of that title. 

The bills also would provide with respect to the office of U.S. 
attorney for the Virgin Islands that the provisions of title 28, United 
States Code, relating to U.S. attorneys, generally, would apply. 
They also provide that the prosecution of offenses against the laws 
of the Virgin Islands which are cognizable by the district court there, 
may, at the request of the U.S. attorney or with his consent, be con- 
ducted by the attorney general of the Virgin Islands. When requested 
by the Governor or the attorney general of the Virgin Islands, the 

.S. attorney may conduct any other legal proceedings to which the 
government of the Virgin Islands is a party in the district court or 
the inferior courts of the Virgin Islands. 

The provisions of the bills relating to the office of the U.S. attorney 
are unobjectionable to this Department. No recommendation is 
made with respect to the remaining provisions of the bills since they 
do not involve matters for which this Department has primary 
responsibility. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 
Lawrence E. Wats, 
Deputy Attorney General. 

H.R. 7870, as reported, includes the amendments recommended by 

the Department of the Interior. 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H.R. 7870, as amended. 
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CHANGES IN EXISTING LAW 





In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, H.R. 
7870, as reported, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 






Revisep Orcanic Act or THE VirRGIN IsLANDs (68 Strat. 499) 


a. 











~ * 





* * * 


Sec. 6. [(a) The term of office of each member of the legislature 
shall be two years. The term of office of each member shall commence 
on the second Monday in April following his election: Provided, how- 
ever, That the term of office of each member elected in November 
1954 shall commence on the second Monday in January 1955 and shall 
continue until the second Monday in April 1957.] (a) The term of 
office of each member of the legislature shall be two years. The term of 
office of each member shall commence on the second Monday in January 
following his election: Provided however, That the term of office of each 
member elected in November 1958 shall commence on the second Monday 
in April 1959 and shall continue until the second Monday in April 1961, 
and the term of office of each member elected in November 1960 shall 
commence on the second Monday in April 1961 and continue until the 
second Monday in January 1963. 

(b) No person shall be eligible to be a member of the legislature 
who is not a citizen of the United States, who has not attained the 
age of twenty-five years, who is not a qualified voter in the Virgin 
Islands, who has not been a bona fide resident of the Virgin Islands 
for at least three years next preceding the date of his election, or who 
has been convicted of a felony or of a crime involving moral turpitude 
and has not received a pardon restoring his civil rights. Federal 
employees and persons employed in the legislative, executive or judicial 
branches of the government of the Virgin Islands shall not be eligible 
for membership in the legislature. 

(c) All officers and employees charged with the duty of directing 
the administration of the electoral system of the Virgin Islands and its 
representative districts shall be appointed in such manner as the 
legislature may by law direct. 

(d) No member of the legislature shall be held to answer before 
any tribunal other than the legislature for any speech or debate in the 
legislature and the members shall in all cases, except treason, felony, 
or breach of the peace, be privileged from arrest during their attend- 
ance at the sessions of the legislature and in going to and returning 
from the same. 

[(e) Each member of the legislature shall be paid the sum of $600 
annually, one-third on the second Monday in April, one-third on the 
second Monday in May, and one-third at the close of the regular 
session: Provided, however, That each member of the legislature shall 
be paid for the regular session commencing on the second Monday ia 
January 1955, the sum of $600 annually, one-third on the second 
Monday in January, one-third on the second Monday in February, and 
one-third at the close of that-session. Each member of the legislature 
who is away from the island of his residence shall also receive the sum 
of $10 per day for each day’s attendance while the legislature is 
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actually in session, in lieu of his expenses for subsistence, and shall be 
reimbursed for his actual travel expenses in going to and returning 
from each session, of period thereof, for not to exceed a total of eight 
round trips during any calendar year. The salaries, per diem, and 
travel allowances of the members of the legislature shall be paid by the 
Government of the United States.] 

(e) Each member of the legislature shall be paid the sum of $600 
annually, one-third on the first day of the regular session of the legisla- 
ture, one-third one month after the beginning os such regu/ar session, and 
one-third at the close of such regular session. Each member of the legis- 
lature who 1s away from the island of his residence shall also receive the 
sum of $20 per day for each day's attendance while the legislature is actu- 
ally in session, in lieu of his expenses for subsistence, and shall be reim- 
bursed for his actual travel expenses in going to and returning from each 
session, or period thereof, for not to exceed a total of eight round trips 
during any calendar year. The salaries, per diem, and travel allowances of 
the members of the legislature shall be paid by the Government of the United 
States. Provided, however, That nothing herein shall prohibit the Virgin 
Islands legislature from providing for payment of travel expenses and per 
diem in lieu of subsistence, at rates not in excess of those permitted by the 
Federal Government for its employees, for members of the legislature 
traveling on official business outside of the Virgin Islands. 

(f) No member of the legislature shal] hold or be appointed to any 
office which has been created by the. legislature, or the salary or 
emoluments of which have been increased, while he was a member, 
during the term for which he was elected, or during one year after the 
expiration of such term. 

(zg) The legislature shall be the sole judge of the elections and 
qualifications of its members, shall have and exercise all the authority 
and attributes, inherent in legislative assemblies, and shall have the 
power to institute and conduct investigations, issue subpenas to wit- 
nesses and other parties concerned, and administer oaths. The rules 
of the Legislative Assembly of the Virgin Islands existing on the date 
of approval of this Act shall continue in force and effect for sessions 
of the legislature, except as inconsistent with this Act, until altered, 
amended, or repealed by the legislature. 

(h) The Governor of the Virgin Islands shall fill any vacancy in 
the office of a member of the legislature by appointment. If the 
vacant office is that of a senator from a district, the person appointed 
shall be a resident of the district from which the member whose office 
is vacant was elected. If the vacant office is that of a senator at 
large the person appointed may be a resident of any part of the Virgin 
Islands. In any case, the person appointed shall serve for the 
remainder of the unexpired term. 

Sec. 7. (a) [Regular sessions of the legislature shall be held an- 
nually, commencing on the second Monday in April, and shall con- 
tinue in regular session for not more than sixty consecutive calendar 
days in any calendar year: Provided, however, That the annual session 
for 1955 shall commence on the second Monday in January 1955, and 
shall continue in regular session for not more than sixty consectuve 
calendar days.J Regular sessions of the legislature shall be held an- 
nually, commencing on the second Monday in January (unless the legis- 
lature shall by law fix a different date), and shall continue in regular 
session for not more than sixty consecutive calendar days in any calendar 
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economic climate within which the minerals and metals industries 
operate. 

PN one of this existing legislation discloses that it was the intent of 
the Congress to establish departmental and agency programs to aid 
depressed minerals industries by increasing production. 

Beetbons 2 and 3 of the proposed resolutions deal with policy deter- 
minations by the Congress. 

This Department concurs in the objectives of the policy statement 
set forth in section 2. In fact, the Cabinet Committee on Minerals 
Policy made similar recommendations to the President in its report 
of November 30, 1954. The present administration approved that 
report and has since made several legislative proposals embodying 
the suggested policy. In this connection, we have made complete 
commodity-by-commodity analyses of the minerals industries and 
made definite program proposals to the Congress. This Department 
has repeatedly stated its position in favor of the maintenance of sound 
domestic minerals and metals industries. 

At the request of this Department, the last session of Congress 
passed Public Law 701, providing for a permanent Federal program 
for participating with industry in the continuation of aggressive domes- 
tic exploration for minerals. - Additional funds have been provided by 
the Congress for expansion of programs of the Bureau of Mines and 
the Geological Survey which directly assist in promoting the health 
and vigor of the domestic mining and metals industries. Continuously 
programs and activities are being initiated and carried out which are 
directed to making wise and full use of our natural mineral resources 
on a sound basis. 

With respect to section 3, dependence upon foreign sources for cer- 
tain of our mineral requirements, in part or in whole, is necessary 
because many minerals are not found in sufficient quantity in the 
United States to supply our needs. This fact was one of the reasons 
for institution of the stockpile program. Based upon our present 
knowledge of reserves, total national self-sufficiency in all minerals 
and metals could not economically and readily be achieved except at 
excessive and prohibitive cost. For many mineral commodities it 
could be achieved in varying degrees—all directly related to cost. 
For still other minerals, we have such a plentiful domestic supply as 
to be the principal world source. Self-sufficiency in minerals is directly 
related to quantity and grade of ore reserves. In a competitive econ- 
omy in the free enterprise system, self-sufficiency is directly related 
to costs of production. 

We believe wholeheartedly in aggressive and continuing search for 
new minable domestic ore reserves and in aggressive research programs 
to make better use of what we have and to find substitutes for what 
we have not. We believe that concentration of effort in these areas 
will achieve the best results and will provide the greatest overall 
benefits to our national economic well-being. 

We do not believe it is in the national interest to pursue the course 
of self-sufficiency beyond prudent and reasonable economic limits. 
This Department has stated that it is ready and willing to support 
sound Government programs for the minerals industries where the 
economic facts and the national interest justify them. 

The context of section 3 of these proposed resolutions would imply 
that the Federal Government should adopt policies which would 
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the vacancy is filled. The order of appointment by the court shall 
be filed with the clerk of the court.] 

Sec. 27. The President shall, by and with the advice and consent of 
the Senate, appoint a United States attorney for the Virgin Islands to 
whose office the provisions of chapter 31 of title 28, United States Code, 
shall apply, except that the Attorney General shall not appoint more than 
one assistant United States Attorney for the Virgin Islands. Except as 
otherwise provided by law it shall be the duty of the United States attorney 
to prosecute all offenses against the United States and to conduct all legal 
proceedings, civil and criminal, to which the Government of the United 
States is a party in the district court and in the inferior courts of the 
Virgin Islands. He shall also prosecute in the district court in the name 
of the government of the Virgin Islands all offenses against the laws of 
the Virgin Islands which are cognizable by that court unless, at his request 
or with his consent, the prosecution of any such case is conducted by the 
attorney general of the Virgin Islands. The United States attorney may, 
when requested by the Governor or the attorney general of the Virgin 
Islands, conduct any other legal proceedings to which the government of 
the Virgin Islands is a party in the district court or the inferior courts 
of the Virgin Islands. In the case of a vacancy in the office of United 

tates attorney, the District Court of the Virgin Islands may appoint a 
United States attorney to serve until the vacancy is filled. The order of 
appointment by the court shall be filed with the clerk of the court. 


* * * * « * 
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AUTHORIZING THE SECRETARY OF THE NAVY TO 
ACQUIRE CERTAIN LAND ON THE ISLAND OF GUAM 


SEPTEMBER 8 (legislative day, SppremBer 5), 1959.—Ordered to be printed 


Mr. Jackson, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 3608] 












The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H.R. 3608) to authorize the Secretary of the Navy to 
acquire certain land on the island of Guam, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass 

Committee action was unanimous, and the measure has the ap- 
proval of both the Departments of the Navy and the Interior. 


PURPOSE OF THE BILL 











The purpose of H.R. 3608 is to authorize the Secretary of the Navy 
to acquire fee title or permanent easements to any land on the island 
of Guam, Mariana Islands on which the U.S. Navy has constructed 
roads since July 21, 1944, and to authorize appropriations therefor. 
A companion bill, S. 1930, introduced by Senators Kuchel and Jackson 
of the Subcommittee on Territories. 


NEED FOR THE LEGISLATION 












_ A primary road system was constructed by the Navy on Guam dur- 
ing and immediately following World War II under emergency condi- 
tions and without concern for the ownership of the land involved. 
The total mileage of the system constructed since July 21, 1944, is 
127.2. Of this total, 91.6 miles have been designated as joint use 
highways and, for the most part, are open to unrestricted public use, 
and it is understood that by enacting this legislation no limitation is 
intended on the usage of the roads by the public and the use will 
continue as heretofore. Title to 112.1 miles has already been obtained. 
The government of Guam will acquire title to 1.9 miles of right-of-way. 
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The remaining 13.2 miles are presently under lease to the Navy and 
are the subject of this legislation. These 13.2 miles are in 584 parcels. 
held by 772 owners. 

Earlier enactments authorized or made appropriations which were 
believed to be sufficient to acquire all of the needed lands, but the 
amounts prescribed turned out to be insufficient. The enactment of 
H.R. 3608 is therefore necessary. 


COST 


The enactment of this bill will require an expenditure of approxi- 
mately $2 million in Federal capital funds. This capital expenditure, 
however, will be offset by a saving of $86,000 now paid annually for 
rental of the land in question. In assessing the valuation of the roads 
to be purchased, consideration will be given to the amount of money 
previously paid as rent for the use of the roads. While it is not ex- 
pected that the valuation of the roads should be increased by the 
amount of the rental previously paid, it is expected that some credit 
will be given. 

DEPARTMENTAL RECOMMENDATION 


The favorable reports of the Navy, the Interior Department, and 
the Bureau of the Budget on the companion Senate bill are set forth 
below. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 28, 1959. 
Hon. James H. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 


My Dear Mr, Cuarrman: Reference is made to your request for 
the views of the Department of Defense with respect to S. 1930, 
a bill to authorize the Secretary of the Navy to acquire certain land on 
the island of Guam. The Secretary of Defense has delegated to 
this Department the responsibility for expressing the views of the 
Department of Defense. 

This bill would authorize the Secretary of the Navy to acquire fee 
simple title or easement to any land on the island of Guam on which 
the Navy has constructed roads since January 1, 1945, and would 
authorize the appropriation of sums necessary therefor not to exceed 
$2 million. 

The principal joint-use primary highways on the island of Guam 
were, for the most part, constructed during and shortly after World 
War II to serve military forces operating on the island. These roads, 
except within the confines of most military reservations, are now open 
to unrestricted public use and have played an important part in the 
development and growth of the economy of Guam. 

There are approximately 91 miles of joint-use highways on the 
island of Guam; 78.4 miles of joint-use roads which are owned or con- 
trolled by the Federal Government and 13.2 miles of joint-use roads 
under lease to the Government. 

Public Law 519, 80th Congress (May 10, 1948) appropriated 
$1,600,000 for the base development program on Guam, including the 
acquisition of some easements for roads and utilities. Public Law 155, 
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82d Congress (Sept. 28, 1951) authorized and Public Law 254, 82d 
Congress appropriated $385,000 for the balance of the roads rights-of- 
way. It was anticipated that this amount would permit completion 
of the acquisition of the necessary highways. However, this amount 
proved vastly inadequate because of the rapid increase in land values 
which had taken place. Consequently 13.2 miles had to be placed 
under lease pending additional legislation. 

The estimated cost of acquiring a permanent interest in the remain- 
ing highway rights-of-way proposed for acquisition is $1,820,000. 
To guard against further increase in land values, to the maximum 
extent possible, Government officials on Guam have spent the last 
year completing and perfecting acquisition action and it is estimated 
that final action to acquire permanent rights for and on behalf of the 
Government could be accomplished within 90. days after enactment, 
appropriation and apportionment of funds. Hence, it is considered 
that the $2 million to be provided by the subject proposed legislation, 
represents the amount that will be needed to complete the acquisition 
of highway or utility rights-of-way required by the Government if such 
action can be taken on a current basis. 

The date “January 1, 1945,” line 7 of the bill, should read “July 21, 
1944.” 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to the Congress and that it expects that, 
if the bill is enacted and if the necessary funding is approved, the 
government of Guam will assume full maintenance of the roads in 
question. 

Sincerely yours, 





Joun S. McCarn, Jr., 
Rear Admiral, U.S. Navy, Chief of Legislative Liaison 
(For the Secretary of the Navy). 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., June 15, 1959. 

Hon. James E. Murray, 

Chairman, Committee on Interior and Insular Affairs, U.S. Senate, 

Washington, D.C. 

Dear Senator Murray: Your committee has requested a report 
on S. 1930, a bill to authorize and direct the Secretary of the Navy to 
acquire, in fee or otherwise, lands and right in lands in the island of 
Guam, and for other purposes. 

It is recommended that the bill be enacted. 

The bill would authorize the Secretary of the Navy, or his designee, 
to acquire fee simple title, by purchase or otherwise, or such lesser 
interests as is deemed appropriate, to land on the island of Guam, 
which has been used by the Department of the Navy since January 1, 
1945, for the construction of roads. An appropriation, not to exceed 
$2 million would also be authorized for the land acquisition. 

_During the exigencies of the wartime reoccupation and rehabilita- 

tion of Guam, roads were constructed without the formalities of 
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acquiring proper titles or easements to the land. Although the mili- 
tary have been engaged in a continuing effort to acquire the necessary 
rights to the lands, the rapidly rising land values have made past 
appropriations for this purpose inadequate and the unacquired lands 
have been under lease. 

In view of the increasing land values, and the longer these roads 
remain under lease, the more the eventual acquisition of the land will 
cost. Although the roads in question are so-called joint-use high- 
ways, those used by both military and civilian traffic, it is believed that 
the responsibility for acquiring the rights to the lands rests upon the 
U.S. Government and the Navy which built the roads. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Roacer Ernst, 
Assistant Secretary of the Intervor. 


Executive Orrick oF THE PRESIDENT, 
BurBavu OF THE BupGet, 
Washington, D.C., June 10, 1959. 
Hon. James E. Murray, 
Chairman, Senate Committee on Interior and Insular Affairs, 
Senate Office Building, Washington, D.C. 

My Dear Mr. CuarrMan: This is in reply to your letter of May 14, 
1959, requesting the comments of this office with respect to S. 1930, 
a bill to authorize and direct the Secretary of the Navy to acquire, 
in fee or otherwise, lands and rights in lands in the island of Guam, and 
for other purposes. 

For the reasons given in the reports which the Navy and Interior 
Departments are submitting to your committee on this bill, the 
Bureau of the Budget would have no objection to the enactment of 
S. 1930. We wanbl, however, expect that, if the bill is enacted and 
the necessary funding is approved, the government of Guam will 
assume full maintenance of the roads on the lands whose acquisition 
would be authorized. 

Sincerely yours, 


(Signed) Paix S. Hueuss, 
Assistant Director for Legislative Reference. 


O 
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CONCEALMENT OF ASSETS IN CONTEMPLATION OF 
BANKRUPTCY 


SEPTEMBER 8 (legislative day, SepremBer 5), 1959.—Ordered to be printed 


Mr. Easttanp, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H.R. 5747] 


The Committee on the Judiciary, to which was referred the bill 


(H.R. 5747) to amend section 152, title 18, United States Code, with 
respect to the concealment of assets in contemplation of bankruptcy, 
having considered the same, reports favorably thereon, without 
amendment, and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to provide that individuals 
who knowingly and fraudulently tranfer or conceal their property in 
contemplation of their own bankruptcy shall be held to the same 
degree of accountability as the law now provides for agents and officers 
of potential bankrupts. 

STATEMENT 


mae pee legislation has been requested by the Attorney 
eneral. 

The proposed legislation has been recommended favorably by the 
Administrative Office of the U.S. Courts. 

The first paragraph of section 151 of title 18, United States Code, 
now subjects to prosecution— 


Whoever knowingly and fraudulently conceals from the 
receiver, custodian, trustee, marshal, or other officer of the 
court charged with the control or custody of property, or 
from creditors in any bankruptcy proceeding, any property 
belonging to the estate of a bankrupt. 

84006 
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The law is well established that in such a prosecution the Govern- 
ment must prove that the assets were concealed after the appointment 
of a trustee or receiver. 

The sixth paragraph of section 151 of title 18, United States Code, 
now subjects to prosecution— 


Whoever, while an agent or officer of any person or corpora- 
tion, and in contemplation of a bankruptcy proceeding by or 
against such person or corporation, or with intent to defeat 
the bankruptcy law, knowingly and fraudulently transfers or 
conceals any of the property of such person or corporation. 


Thus a higher degree of accountability is required of agents and 
officers, who are subject to prosecution for the concealment of assets 
in contemplation of Ksbaumdan: than is now required of individuals, 
who are not subject to prosecution for the concealment of assets in 
contemplation of their own bankruptcy. 

The proposed legislation is designed to make individuals who conceal 
or transfer assets in contemplation of their own bankruptcy subject 
to the same prosecution as is now provided for agents or officers. 

The committee believes that the proposed legislation, as requested 
by the Department of Justice, is meritorious and recommends it 
favorably. 

Attached and made a part of this report are (1) letter dated March 
9, 1959, from the Attorney General; and (2) a letter dated June 26, 
1958, from the Administrative Office of the U.S. Courts on a related 
bill of the 85th Congress, S. 3878; the changes proposed in S. 3878 
of the 85th Congress by the letter from the Administrative Office of 
the U.S. Courts have been incorporated in H.R. 5747 of the 86th 
Congress. 


Orrick OF THE ATTORNEY GENERAL, 
Washington, D.C., March 9, 1959. 

The Vice PrestpENt, 

U.S. Senate, Washington, D.C. 


Dear Mr. Vics Presipent: The Department of Justice recom- 
mends the amendment of section 152 of title 18, United States Code, 
relating to the concealment of assets in bankruptcy matters. 

Paragraph 1 of section 152 subjects bankrupts to prosecution for 
the concealment of assets. However, the law is well established that 
in such a prosecution the Government must prove that the assets 
were concealed after the appointment of a trustee or receiver. 

On the other hand, paragraph 6 of the section prohibits officers and 
agents of potential bankrupts from concealing the assets of such per- 
sons or corporations in contemplation of bankruptcy—before the ap- 
pointment of a trustee or receiver. ; 

It would seem that individuals who dispose of their property 0 
contemplation of their own bankruptcy should be held to the same 
degree of accountability as agents or officers of others who are poten- 
tial bankrupts. 

The attached draft legislation would strengthen the statute while 
removing the inequity now inherent in it. Your consideration and 
appropriate reference of the proposal is requested. 
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The Bureau of the Budget has advised that there is no objection to 
the submission of this recommendation. 
Sincerely, 
Wituram P. Roacers, 
Attorney General. 


ADMINISTRATIVE OFFICE OF THE 
U.S. Courts, 
Washington, D.C., June 26, 1958. 
Senator James O. EastLanp, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 

Dear Senator Eastianp: This is in reply to your letter of June 
25, 1958, inquiring about the bill, S. 3878, which is pending before the 
Judiciary Committee of the Senate. The bill would amend the crimi- 
nal law relating to the concealment of assets in bankruptcy cases. 

The purpose of the proposed amendment is to provide that indi- 
viduals who conceal their property in contemplation of their own 
bankruptcy will be held accountable. Under the present law the 
Government must prove that assets were concealed by the bankrupt 
after the petition in bankruptcy is filed; in contrast, agents and officers 
of the bankrupt are chargeable for concealment of assets in contem- 
plation of bankruptcy. 

The sixth paragraph of section 152, title 18 of the United States 
Code now reads as follows: 

“Whoever, while an agent or officer of any person or corporation, 
and in contemplation of a bankruptcy proceeding by or against such 
caine or corporation, or with intent to defeat the bankruptcy law, 

nowingly and fraudulently transfers or conceals any of the property 
of such person or corporation; or’. 
aa of a fine up to $5,000 or imprisonment for 5 years are pro- 
vided. 

The bill would strike the words ‘“‘while an agent or officer of anv 
person or corporation, and’. It would also change the first word 
“such” to “any’’. 

As thus amended by the bill as proposed, the paragraph would read: 

“Whoever, in contemplation of a bankruptcy proceeding by or 
against any person or corporation, or with intent to defeat the bank- 
ruptcy law, hiowitisty and fraudulently transfers or conceals any of 
the property of such person or corporation; or’’. 

A bill, H.R. 10599, which is identical to S. 3878 was considered by 
the Judicial Conference of the United States at its meeting on March 
18, 1958, and the Conference recommended the enactment of the bill, 
an, however, a clarifying amendment making the bill read as 
ollows: 

“Whoever, either individually or as an agent or officer of any 

erson or corporation, in contemplation of a bankruptcy proceeding 

y or against any person or corporation, or with intent to defeat 
the bankruptcy law, knowingly and fraudulently transfers or conceals 
any of the property of such person or corporation; or’. (Conference 
report March 1958 session, p. 20.) 

H.R. 10599 is now pending before the House Judiciary Committee 
for consideration, 

Sincerely yours, 
Warren Ouney III, Director. 
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CHANGES IN Existine Law 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 152, Tirte 18, Unirep Srates Copr 
’ ’ 


§ 152. Concealment of assets; false oaths and claims; bribery. 

Whoever knowingly and fradulently conceals from the receiver, 
custodian, trustee, marshal, or other officer of the court charged with 
the control or custody of property, or from creditors in any bankruptcy 
proceeding, any property belonging to the estate of a bankrupt; or 

Whoever knowingly and fraudulently makes a false oath or account 
in or in relation to any bankruptcy proceeding; or 

Whoever knowingly and fraudulently presents under oath any false 
claim for proof against the estate of a bankrupt, or uses any such claim 
in any bankruptcy proceeding, personally, or by agent, proxy, or 
attorney, or as agent, proxy, or attorney; or 

Whoever knowingly and fraudulently receives any material amount 
of property from a bankrupt after the filing of a bankruptcy proceed- 
ing, with intent to defeat the bankruptcy law; or 

Whoever knowingly and fraudulently gives, offers, receives or 
attempts to obtain any money or property, remuneration, compen- 
sation, reward, advantage, or promise thereof, for acting or forbearing 
to act in any bankruptcy proceeding; or 

[Whoever, while an agent or officer of any person or corporation, 
and in contemplation of a bankruptcy proceeding by or against such 
person or corporation, or with intent to defeat the bankruptcy law, 
knowingly and fraudulently transfers or conceals any of the property 
of such person or corporation; or] 

Whoever, either individually or as an agent or officer of any person or 
corporation, in contemplation of a bankruptcy proceeding by or against 
him or any other person or corporation, or with intent to defeat the 
bankruptcy law, knowingly and fraudulently transfers or conceals any 
of his property or the property of such other person or corporation; or 

Whoever, after the filing of a bankruptcy proceeding or in con- 
templation thereof, knowingly and fraudulently conceals, destroys, 
mutilates, falsifies, or makes a false entry in any document affecting 
or relating to the property or affairs of a bankrupt; or 

Whoever, after the filing of a bankruptcy proceeding, knowingly 
and fraudulently withholds from the receiver, custodian, trustee, 
marshal, or other officer of the court entitled to its possession, any 
document affecting or relating to the property or affairs of a bankrupt, 

Shall be fined not more than $5,000 or imprisoned not more than 
five years, or both. 0 
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AMENDING THE ACT ENTITLED “AN ACT TO AUTHORIZE THE 
ESTABLISHMENT OF A BAND IN THE METROPOLITAN POLICE 
FORCE” SO AS TO PROVIDE RETIREMENT COMPENSATION FOR 
THE PRESENT DIRECTOR OF SAID BAND AFTER 10 OR MORE 

YEARS OF SERVICE 





SEPTEMBER 8 (legislative day, SepremMBER 5), 1959.—Ordered to be printed 


Mr. Bratz, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


{To accompany H.R. 3030} 





















The Committee on the District of Columbia, to whom was referred 
the bill (H.R. 3030) to amend the act entitled “An act to authorize 
the establishment of a band in the Metropolitan Police force’’ so as to 
provide retirement compensation for the present director of said 
band after 10 or more years of service, and for other purposes, after 
full consideration, report favorably thereon with amendments and 
recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 1, strike lines 3 through 8, inclusive, and lines 1 and 2 on page 
2, and insert in lieu thereof the following: 


That the Act entitled “An Act to authorize the establish- 
ment of a band in the Metropolitan Police force’, approved 
July 11, 1947, as amended, is amended by inserting after sec- 
tion 2 thereof the following new sections: 


Page 3, line 11, insert the following sentence at the end of the line: 
Annuities authorized by this section shall be computed on the 
basis of compensated service rendered after July 11, 1947. 

Amend the title so as to read: 

An Act to amend the Act entitled “An Act to authorize 
the establishment of a band in the Metropolitan Police force’”’ 


s0 as to provide retirement compensation for the present 
director of said band after ten or more years of service. 
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Briefly, the measure, if enacted would accomplish the following: 
(1) Provide retirement for the present Director of the band, after 
10 or more years of service and the attainment of the age of 70, at 
compensation for himself and his surviving spouse equivalent to that 
which would be received by a Captain in the Metiupélitean Police force 
(and his surviving spouse) who might retire upon either age and s¢rv- 
ice grounds or for disability. (A limitation is placed by the measure 
upon the benefits which would accrue to the Director if retirement 
should be for disability reasons in that he would be eligible to qualify 
under the non-service-connected disability provisions but not under 
the service-connected disability provisions. The effect of the limita- 
tion is that the floor, or least amount, to which he would be entitled 
under these circumstances would be at 40 percent of his basic salary 
at the time of retirement, rather than the 66% percent of basic salary 
provided those who retire because of service-connected disabilities) ; 
and, 

(2) Assure that retirement payments to the present Director of the 
band, provided by the measure shall be in addition to any pension or 
retirement to which he might be entitled by virtue of other service, 
whether from the United States, or any other source. (The bill pro- 
vides, however, that he will be retired under the terms of this bill and 
not under the terms of the Civil Service Retirement Act under pro- 
visions of which the Director is now covered. Any moneys in the 
civil service retirement fund standing to his account which he has con- 
tributed and which have been contributed by the District of Columbia 
toward the cost of his annuity shall be transferred to the credit of the 
general revenues of the District.) 

The following information supplied by the Commissioners of the 
District of Columbia in a letter dated May 18, 1959, addressed to the 
chairman of the House Committee on the District of Columbia is 
made herewith a part of the report: 


The Director of the Metropolitan Police Department Band 
since it was established by act of Congress has been Mr. 
Charles Benter, formerly the Director of the U.S. Navy 
Band until his retirement in 1942. 

The Commissioners believe that both of the purposes of 
the bill are desirable—the first because it would relieve the 
officers and members of the necessity of requesting special 
detail to the band; the second because it would provide for 
the retirement with compensation of a person who has de- 
voted many years of good and faithful service to the develop- 
ment of the Metropolitan Police Department Band to a 
point where it is an excellent organization—a band that is 
considered to be the finest nonprofessional band in this part 
of the United States. 

The Commissioners would recommend enactment in recog- 
nition of the excellent service performed by Mr. Charles 
Benter during the years he has served as Dene of the 
Metropolitan Police Department Band. 


No witnesses appeared in opposition to the measure at the public 
hearing which was held July 23, 1959. 

The Commissioners of the District of Columbia have recommended 
enactment and have estimated that the cost of the bill, if enacted, 
would be $20,546. 
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CHANGES IN EXISTING LAW 





In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


(61 Stat. 311) 









































That there is hereby authorized to be established in the Metro- 
politan Police Department a band to perform at such municipal or 
civic functions and events as may be authorized by the Commissioners 
of the District of Columbia. The Major and Superintendent of Police 
is authorized in his discretion to detail, without additional compen- 
sation, such officers and members of the Metropolitan Police force 
as may request such a detail to participate in the activities of such 
band. The said Commissioners are authorized to employ, without 
reference to the civil-service laws, one director for such band with 
compensation at a rate not to exceed the rate of compensation to 
which a captain in the Metropolitan Police force is entitled. 

Sec. 2. Notwithstanding the limitations of existing law, the said 
Commissioners may appoint to, and employ in, the position of director 
of such band, any retired officer of the United States Army, Navy, 
Marine Corps, or Coast Guard, and such retired officer shall be 
entitled to receive, in addition to his retired pay, the compensation 
authorized by this Act to be paid to such director, such additional 
compensation to be payable from District of Columbia appropriations. 

Sec. 3. Notwithstanding the limitations of existing law, the person 
who is the director of the Metropolitan Police force band on the effective 
date of this section may elect to retire after having served ten or more 
years in such capacity and having aitained the age of seventy years. 

Upon such retirement, whether for age and service or for disability, 
said director and his surviving spouse shail be entitled to receive annuities 
im amounts equivalent to, and under the conditions applicable to, the 
annuities which a captain in the Metropolitan Police force and his sur- 
viving spouse may be entitled to receive after such captain has retired from 
said force for substantially the same reason as that for which said director 
may retire, whether for age and service or for disability, as the case may be. 
If the said director shall apply for retirement for disability, he shall not 
be eligible to retire under section 12(g) of the Act approved September 1, 
1916 (39 Stat. 718), as amended (sec. 4-527, D.C. Code, 1951 edition, 
Supp. VI), but he shall be eligible to apply for retirement under section 
12(f) of such Act, as amended (sec. 4-526, D.C. Code, 1951 edition, 
Supp. VI), in like manner as if the said director were an officer or 
member of the Metropolitan Police force. The annuities hereby au- 
thorized shall be in addition to any pension or retirement compensation 
which said director may be entitled to receive from any other source, 
whether from the United States or otherwise. The annuities payable to 
said director and his surviving spouse pursuant to this Act shall be pay- 
able from District of Columbia appropriations, but shall not be considered 
as annuities payable to an officer or member of the Metropolitan Police 
force or to the surviving spouse of such officer or member. Appropria- 
buns for the operations of the Metropolitan Police Department are made 
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available for this purpose. Annuities authorized by this section shall be 
computed on the basis of compensated service rendered after July 11, 1947. 

Sec. 4. The person who is the Director of the Metropolitan Police force 
band on the date of approval of this Act shall, upon his retirement from 
such position, be retired under the provisions of this Act and not under 
the Civil Service Retirement Act, and the moneys to his credit in the Civil 
Service Retirement and Disability Fund created under the authority of the 
Ciwil Service Retirement Act of May 29, 1930, as amended, on the date of 
such retirement, together with such moneys in such fund as may have 
been contributed by the District of Columbia toward the cost of his annuity 
under such Act, shall be transferred to the credit of the general revenues of 
the District of Columbia. 

Sec. §. Section 3 of said Act approved July 11, 1947, as amended, is 
renumbered “‘4”’. 

O 
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INCREASING THE RELIEF OR RETIREMENT COMPENSATION OF 
CERTAIN FORMER MEMBERS OF THE METROPOLITAN POLICE 
FORCE, THE FIRE DEPARTMENT OF THE DISTRICT OF COLUM- 
BIA, THE U.S. PARK POLICE FORCE, THE WHITE HOUSE POLICE 
FORCE, AND THE U.S. SECRET SERVICE; AND OF THEIR WIDOWS, 

WIDOWERS, AND CHILDREN 





SEPTEMBER 8 (legislative day, SerprempBer 5), 1959.—Ordered to be printed 


Mr. Biss, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H.R. 3735) 



























The Committee on the District of Columbia, to whom was referred 
the bill (H.R. 3735) to make the Policemen and Firemen’s Retirement 
and Disability Act Amendments of 1957 applicable to retired former 
members of the Metropolitan Police force, the Fire Department of the 
District of Columbia, the U.S. Park Police force, the White House 
Police force, and the U.S. Secret Service; and to their widows, wid- 
owers, and children, after full consideration report favorably thereon 
with amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 1, line 3, immediately after ‘“(a)’’, insert the following: “the 
amount of relief or retirement compensation payable to”’. 

Page 2, strike all of lines 3, 4, 5, and 6, and insert in lieu thereof the 
following: “United States Secret Service is hereby increased by 10 
per centum.” 

Page 2, line 23, immediately before the word “date” insert the words 
“first day of the month following the’’. 

Page 2, after line 23, insert the following new subsection: 


(d) No increase in relief or annuity shall be payable by 
reason of the enactment of this Act for any period before the 
effective date of the Policemen and Firemen’s Retirement 
and Disability Act Amendments of 1957, and this Act shall 
not be applicable in the case of any widow or any child 
otherwise entitled to benefits under this Act who died on or 
after October 1, 1956, but prior to the date of enactment of 
this Act. 

34006 
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Page 3, line 1, redesignate subsection “(d)” as “‘(e)”. 
Amend the title so as to read: 


An Act to increase the relief or retirement compensation 
of certain former members of the Metropolitan Police force, 
the Fire Department of the District of Columbia, the United 
States Park Police force, the White House Police force, and 
the United States Secret Service; and of their widows, 
widowers and children. 


The committee amendments to the bill would accomplish the 
following: 

Limit the amount of relief or retirement compensation payable to 
those persons who retired prior to October 1, 1956, the effective date 
of the Policemen and Firemen’s Retirement and Disability Act 
Amendments of 1957, to 10 percent, rather than the average increase 
of 33% percent as provided in the House-passed bill; 

Make the effective date, as pertains to former retired policemen 
and firemen, the first day of the month following the date of enact- 
ment of this act, so as to make uniform the time of payment of retire- 
ment compensation to all such retirees; and 

Make clear that no increase in relief or annuity as provided for in 
the bill shall be payable to the estate of any widow or child between 
the date of October 1, 1956, the effective date of the Policemen and 
Firemen’s Retirement and Disability Act Amendments of 1957, and 
the date of enactment of this act. 

The bill, as amended, and upon enactment, will— 

(1) provide a 10-percent increase of present retirement annuity 
to those former members of the Metropolitan Police force, the 
Fire Department of the District of Columbia, the U‘S. Park 
Police force, the White House Police force, and the Secret 
Service, who retired prior to October 1, 1956; and 

(2) extend the benefits of the 1957 amendments to the Police- 
men and Firemen’s Retirement and Disability Act to the widows 
and surviving minor children of deceased firemen and policemen 
who died prior to the effective date of the 1957 amendments. 

The committee in considering the testimony presented at hearings 
July 23, 1959, concurred strongly with the position of the Board of 
Commissioners of the District of Columbia and other witnesses who 
then testified, that relief was due in equity to the widows and surviv- 
ing minor children of the deceased members of the various branches 
of the services. Since the present monthly rates for such widows 
and children are $125 for widows and $25 for each child, and since 
these rates have remained unchanged in a decade, an adjustment for 
these dependents is overdue. The cost of this section of the bill is 
estimated to be $4,916,000 for the remainder of the potential life 
expectancy of widow beneficiaries. 

Che increased benefits for a widow and one child would rise from 
the present $150 a month to $200 per month. The formula for 
computing the increased benefits to such widows and children, the 
committee was given to understand, follows the civil service formula 
for similar situations when an employee dies in active duty status. 
This section of the bill would place on a complete parity the protection 
accorded the surviving dependents of men who died prior to the 
effective date of the 1957 amendments and the survivors of men who 
died after the effective date of the amendments. 
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In considering the adjustments to be accorded retirees who do not 
have the benefits of the 1957 amendments, the committee gave careful 
consideration to the proposition that they should in equity be accorded 
the same benefits as those former members who retired subsequent to 
the effective date of the 1957 amendments. To do this however, 
would involve expenditures of a magnitude of $19 million over the life 
expectancy of the retirees. The committee further took note of the 
fact that under the equalization clause of the present retirement sys- 
tem, which has been in operation since 1923, automatic increases in 
retirement annuities occur whenever a pay raise for active members 
of the forces is granted. 

The following chart which sets forth examples of the relationships 
between the annuities of various classes of employees under present 
law, the salary received at date of retirement, the amount of retire- 
ment increases which have already occurred as a result of the equaliza- 
tion factor, and the amounts which would be received under the House 
and Senate committee proposals is made herewith a part of the report: 
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Years of service Number 


Disability retirements: 
Under 3343 


Voluntary retirements: 
a NI IIIT corcxen sities elisains elo ctv ai bs chicane aed alten daecrdiek ea chceacdeemmianaaee aie laa 
30 or more 


De nididsihitibntinimicnnimiectc dna mtiaditisdntiaenmnmaa atid a amt 


A cost statement, prepared by the government of the District of 
Columbia, of the 10-percent increase in annuities for retired members 
of the forces who do not have the benefits of the 1957 amendments is 
made herewith a part of the report: 


Statement of estimated cost of sec. 1(a) of H.R. 3735 (relating to retired policemen 
and firemen) proieoted in 5-year periods from Oct. 1, 1959, through 1984 and the 
period thereafter, based on 10-percent annual increase to each retiree 


Cost under 
Period: H.R. 8735 


$1, 785, 000° 

1, 419, 600 

1, 038, 600 

Sn cnc iiscciancamadumaiiaaesacedaassanan aon 697, 500 
1980-84 417, 600 


396, 900 


5, 755, 200- 


It is the view of the committee that the 10-percent annuity increase 
herein recommended represents an equitable upward adjustment for 


this group of employees. While it is recognized that the proponents 
of a greater increase may find it inadequate, nevertheless, it is the 
considered judgment of the committee that a greater increase at this 
time would widen too greatly the existing disparity of treatment 
accorded the members of other retirement systems under the District 
government, specifically the teachers and the civil service retirees.. 
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STUDY COMMISSION ON ALASKA 
SepremBer 8 (legislative day, Sepremper 5), 1959.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany S. 2628} 


The Committee on Public Works, to whom was referred the bill 
(S. 2628) to establish the U.S. Study Commission on the Development 
of the Rivers, Ports, and Drainage Basins (and intervening areas) of 
the State of Alaska, having considered the same, report thereon with 
amendments, and recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 5, line 12, strike out ‘“‘Eight”’ and insert in lieu thereof ‘‘Seven’”’. 

Page 5, line 14, change the comma to a period, and strike out the 
remainder of the sentence through line 16. 

Page 12, line 4, strike out “five’’ and insert in lieu thereof ‘‘seven’’. 


PURPOSE 


The prepees of the bill, as amended, is to authorize the establish- 


ment of a U.S. Study Commission which would be responsible for the 
preparation of integrated and cooperative investigations, studies, and 
surveys of land and water resources in the State of Alaska. 

The Study Commission would be empowered to prepare plans for 
development of land and water resources of the area, including ports, 
and to submit a report on such plans to the President. The Study 
Commission would be composed of 14 members who would be ap- 
pointed by the President: 6 members would be from Federal Depart- 
ments and 7 members from the State of Alaska at large. The Chair- 
man of the Commission would be the 14th member and would be a 
resident of Alaska. 

The Commission would prepare a final report for submission to the 
President within 7 years after the appointment of the members of the 
Commission by the President, and said Commission would cease to 
exist within 3 months from the date of the submission of its final re- 
port to the President, who, within 90 days after receipt of the final 
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report, shall transmit it to the Congress with his views, comments, and 
recommendations. 
DESCRIPTION OF AREA 


The State of Alaska consists of the great peninsula forming the 
northwesterly portion of the North American Continent, including 
the sharply tapering Alaska Peninsula and the Aleutian Island chain. 
It also includes the narrow strip of continental land to the southeast, 
separating Canada from the North Pacific Ocean, which, with the 
closelying Alexander Archipelago, is known as southeastern Alaska, 
or the Panhandle of Alaska. 

The State of Alaska has a land area of 586,400 square miles, about 
one-fifth that of the continental United States; and a coastline of 
about 15,000 miles, almost twice that of the United States as com- 
prised by the old 48 States. Tbe land mass of Alaska extends north- 
ward beyond latitude 71 degrees north to the Arctic Ocean; eastward 
to the Canadian border at longitude 141 degrees west; southward to 
the Pacific Ocean at about latitude 59 degrees north; and westward to 
longitude 168 degrees west, 56 miles from the Russian mainland across 
Bering Strait. The State includes about 1,100 islands in southeastern 
Alaska; the islands of the Aleutian chain, extending westward across 
the international date line to within 526 miles of the Russian base at 
Petropavlosk; a few large, widely scattered barren islands in the 
Bering Sea; and, still farther north in Bering Strait, Little Diomede 
Island, less than 2 miles by water from the Russian island of Big 
Diomede. 

The Panhandle of Alaska consists of a densely wooded mountain 
range approximatly 120 miles wide and extending southeastward 
about 350 miles from the 141st meridian. Partial submergence has 
transformed hundreds of its mountains into islands and most of its 
gorges into protected water passages, resulting in a total shoreline of 
about 9,000 miles. On the mainland, the mountains range up to 
9,000 feet in height and glaciers fill the narrow canyons, attaining 
great size and extending down to the sea in the northern portion of 
the area. 

West of the 141st meridian, the mountains range far inland. Large 
islands and deep inlets alternate with mountains and active glaciers 
to make an uneven coastline and rugged topography. Several peaks 
rise to 15,000 feet or more, and Mount McKinley, the highest, is 
more than 20,000 feet above sea level. Beyond the coastal moun- 
tains is the great interior portion of Alaska, a region of gently rolling 
uplands extending northward to the Brooks Range and traversed 
by the broad channels of the 2,300-mile Yukon River and its tribu- 
taries, and farther south, by the Kuskokwim River. The lower, 
western reaches of these rivers are flat and swampy and the coast of 
the Bering Sea is characterized by shoal waters and extensive deltas 
formed by deposits from the rivers. Harbors are virtually non- 
existent, and cargo is generally lightered from deep-draft vessels. 
The Brooks Range separates interior Alaska from the Arctic slope 
area. 

The south coast of the Alaska Peninsula and the shores of the Aleu- 
tian Islands are irregular and broken. The land masses are high 
and bold, with many voleanoes and mountains. There are rugged 
cliffs and outlying rocks and islands at some points and treacherous 
shoals at others. The peninsula contains many lakes and sizeable 
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streams. Many of the islands are separated by navigable passages 
and contain harbors offering some security for smaller vessels. 

Alaska’s chief industries are fishing, mining, trapping, and lumber- 
ing, with agriculture playing a minor role. Oil development has been 
under exploration for several years and offers chances for expansion 
into a great potential industry in certain sections. Development of 
recreational facilities gives promise of establishing another important 
source of employment and income. Fish and fish products constitute 
about 75 percent of the value of Alaska’s exports, and furnish the 
principal employment for about one-third of the State’s population. 
About one-half of the world production of canned salmon comes from 
Alaska. This primary industry is essential to the economy of the 
State and is entirely dependent on the provision of adequate naviga- 
tion and harbor facilities. 

Most of southeastern Alaska and the coastal portions and islands 
of the Prince William Sound area, containing about 23 million acres, 
are included in the Tongass and the Chugach National Forests. It is 
estimated that the two forests contain 80 billion feet board measure of 
commercial timber. In addition, the forest of Alaska could produce, 
in perpetuity, about 1 million tons of high-grade pulp annually. One 
large pulp mill is now in operation near Ketchikan. 

The terrain in most sections of Alaska is not suitable for tillage. 
About 65,000 square miles, or one-ninth of the State’s area, are con- 
sidered to be cultivable, and an additional 35,000 square miles usable 
for grazing livestock. The lands best suitable for farming are in the 
Matanuska and Tanana Valleys, and on the west side of Kenai Penin- 
sula; but agricultural ventures in the Yukon and Kuskokwim Valleys 
and on Kodiak and other islands indicate that they also contain poten- 
tial farm lands. Dairying, chicken farming, and hog raising are the 
most promising forms of agriculture, although potatoes, cabbage, 
celery, lettuce, and other vegetables, particularly root vegetables, 
are successfully raised, along with some grains and berries. 

Southeastern Alaska.—Southeastern Alaska may be likened to a 
drainage basin in which the tidal channels and waterways lying 
generally north and south, taken as a single tidal inlet, are analagous 
to a main river system and its principal tributaries into which the 
actual drainage takes place. Hundreds of lakes, rivers, and creeks 
drain from the west side of the coast range and St. Elias Mountains 
and from the islands of the Archipelago directly into the tidal bays 
and inlets. The total land area of southeastern Alaska is about 
35,700 square miles. The principal streams are as follows: 


Stream Tidal drainage Drainage area 
(square miles) 


Unuk River_..- fd .| Behm Canal. < 960 
acai River... Dry Strait- 19, 700 

aku River__.. oe 6, 700 
Chilkat River... Lynn Canal...- 4 1, 230 
Alsek River | Gulf of Alaska 19, 500 


' Largely in Canada. 


Southwestern Alaska.—Southwestern Alaska comprises an area of 
about 71,000 square miles south of the Ahklun Mountains and Alaska 
Range, with 58,000 square miles on the mainland, 6,000 square miles 








4 STUDY COMMISSION ON ALAS... 


in the Kodiak Island group; 7,000 square miles in the offshore and 
80 islands of the Aleutian chain which extends 1,100 miles westward 
from the end of the Alaska Peninsula; and 200 square miles in the 
Pribilof group. The northern portion of the area contains many 
active glaciers. The mountain ranges were principally volcanic by 


origin, most of which are still active. The principal streams are as 
follows: 







Drainage 
Stream Tributary to— area (square 


miles) 













Goodnews River 












a ala a NE ecient cdeaénsedccéadiins 1, 050 
ETN eT uh. Solo cnstcconnseeccunusdacne NI lacie cone csc Paseakenbidiics acaba 1, 935 
PO nk on cendawndeida cadets Dass Ag Lbs « sian ideile kine iepetde we weet baie 14, 100 
a aatecperenep unnieietniin SU I ge 4, 300 
RE PME Ah Sock nalnidhboscuddneecenwcocuake SN ere auto ddo suai osonecke 7, 730 
a WOR MGUOR: cance stndunbesvdnnedecieh 3, 700 
RUUD ae niita co aarabonsndugeconnasomeee SII <<: coctienccbdcutanigepesneens ad 1, 390 
URINE ROU sbi ei cialis ecbabinainaih baehelee MN GALL bs dicebnied dan Sbcwhelcdvadad 3, 730 
eS a, ae a ee ha 2, 740 
WP NONE, dk dah ch de ce dees kik cs ei ; 






Northwestern Alaska.—The area of northwestern Alaska comprises 
about 150,500 square miles north of the Yukon River drainage basin, 
consisting of the Arctic slope, the Brooks Range, the central plateau, 
and the Pacific mountain system. Many of the streams in this area 
are short, rising near the coast, with flat gradients and flat river 
deltas near the coast. There are few active glaciers in this area. The 
area is dotted with many lakes, most of which are glacial, volcanic, 
and tundra lakes; many of which have no inlet or outlet streams and 
are underlain by permafrost which prevents escape of water by 


percolation into underground aquifers. The principal streams of this 
area are as follows: 































Tributary to— Drainage area 

(square miles) 

IO 0a ins S orsnncddnnnngenknGihideradied call 2, 000 
Bieta sad a sli id: | 2, 165 
ke 2, 250 
Kuzitrin River 1, 915 
Buckland River... 1, 840 
Selawik River_-_-_- 5, 350 
Kobuk River.__.- 15, 450 
I i lal ei 10, 900 
EE MANN ie erst clk. tation cannecontonee 1, 670 
I ROU. 62nd Sbsébnptineddbniviabsnhgldibised 2, 130 
ua mani nadanmde 1 1, 925 
I a ds hudianwean 5 2, 270 
I I aa en ane IEE GO. os kd 6 ded d dats sdiasis 12, 000 
NN hai ee ll ainash niin aisiheeninendcalihided alent 1, 830 
INO sic cicnccsnapanebduanconsedentctel is isidceasedssiondccndcbdonasnct 2, 770 








Copper rwer and gulf coast.—This area consists of about 35,000 
square miles in south central Alaska from the 141st meridian west- 
ward to the tip of the Kenai Peninsula, draining into the Gulf of Alaska. 
The Copper River and its tributaries comprise the principal stream 
system in this area, as all other drainages originate in the narrow con- 
fines of the coastal slopes and discharge through short, steep channels 
directly into tidewater. The entire region may be generally classified 
as rugged, mountainous terrain, although the river valleys of the 
interior basin afford corridors between the mountain masses and the 
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extensive high level plain found in the northwestern portion of the 
area. Numerous lakes and cmp | defined drainage characterizes this 
plateau country. Copper River drains an area of 24,400 square miles, 
of which 1,270 square miles are in Canada. It rises in the Wrangell 
Mountains and flows into the Gulf of Alaska about 30 miles east of 
Cordova. It flows through a deep canyon in the Chugach Mountains 
near the coast, and on emergence from the mountains, drops its bur- 
den of silt to form the extensive Copper River Flats. The principal 
tributaries of Copper River, all of which rise in the high mountains, 
are as follows: 

Drainage 

area 


(square 
Tributary: miles) 


Gulkana River 
SGI MRCOG! s cn wah acmtadseuatinawiaa mana cede iks ote 2, 450 
mite PVOR: ods ods. ccbieacawbben sleuwadedeues ones 8, 530 
Bremner River 


Cook Inlet and tributaries —Cook Inlet and its tributaries lies be- 
tween the drainage areas of the Copper River on the east, the Yukon 
River on the north, and the Kuskokwim River on the west. The total 
drainage area is about 37,000 square miles, and the water area of Cook 
Inlet is 7,750 square miles, with a salt-water coastline of about 500 
miles. The basin is bordered by lofty mountain ranges. The Alaska 
Range, which bounds the area on the north and west, contains many 
high mountains including Mount McKinley, whose summit of 20,300 
feet is the highest point on the North American Continent. The 
Chugach Mountains, and their extension with the Kenai Mountains 
through the Kenai Peninsula, form the southeastern boundary of the 
area and separate the basin from the coastal region of the Kenai 
Peninsula. An extensive coastal shelf surrounds Cook Inlet, so that 
the mountains do not rise directly from tidewater. The coastal plains 
are relatively flat and are dotted with many small lakes and swamps. 


The major tributaries of the area are as follows: 
Drainage area 
Stream: (square miles) 


Kuskokwim River—The Kuskokwim River rises in a number of 
glacier-fed streams draining the northern and western flanks of the 
Alaska Range. It flows through a broad flat valley below McGrath 
(mile 350) into Kuskokwim Bay, an arm of Bering Sea. The stream 
has a drainage area of about 55,000 square miles. The major tribu- 
taries are the South Fork, Big, Swift, Stony, Hoholitna, Takotna, 
Holitna, George, and Aniak Rivers. 

_ Yukon River—The Yukon River rises in Canada, one fork having 
its origin within 20 miles of tidewater at Shagway, and flows in a 
general westerly direction for about 700 miles through Canada and 
1,500 miles in Alaska. All of the Alaskan portion and about 400 
miles of the Canadian portion are navigable. Its upper region consists 
of relatively low, rolling country, extending from the northern border 
of the Alaska Range to the southern fringe of the Brooks range of 
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mountains. On either side of the Yukon River, some distance east 
of its mouth at Norton Sound, there are extensive swamps and flat- 
lands, supporting only the lichen and stunted willows and alders 
characteristic of the tundra. 

One of the best hydroelectric power sites on the North American 
Continent is located at Rampart Rapids, in Rampart Canyon, about 
120 miles northwest of Fairbanks. A dam at this location about. 300 
feet high would create a reservoir about 250 miles long, with a total 
storage capacity of about 130 million acre-feet, a usable capacity of 
40 million acre-feet, and have an installed capacity of about 5 million 
kilowatts. 

The drainage area of the Yukon River is about 330,000 square 
miles, over balf of which lies in Canada. Major tributaries in Alaska 
White River, Fortymile, Porcupine, Chandalar, Tanana, Koyukuk, 
and Nowitna Rivers. 

Tanana River.—The Tanana River is the major tributary of the 
Yukon River, entering the latter stream from the south. The Tanana 
River has a drainage area of about 44,000 square miles, of which 500 
square miles are in Canada. It rises in the rugged Wrangell Moun- 
tains, and that range and the Alaska Range form the divide between 
the Yukon River Basin and streams flowing into the Gulf of Alaska. 
The major tributaries enter the Tanana River from the south and 
oare their origin in the Alaska Range. These tributaries are as 
ollows: 


Drainage area 
Stream: (square miles) 


Clbetinet Rive? 2usi. sb hb teceais cUbsib sass eu béleiuil..dcan Rie 
Nabesna River 2, 130 
Delta River 


wapmener sve So LUA SPs Ue 2 Vibes SMe ys Bie 3, 920 
Kantishna River 6, 770 
Goodpaster River 

PON I Ss ccc A 3 a ee 2, 170 
Chena River 


DISCUSSION 


Enactment of S. 2628, as amended by the committee, would provide 
authority for studies and development of plans for the utilization of 
the land and water resources of the State of Alaska. The various 
basins enumerated and the intervening drainage areas are those to be 
considered in preparing plans for proper utilization of lands and water 
resources. 

One of the major deterrents to the development of Alaska has been 
the lack of adequate transportation facilities. This results in an ex- 
ceedingly high freight cost on products going to Alaska and exports 
from that State. It has also slowed down the development and utili- 
zation of the natural resources of the State, the development of in- 
dustry, and the establishment and growth of a large permanent 
pepemnien, 

ince Alaska depends so much on water transportation, the study 
will also include investigations of developments of ports on the coast- 
line and navigation on the streams and would include development of 
deepwater ports and harbors and anchorages for shallow-draft vessels, 
particularly for those allied with the fishing industry, which is the 
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major industry of the State. A large segment of the population 
depends on the fisheries and fish processing for a livelihood. 

he enactment into law of S. 2628 would provide for coordinated 
studies of plans for improvements which are to have as their purpose 
the enhancement of opportunities for the residents of Alaska and the 
development of that State as a basis similar to that of the other 
States, in order that it may be afforded the same opportunities for 
commercial and industrial expansion and make its proper contribution 
to the wealth and prosperity of our Nation. 

Many navigation projects, several flood-control projects, and one 
hydroelectric project have been constructed in Alaska by the Federal 
Government. Others are under construction, authorized, and are 
being planned in this vast area. Climatic and topographic conditions 
in Alaska, require that special consideration and treatment be given 
to projects in the area. The State has wonderful possibilities for 
recreational development and also for the development of hydro- 
electric power, where some of the greatest potentialities on the North 
American Continent exist. The Study Commission would review 
all existing and proposed projects with a view to fully coordinating 
the purposes of those projects in existence, under construction, 
authorized, and those being planned and those to be planned, so that 
there will result the best utilization of the land and water resources 
of the State. It is not the purpose or function of the Commission to 
interfere with or delay these improvements, but to work out coordi- 
nated arrangements for their fullest utilization. 


VIEWS OF THE COMMITTEE 


Comprehensive water resource development plans have been 
prepared in the past for certain areas and found to be of great value 
in the formulation and selection of projects for construction. Examples 
of these studies are the comprehensive report on the New York-New 
England region, and the equally comprehensive report on the 
Arkansas-White-Red River Basins in Southwestern United States. 
Other comprehénsive studies, such as those on the Columbia, the 
Missouri, the Mississippi, and the Ohio, have proved to form an 
a basis for the development of the water resources in those 

asins. 

The Congress has recently authorized similar study commissions 
for the southeastern river basins of the United States, and for certain 
southwestern river basins. The committee is of the opinion that the 
proposed study for Alaska will prove of equal value in the future 
development of the water and related resources of one of the newest 
States, which is so important to our national defense, and which is 
so rich in potential wealth and opportunities. 

The committee therefore recommends enactment of S. 2628. 


O 
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86TH CONGRESS } SENATE ' Revort 
1st Session No. 980 


AUTHORIZING CONSTRUCTION, MAINTENANCE, AND 
OPERATION OF TOLL BRIDGES ACROSS ST. MARYS 
RIVER, AND THE RIO GRANDE 


SepTeMBER 8 (legislative day, SepremBer 5), 1959.—Ordered to be printed 


Mr. MansrFiecp (for Mr. Futsrient), from the Committee on Foreign 
Relations, submitted the following 


REPORT 
together with 
MINORITY VIEWS 


[To accompany H.R. 3180, S. 2531 and S. 2590] 


The Committee on Foreign Relations, having had under considera- 
tion H.R. 3180, to extend for an additional 3 years the time within 
which the State of Michigan may commence and complete the con- 
struction of certain projects heretofore authorized by the Congress, 
and S. 2531 and S. 2590, to authorize the San Benito International 
Bridge Co. and the Sta rr-Camargo Bridge Co. to construct, maintain, 
and operate toll bridges across the Rio Grande, reports them favorably 
and recommends that they be passed by the Senate. 


H.R. 3180 


H.R. 3180 revives and reenacts an act approved by Congress on 
December 16, 1940, and revived and reenacted in 1942, 1953, and 1956. 
The act authorizes the State of Michigan, acting through ‘the Inter- 
national Bridge Authority of Michigan, to construct, maintain, and 
operate a toll br idge or series of bridges, causew ays, and approaches 
thereto, across the St. Marys River "from a point in or near the city 
of Sault St. Marie, Mich., to a point in the Province of Ontario, 
Canada, in accordance with the Bridge Act of 1906, and subject to the 
approval of proper authorities in the Dominion of Canada. 

H.R. 3180 was introduced in the House of Representatives by Con- 
gressman Victor A. Knox and referred to the Committee on Foreign 
Affairs on January 22, 1959. That committee considered the bill ‘in 
executive session on August 4, 1959, and ordered it reported with an 
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amendment. H.R. 3180 was passed by the House of Representatives 
on August 17, 1959. 

The original act confers upon the State of Michigan and the Inter- 
national Bridge Authority of Michigan the power to condemn and 
expropriate certain property needed to carry out the provisions of 
the act, upon making just compensation therefor in accordance with 
the laws of the State of Michigan. Provision is also made for the 
fixing and cbarging of tolls to provide a fund sufficient to pay the 
reasonable cost of maintaining, repairing, and operating the construc- 
tion authorized. In addition provision is made for the establishment 
of a sinking fund to amortize the cost of the construction as soon as 
possible but within a period of not to exceed 40 years from the date 
of completion, after which the bridge is to be maintained and oper- 
ated free of tolls. An accurate record of the costs and expenditures 
and of the daily tolls collected will be kept and will be available for 
the information of all persons interested. 

The authority under the act will expire unless construction is started 
within 3 vears, and completed within 6 years, from the date of enact- 
ment of H.R. 3180. 

S. 2531 and S. 2590 


S. 2531, to authorize the San Benito International Bridge Co. to 
construct, maintain, and operate a toll bridge across the Rio Grande 
River near Los Indios, Tex., was introduced by Senator Ralph Yar- 
borough and referred to the Committee on Foreign Relations on Au- 
gust 12, 1959. A companion measure, H.R. 8582, was introduced in 
the House of Representatives by Congressman Joe M. Kilgore on 
August 10, 1959, and reported favorably by the House Committee on 
Foreign Affairs on August 31, 1959. H.R. 8582 was passed by the 
House on September 7, 1959. 

S. 2590, to authorize the Starr-Camargo Bridge Co. to construct, 
maintain, and operate a toll bridge across the Rio Grande at or near 
Rio Grande City, Tex., was introduced by Senator Lyndon B. Johnson 
and referred to the Committee on Foreign Relations on August 24, 
1959. H.R. 8694, a companion bill was introduced in the House of 
Representatives by Congressman Joe M. Kilgore on August 17, 1959, 
and reported favorably by the House Committee on Foreign Affairs 
on August 31, 1959. H.R. 8694 was passed by the House on Septem- 
ber 7, 1959. 

The bills provide that each bridge company is authorized to con- 
struct, maintain, and operate a toll bridge in accordance with the 
provisions of the Bridge Act of 1906, subject to the further approval 
of the International Boundary and Water Commission, United States 
and Mexico, and also subject to the approval of the proper authorities 
in the Republic of Mexico. Each company is also authorized to fix 
and charge tolls in accordance with any laws of the state of Texas or 
the United States applicable thereto, In addition, each bridge com- 
pany is granted the right to sell, assign transfer, and mortgage all its 
rights, powers, and privileges to any public agency, or to an infer- 
sient bridge authority or commission. The authority granted 
under S. 2531 and S. 2590 will be null and void unless the actual con- 
struction of the bridge is commenced within 3 years and completed 
within 5 years from the date of enactment of the bills. 
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COMMITTEE ACTION 


Legislation dealing with the construction, maintenance, and opera- 
tion of bridges across international boundaries was considered by the 
committee in executive session on August 24, and September 1 and 4, 
1959. During these sessions the committee heard the testimony of 
Seantor Ralph Yarborough; Senator Philip A. Hart; Congressman 
Victor A. Knox; Mr. Robert Kennedy, Office of Engineers of the 
Department of the Army; Mr. Melville Osborn of the Department of 
State, Mr. Sam R. Broadbent of the Bureau of the Budget, and Mr. 
Walter Kurylo, Bureau of Public Roads of the Department of Com- 
merce. 

Discussion of the bridge bills pending before the committee centered 
around the questions of whether adequate provision was made for 
auditing the accounts of the authorities engaged in the construction 
of the bridges and whether provision should be made for a terminal 
date by which time authorities constructing the bridges would be 
required to relinquish their right to collect tolls for maintenance and 
use of the bridges. 

H.R. 3180 grants authority to construct the St. Marys River bridge 
to a public authority and provision is made for relinquishment of toll 
collections within a reasonable time, but not to exceed 40 years. The 
laws of the State of Michigan are applicable to auditing the bridge 
account. 

S. 2531 and S. 2590 contain no provision for auditing and limiting 
the time when tolls might be collected for these two bridges across 
the Rio Grande River. The Bridge Act of 1906, however, provides 
that the tolls charged shall be reasonable. 

When objection was received in the committee to granting authority 
for the collection of tolls in effect ‘in perpetuity,” the following factors 
were considered and in the judgment of the majority of the committee 
justify the passage of these two bills: 

(1) Acts of Congress authorizing the construction of other bridges 
across the Rio Grande River by private authority have not contained 
a limitation on the collection of tolls, except that provided in the 
Bridge Act of 1906, namely, that the tolls charged shall be reasonable. 

(2) The committee felt that if provision is to be made limiting the 
period of time during which a private authority may collect tolls, 
that provision should be adopted in the form of an amendment to the 
Bridge Act of 1906, and should not be in the nature of an amendment 
to specific bridge bills. 

(3) If the Congress is not to begin applying a new standard limiting 
the period of time when tolls may be collected on bridges along the 
Rio Grande River, it is not known what the effect might be on other 
privately operated bridges, since if a free bridge is operated within a 
short distance of a toll bridge, the value of the existing toll bridge 
would be destroyed. 

(4) Testimony was received to the effect that unless the bridges 
authorized by S. 2531 and S. 2590 are constructed by private com- 
panies, they will not be built. 

(5) The committee felt that the people of the State of Texas where 
these bridges are to be constructed will be able to protect their own 
interests should private toll bridges misuse the construction franchise 
which is in effect provided by the pending bills. In addition the 
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ower of expropriation with just. compensation resides with the State. 
‘urthermore, should the State or some public authority decide to. 
construct tollfree bridges at points competitive with toll bridges, the 
effect would undoubtedly be to lower, or eliminate tolls on such 
bridges. 

There is no expenditure of Federal funds involved in these bills, 
and the executive branch is not opposed to the enactment of this 
legislation. Bearing in mind the reasons stated above, and since the 
bills conform to previous international bridge legislation, the commit- 
tee, by a vote of 7 to 6, voted to report them favorably to the Senate. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in — law made by the bill, as. 
reported, are shown as follows (existing law proposed to be omitted 


is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


[Pustic Law 157—83p Concress, AS AMENDED] 
{CHAPTER 252—I1stT SzEssIon] 


(H.R. 4302] 
AN ACT 


To revive and reenact the Act entitled “An Act authorizing the State of Michigan, 
acting through the International Bridge Authority of Michigan, to construct, 
maintain, and operate a toll bridge or series of bridges, eauseways, and ap- 
proaches thereto, across the Saint Marys River, from a point in or near the 
city of Sault Sainte Marie, Michigan, to a point in the Province of Ontario, 
Canada”, approved December 16, 1940 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Act approved Decem- 
ber 16, 1940, authorizing the State of Michigan, acting through the 
International Bridge Authority of Michigan, to construct, maintain, 
and operate a toll bridge or series of bridges, causeways, or tunnel and 
approaches thereto, across the Saint Marys River, from a point in or 
near the city of Sault Sainte Marie, Michigan, to a point in the Prov- 
ince of Ontario, Canada, be, and is hereby, revived and reenacted: 
Provided, That this Act shall be null and void unless the actual con- 
struction of the bridge, or series of bridges, causeways, and approaches 
thereto, referred to in this Act, is commenced on or before July 28, 
[1959] 1962, and completed on or before July 28, [1962] 1965. 

Src. 2. The right to alter, amend, or repeal this Act is hereby 
expressly reserved. 

Approved July 28, 1953. 











MINORITY VIEWS OF MR. LAUSCHE 


The Committee on Foreign Relations has reported S. 2531, S. 2590, 
and H.R. 3180 favorably to the Senate by a vote of 7 to 6, with four 
members not voting. I voted against reporting these bills to the 
Senate because, as a matter of principle, Tetronely oppose S. 2531 
and S. 2590, authorizing the San Benito International Bridge Co. 
and the Starr-Camargo Bridge Co. to build bridges across the Rio 
Grande and charge tolls in perpetuity. As a general proposition, I 
object to the practice of the U.S. Government granting a franchise 
to build a bridge to any authority and at the same time giving such 
authority the right to charge tolls forever. 1 see no reason why a bridge 
should not be toll free after the cost of the bridge has been amortized 
through the collection of tolls and a sinking fund has been established 
to provide for future maintenance and operating costs. 

I want to make it clear, however, that I am not opposed to the enact- 
ment of H.R. 3180, authorizing the International Bridge Authority 
of Michigan to construct, maintain, and operate a toll bridge or series 
of bridges connecting the State of Michigan with the Dominion of 
Canada. The construction authorized by H.R. 3180 is to be under- 
taken by a governmental authority and the bill provides that, after 
the cost of construction has been amortized, the bridges or series of 
bridges shall be maintained and operated free of tolls. In addition, 
provision is made for the keeping of an accurate record of the cost of 
the bridges or series of bridges, the expenditures for maintaining, 
repairing and operating them, and of the daily tolls collected. H.R. 
3180, in my opinion, is a sound bill and I expect to vote for its passage 
when it is taken up in the Senate. 


WHAT THE BILLS DO 


S. 2531 and S. 2590 authorize the San Benito International Bridge 
Co. and the Starr-Camargo Bridge Co., respectively, to construct, 
maintain, and operate toll bridges across the Rio Grande River. The 
authority granted is to be carried out in accordance with the Bridge 
Act of 1906, subject to the approval of the International Boundary 
and Water Commission, United States and Mexico, and the proper 
authorities in Mexico. The companies are authorized to fix and 
charge tolls in accordance with the laws of the State of Texas and the 
United States, and they are given the right to sell, assign, transfer, 
and mortgage all their rights, powers, and privileges to any public 
agency, or to an international bridge authority or commission. Con- 
struction of the bridges must be commenced within 3 years and com- 
pleted within 5 years from the date of enactment of the bills. 

H.R. 3180 extends for an additional 3 years the time within which 
the State of Michigan, acting through the International Bridge Au- 
thority of Michigan, may commence the construction of a toll bridge 
or series of bridges, causeways, and approaches thereto across the 
St. Mary’s River from Michigan to the Dominion of Canada. The 
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International Bridge Authority of Michigan is authorized to fix and 
charge tolls for transit over such bridge, or series of bridges, cause- 
ways, and approaches thereto. 

The major difference between H.R. 3180 and S. 2531 and S. 2590, 
however, is that H.R. 3180 (Michigan bridge) provides that the 
bridge, or series of bridges shall be toll free after the costs of construc- 
tion have been amortized and a sinking fund has been established for 
maintenance, repair, and operating costs. In addition, H.R. 3180 
provides that this shall be accomplished as soon as possible, but 
within a period of not to exceed 40 years. No such provisions are con- 
tained in S. 2531 and S, 2590. 


BASIS FOR OBJECTION 


S. 2531 and S. 2590 authorize the San Benito International Bridge 
Co. and the Starr-Camargo Bridge Co. to fix and charge tolls in 
Feepetmnty. This is the practice to which I object most strenuously. 

am against the Government giving special privileges to anyone. 
I see no reason why a private bridge company, if it decides to build a 
bridge, should not be subject to the same limitations and restrictions 
which are imposed on public bridge authorities. 

Senator Yarborough, the sponsor of S. 2531, testified that the people 
of the San Benito and Harleton, Tex., are in dire need of a bridge and 
the argument is made that if restrictions are imposed on private com- 
panies they will not undertake to construct the bridges. The reason 
given for this argument is that money cannot be raised from private 
investors inspecting to make a profit on the bridges when a limitation 
is placed on the return on their investment. The simple answer to 
this is—let the State of Texas or a public authority of the State of 
Texas construct, maintain, and operate the bridges. 

On the other hand, however, it seems to me that if the traffic and 
economy of these areas in Texas justify the bridges, the private com- 
panies involved should expect no more than a reasonable return on 
their investment in a reasonable period of time, after which the bridges 
should become public property and be operated toll free. In this con- 
nection, Senator Yarborough, without modifying his statement about 
private investors, stated with respect to a provision permitting the 
San Benito International Bridge Co. to get a reasonable return on its 
investment and then have the bridge become public property: 


This is a kind of chamber of commerce project and we 
talked to the people by phone and they say they believe 
that the people of San Benito and Harleton would be willing 
to have this provision in the law. They are out to sell stock 
in the company. They are raising the money as kind of a 
public project anyway; their main objective is not to make 
money out of this; they do not expect it to be a money maker. 
They say all they want to do is to get the bridge. 


If provisions that the bridges would become public property and be 
operated toll free after the costs had been amortized and the companies 
had received a reasonable return on their investment were included 


in S. 2531 and S. 2590, my objections to the enactment of these bills 
would be eliminated. 
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TREND TOWARD PUBLIC OWNERSHIP FREE OF TOLLS 


The trend in the United States today is toward public ownership 
of any toll facilities Additionally, the trend is toward making these 
facilities toll free after the costs of construction have been amortized. 
In this connection, the principle followed by the Federal Government 
under the Federal-aid-to-highways system is that wherever there is a 
toll bridge, tunnel, or approaches, Federal aid will be granted only on 
the condition that the toll charge be lifted after the construction cost 
and capitel investment have been amortized. The Federal philosophy 
and principle with respect to toll bridges, tunnels, or approaches has 
been that tolls should not be charged in per petuity but in good com- 
monsense should come to an end when the original investment has 
been paid. 

TOLL BRIDGES ACROSS THE RIO GRANDE 


There are 19 international bridges across the Rio Grande, exclusive 
of the Mexican bridge between Ciudad Juarez and Cordova Island. 
Of these 19 bridges, 13 are highway bridges and 6 are railway bridges. 
Of the 13 highway bridges, 10 are privately or municiaplly owned and 
3 are jointly owned by the United States and Mexican Governments. 
One of the reilway bridges is also used as a highwey. In spite of the 
fect that it has been the policy of the F ‘ederal Government to free 
highways and bridges of tolls, there are presently 11 bridges across the 
Rio Grande which are used for highway purposes and at which tolls 
are charged. Set forth below is a list of the bridges and the amount 
of tolls charged at each bridge. 


Toll bridges on the Rio Grande 








Tolls 
Bridge Act approved; U.S. statute | Each 
No. Car and addi- Pedes- 
driver | tional trian 
passen- 
ger 
a 
| 
1, Gateway Bridge (Brownsville, Tex.).| Feb. 26,1926 | 44/132......... $0. 20 | $0. 05 $0. 05 
2. Missouri-Pacific Railway bridge... May 20,1808 | 35 | ‘ 
3. Progresso-Las Flores.................. May 1, 1928 | 
4. Hidalgo-Reynosa.............-.1.... Feb. 7,1925 | 4: 
5. Roma-San Pedro_...........-..-... Mar. 2,1927 | 44 
6. International Highway Bridge, Lare- May 29, 1884 | 23 
do-Nuevo, Laredo. | 
7. Eagle Pass-Piedras Negras.........-..| June 14, 1926 | 
8. Del Rio-Villa Acuma.._........- atedend Mar. 4, 1923 
9 (Feb. 16,1928 | 4 


> 
| Presidio-Ojinage. ....... ....c<ss.- ----!\Mar. 3.1930 | 


10. Stanton Street Bride e (El Paso-Jua- | Feb. 1, 1924 | 
rez, southbound only). | 
ll. Santa Fe Street Bridge (E] Paso-Jua- | May 19, 1926 | 
rez). | 











1 None southbound. 


The owners of the bridges listed above have been collecting tolls 
in the range from 30 to 50 years, and under the acts of Congress which 
authorized the construction, maintenance and operation of these 
bridges, the owners are permitted to continue to charge tolls in 
perpetuity. I was unable to determine from any of the witnesses 
before the committee whether the original investment on these 
bridges had been amortized through the collection of tolls over the 
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years. It seems to me, however, that by this time the owners of 
these bridges must have obtained a reasonable return on their invest- 
ments and that provision should have been made for these bridges to. 
become public property to be operated toll free. 


COMMITTEE ACTION 


During the committee meetings when these bills were discussed, 
witnesses were most vague in supplying information on such questions 
as when these companies were formed, the names of the officers of the 
companies, the capitalization of the companies, how much stock had 
been subscribed, or other relevant information which I feel is important 
and necessary before a sound decision can be reached on the feasibility 
and practicability of enacting legislation of this nature. 

I attempted to obtain information relating to the size and nature 
of the constructions contemplated. My efforts in this connection 
proved to be of no avail. 

It has been argued that the committee passed similar legislation 
over the years with little or no difficulty. That argument begs the 
question. It takes for granted that the acts of governments in the past 

anting private companies the authority to build international and 
interstate bridges and then to collect tolls in perpetuity were just and 
sound. Investigation of the financial experiences of private com- 

anies granted the right to collect tolls in perpetuity from the public 
Sap the use of bridges, tunnels, etc., will show that the grant of author- 
ity by the government was not right but an exploitation of the public. 
Frankly, I do not believe the Committee on Foreign Relations had 
sufficient facts and information available upon which to base an 
intelligent judgment in favor of these bills. 


CONCLUSION 


In conclusion I wish to make it abundantly clear that in submittin 
these views I have no personal motive in mind. I have saeestiel 
this matter in a detached interest and for the benefit of the citizens not 
only of Ohio, but of the entire country. I must reiterate, however, 
that as a matter of principle I strongly oppose the enactment of any 
legislation which would authorize anyone to construct, maintain, and 
operate a bridge and charge tolls in perpetuity. If the bridges pro- 
vided for in S. 2531 and S. 2590 have to be constructed by private 
companies, then I think those companies should be permitted to charge 
tolls only until they have fully recouped their capital investment and 
have received a reasonable return thereon, and thereafter the bridges 
should become public property and be operated toll free. 


Frank J. LAUSCHE. 
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APPENDIX 
Act or DrcemsBer 16, 1940 


For the information of Members of the Senate, the act of December 
16, 1940, which is revived and reenacted by H.R. 3180, as amended, is 
set forth below: 


|Pustic—No. 889—76TH ConGREss] 
[CHAPTER 929—3p Session] 
[S. 3934] 
AN ACT 


Authorizing the State of Michigan, acting through The International Bridge 
Authority of Michigan, to construct, maintain, and operate a toll bridge or 
series of bridges, causeways, and approaches tnereto, across the Saint Marys 
River, from a point in or near the city of Sault Sainte Marie, Michigan, to a 
point in the Province of Ontario, Canada 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That (a) in order to facilitate 
international commerce, improve the postal service, and provide for 
military and other purposes, the State of Michigan, acting through 
The International Bridge Authority of Michigan, or the successors to 
said authority, be, and is hereby, authorized to construct, maintain, 
and operate a bridge, or series of bridges, causeways, and approaches 
thereto, across the Saint Marys River, so far as the United States has 
jurisdiction over the waters of such river, from a point suitable to the 
interests of navigation, in or near the city of Sault Sainte Marie, in 
the State of Michigan, to a point in the Province of Ontario, Canada, 
in accordance with the provisions of an Act entitled ““An Act to regu- 
late the construction of bridges over navigable water’’, approved 
March 23, 1906, and subject to the conditions and limitations con- 
tained in this Act, and subject to the approval of the proper author- 
ities in the Dominion of Canada. 

(b) There is hereby conferred upon the State of Michigan and The 
International Bridge Authority of Michigan, or the successors to said 
authority, all such rights and powers to enter upon lands and to 
acquire, condemn, occupy, possess, and use real estate and other prop- 
erty in the State of Michigan needed for the location, construction, 
operation, and maintenance of such bridge, or series of bridges, cause- 
ways, and approaches thereto, as are possessed by railroad corpora- 
tions for railroad purposes or by bridge corporations, or bridge au- 
thorities, or the State of Michigan, for bridge purposes in the State of 
Michigan, upon making just compensation therefor to be ascertained 
and paid according to the laws of such State, and the proceedings 
therefor shall be the same as in the condemnation or expropriation 
of property for public purposes in such State. 


9 
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(c) The State of Michigan, acting through The International Bridge 
Authority of Michigan, or the successors to said authority, is hereby 
authorized to fix and charge tolls for transit over such bridge, or series 
of bridges, causeways, and approaches thereto, and the rates of toll 
shall be so fixed and adjusted as to provide a fund sufficient to pay the 
reasonable cost of maintaining, repairing, and operating such bridge, 
or series of bridges, causeways, and approaches thereto, and to pro- 
vide a sinking fund sufficient to amortize the cost of such bridge, or 
series of bridges, causeways, and approaches thereto, including rea- 
sonable interest and financing cost, as soon as possible under reasonable 
charges, but within a period of not to exceed forty years from the 
completion thereof. After a sinking fund sufficient for such amor- 
tization shall have been so provided, such bridge, or series of bridges, 
causeways, and approaches thereto, shall thereafter be maintained and 
operated free of tolls. An accurate record of the cost of such bridge, 
or series of bridges, causeways, and approaches thereto, the expendi- 
tures for maintaining, repairing, and operating the same, and of the 
daily tolls collected shall be kept and shall be available for the infor- 
mation of all persons interested. 

Src. 2. That the right to alter, amend, or repeal this Act is hereby 
expressly reserved. 

Approved, December 16, 1940. 


O 





Calendar No. 1013 


86TH CONGRESS t SENATE j Report 
1st Session No. 981 


MUTUAL SECURITY AND RELATED AGENCIES 
APPROPRIATION BILL, 1960 


SerreMBER 8 (legislative day, Sepremper 5), 1959.—Ordered to be printed 
Filed under authority of the order of the Senate of May 21, 1959 


Mr. Haypen, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H.R. 8385] 


The Committee on Appropriations, to whom was referred the bill 
(H.R. 8385) making appropriations for mutual security and related 
agencies for the fiscal year ending June 30, 1960, and for other purposes, 
report the same to the Senate with various amendments and present 
herewith information relative to the changes made. 


Amount of bill as passed House $3, 191, 782, 000 


Amount of increase by Senate committee 499, 487, 508 


Amount of bill as reported to the Senate... 3, 691, 269, 508 


Amount of estimates, 1960: 
Title I—Mutual security program 4, 429, 995, 000 
Titles II and I1I—Related agencies 6, 282, 000 
Titles [IV and V (unrelated to the mutual se- 


curity bill, submitted in S. Docs. 47, 48, 49, 
, 883, 508 


4, 824, 160, 508 
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ALTYNOGS TWALAW—IT ATLL 


MUTUAL SECURITY APPROPRIATIONS, 1960 
MILITARY ASSISTANCE 


The committee recommends an appropriation of $1,300,000,000 for 
this item. The Mutual Security Act of 1959 authorized the appro- 
priation of $1,400,000,000 in new obligational authority for military 
assistance. The committee recommendation is a reduction of 
$300,000,000 from the budget request and a reduction of $100,000,000 
from the amount authorized. It is the amount recommended by the 
House bill. 

The budget request for military assistance was $1,600,000,000, 
The following table shows the proposed distribution by area: 

Europe $477, 152, 000 
Africa 7, 379, 000 
Near East and south 411, 988, 000 
Far East - - -- 567, 244, 000 
SMe AMOTION = co = cdcten de Sig a i cag a es eran cab cs aoe 96, 465, 000 
Nonregional 237, 899, 000 
Less funding adjustment — 198, 127, 000 


Total military assistance 1, 600, 000, 000 


The funds recommended are to provide military equipment, train- 
ing, supplies and services to the military forces of certain countries in 
the fulfillment of U.S. national security objectives. 

The committee has approved language under this head which will 
consolidate into one account funds made available to the Department 
of Defense for infrastructure by the Supplemental Appropriation Act, 
1953, with all other funds made available to the President for in- 
frastructure by the Mutual Security Act of 1954 as amended and 
allocated by the President to the Department of Defense. The con- 
solidation of these funds into one act will bring together in one place 
funds available for the infrastructure program and will eliminate the 
maintenance of separate accounts. 


DEFENSE SUPPORT 


There is recommended in the accompanying bill an appropriation of 
$700,000,000, which is the same as the House bill. The Mutual 
Security Act of 1959 authorized the appropriation of $751,000,000 for 
defense support. The appropriation recommended is a reduction of 
$135,000,000 from the budget request. 

Defense support is that economic assistance which is provided, in 
addition to military assistance, in order to secure a specific contribution 
to the common defense by another country in which U.S. military aid 
is helping to support significant military forces. 

The countries proposed for inclusion are: Korea, Republic of China, 
Vietnam, Philippines, Laos, Cambodia, Thailand, Pakistan, Iran, 
Turkey, Greece, and Spain. 

Language has been included in the bill by the committee fixing the 
aid for Spain at not less than $50,000,000 under this appropriation. 


DEVELOPMENT LOAN FUND 


The committee has included in the bill the sum of $590,000,000 for 
this fund, which is an increase of $40,000,000 over the House bill. 
The amount recommended is $110,000,000 less than the total author- 
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ized for fiscal 1960. The $500,000,000 requested to be appropriated 
now to become available in fiscal year 1961 has been denied. 

The Mutual Security Act of 1959 authorized an appropriation of 
$1,800,000,000, of which not to exceed $700,000,000 may be advanced 
prior to July 1, 1960, and not to exceed $1,100,000,000 may be ad- 
vanced prior to July 1, 1961. 

The Development Loan Fund is designed to provide assistance, 
ee loans and credits, to the underdeveloped countries of the 
world. 

The committee has provided in the bill a limitation of $1,890,000 
for administrative expenses for this program which is $140,000 over 
the House bill and $160,000 under the budget estimate. 


TECHNICAL COOPERATION 


Technical cooperation is defined as a program for the international 
exchange of technical knowledge and skiils through training, demon- 
strations, surveys, and similar activities designed to contribute pri- 
marily to the balanced and integrated development of the economic 
resources and productive capacities of economically underdeveloped 
areas, 

There is recommended inclusion in the bill for this item the amount 
of $160,000,000, which is $10,000,000 over the House bill and $19,500,- 
000 under the authorization. 

With proper management the committee believes this amount will 
provide adequately for the continuation of current training activities, 
and small increases in the programs in Africa and Latin America. 


Unitrep Nations Expanpep ProGraM oF TECHNICAL ASSISTANCE AND 
THE SprecitaAL Funp 


The committee recommends $30,000,000, the full amount of the 
budget estimate, the House bill, and the authorization. This is an 
increase of $10,000,000 over the 1959 appropriation. 

This committee joins with the House committee in the hope that in 
future years a reduction in our total dollar contribution may be 
realized as well as a reduction in the percentage of our contribution. 
It is to be noted that the actual dollar contribution has risen from 
$12,000,000 in 1950 to the present amount of $30,000,000 for 1960. 


ORGANIZATION OF AMERICAN STATES 


The amount of $1,200,000 is included in the bill for this item. 
This is a reduction of $300,000 from the House bill, the budget esti- 
mate, and the authorization. The amount herein recommended, 
together with the reappropriation of unobligated 1959 funds in the 
amount of $300,000, makes available $1,500,000, which the committee 
is informed will be adequate to carry out the program as planned. 
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SPECIAL ASSISTANCE AND OTHER PROGRAMS: 


SPECIAL ASSISTANCE, GENERAL 





An appropriation of $245,000,000 is recommended for this item. 
This is an increase of $45,000,000 over the House bill, and a reduction 
of $26,800,000 from the budget estimate. 

Special assistance is defined as economic aid designed to achieve 
political, economic, humanitarian, or other objectives of the United 
States in countries where the United States is not providing military 
assistance in support of significant military forces, and where the need, 
for such assistance cannot appropriately or fully be provided under 
technical cooperation or from the Development Loan Fund. Special 
assistance is also the funding source for certain programs which cut 
across country lines—such as the worldwide malaria eradication 
program—which serve important U.S. interests and which cannot 
appropriately be financed under other categories of aid. 

he justifications submitted to the committee for this item in- 
cluded $35,000,000 for malaria eradication, $5,000,000 for community 
water development, $1,000,000 for health research, $5,000,000 for aid 
to American schools abroad, $5,000,000 for miscellaneous programs, 
and $220,800,000 for regional expenses and for certain specific 
countries, the breakdown of which 1s classified. 


CHILDREN’s ResearcH Hosprrat—PoLanp 





The committee recommends an appropriation of $50,000 in local 
currency for assistance in the planning for construction of the Ameri- 
can Research Hospital for children in Poland at the University of 
Krakow. 

The hospital was authorized under section 400(c) in the Mutual 
Security Act. The committee was advised that the hospital will be 
constructed for a cost in local currency of between $2.5 million and 
$3 million. The foreign currencies are available under the Agricul- 
tural Trade Development and Assistance Act of 1954. 


INTERGOVERNMENTAL COMMITTEE FOR EUROPEAN MIGRATION 


The bill includes $7,371,000 for this organization whose objective 
is to move and resettle those surplus populations and refugees from 
the overpopulated countries of Europe to other countries which can 
use additional manpower. The amount recommended, together with 
an unobligated carryover of $4,829,000, will provide a total of $12,- 
200,000, which is the equivalent of the budget estimate and the 
authorization. The committee was informed that the amount thus 
provided would be adequate. 


Unitep Nations High Commissioner For REFUGEES 





The committee concurs with the House and recommends $1,100,000, 
the amount of the budget estimate and the full authorization, for the 
U.S. contributions for the calendar year 1960 program. This amount 
is a decrease of $100,000 from the appropriation for fiscal year 1959. 

This program will carry out unfinished programs of the United 
Nations Refugee Fund which terminated on December 31, 1958. 


— ss 4A 
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EscarPErE ProGrRaM 


An appropriation of $4,632,000, which is $568,000 under the House 
bill, the budget estimate, and the authorization for 1960. However, 
with the reappropriation of $568,000 in unobligated balances, the 
amount made available herein will provide an amount equal to the 
budget request of $5,200,000. 

The principal objective of this program is to reduce the number of 
escapees in need of assistance in Europe by resettlement in oversea 
countries which are seeking additional people. While the escapees 
are awaiting permanent reestablishment the program supplements 
the assistance of the countries of asylum and of the voluntary agencies. 
The U.S. contribution fills the gap which remains between what can 
be provided from these two sources and what is needed to assure a 
level of assistance considered essential. 


Unitep Nations CHILDREN’s Funp 


The committee recommends the full authorization and the amount 
of the budget estimate and the House bill, $12,000,000, for this item. 
This is an increase of $1,000,000 over the amount appropriated for 
1959. 

This program is designed to improve the welfare and health of 
children and mothers, primarily in underdeveloped areas of the world, 
provide basic equipment and medical supplies for rural health centers, 
pee powdered milk to combat malnaieitioa and equipment for 
ocal dairies and food-processing industries to improve child nutrition. 
Currently, 328 programs in 97 countries are being assisted by this 
program. 


Unritep Nations Reuier aNnp Works AGENCY 


An appropriation of $25,000,000, the full amount of the budget 
request, the House bill, and the authorization, is recommended for 
this program. In addition, the committee concurs in the action of 
the House in providing for the reappropriation of all unobligated 
balances remaining in this program as of June 30, 1959. 

This program provides funds for U.S. participation in the relief and 
rehabilitation of Palestine refugees in the Near East. This participa- 
tion takes the form of a contribution to the United Nations Relief 
and Works Agency. 

OcEAN FREIGHT 


The committee recommends $1,910,000, for the payment of ocean- 
freight charges on relief shipments by voluntary agencies. The 
amount herein recommended, together with the reappropriation of 
$390,000 in aa balances makes available a total of $2,300,000, 


the equivalent o 

authorization. 
This program subsidizes the cost of the movement overseas of 

supplies donated to American voluntary agencies, and facilitates and 


encourages people-to-people gifts from Americans to needy persons 
abroad. 


the budget estimate, the House bill. and the 
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GENERAL ADMINISTRATIVE EXPENSES 


The committee recommends the amount of $38,000,000 for general 
administrative expenses. This is $1,000,000 more than the amount of 
$37,000,000 provided in the House bill and $1,500,000 less than the 
authorization and budget estimate which were in the amount of 
$39,500,000. 

The House report directed that any funds included in the budget 
estimate to meet costs of any functions transferred from the Inter- 
national Cooperation Administration to the new Office of Inspector 
General and Comptroller of the Department of State be placed in 
reserve. The $38,000,000 allowed includes no provision for the func- 
tions referred to above, therefore making it unnecessary to reserve any 
funds. 


ADMINISTRATIVE Expenses, State DEPARTMENT 


The bill includes $8,100,000 for this item, which provides for the 
administrative expenses of the State Department incurred in providing 
coordination and program policy review of the mutual security program 
in Washington and abroad, for public information on the program, 
and for support of the U.S. mission to NATO and European Regional 
Organization in Paris. In addition, the administrative expenses of the 
refugee and migration program are financed by this appropriation. 
The recently enacted authorization bill also transferred the costs of 
administering the Mutual Defense Assistance Control Act of 1951 
(Battle Act) to this item. 

The amount recommended is $200,000 over the House bill which 
provided $7,900,000; $295,000 under the amount of $8,395,000, 
which is the budget estimate and the authorization. 


AToMsS FOR PEACE 


There is recommended an appropriation of $2,500,000, which is 
$1,000,000 over the House bill which provides $1,500,000; $4,000,000 
under the budget estimate; and $4,000,000 under the authorization. 

This program has for its purpose the promotion of the peaceful uses 
of atomic energy abroad. 


PRESIDENT’S SPECIAL AUTHORITY AND CONTINGENCY 
FUND 


The committee concurs with the action of the House in providing 
$155,000,000, a reduction of $45,000,000 from the budget estimate, 
but the identical amount of the House allowance and the authorization 
for this fund. In addition, there are reappropriated unobligated funds 
remaining available on June 30, 1959, estimated at $184,000. 

The contingency fund is intended to serve as a reserve to meet 
anticipated requirements which are not firm at the time of the con- 
gressional presentation and also unforeseen contingencies. 





MUTUAL SECURITY APPROPRIATIONS, 1960 


FLOOD CONTROL FEASIBILITY CRITERIA 


The following provision which was adopted on the floor of the 
House of Representatives prohibits the use of funds appropriated for 
defense support, the Development Loan Fund, special assistance or the 
contingency fund to be used for financing nonmilitary projects or 
programs which have not met the feasibility criteria and by standards 
required to be applied to domestic flood control, reclamation and other 
related water and land resources programs: 


Sec. 103. None of the funds herein appropriated for De- 
fense Support, the Development Loan Fund, Special Assist- 
ance or the President’s Special Authority and Contingency 
Fund shall be used to finance nonmilitary programs or 
projects which have not met the standards and criteria used 
in determining the feasibility of flood control, reclamation 
and other water and related land resource programs and 
projects proposed for construction within the continental 
limits of the United States of America as per circular A-47 
of the Bureau of the Budget, dated December 31, 1952 


This provision has been stricken from the bill by the committee 
and in lieu thereof the committee recommends the following new 
language: 


Sec. 103. None of the funds herein appropr vated for Defense 
Support, the Development loan Fund, Special Assistance, or 
the President’s Special Authority and Contingency Fund shall 
be used to finance the construction of any new flood control, 
reclamation, or other water or related land resource project 
or program unless and until there is prepared on the basis 
of all available data a detailed evaluation which provides 
reasonable assurance that the total benefits of such project or 
program will be at least equivalent to the total costs thereof. 

The committee expects that, in complying with this pro- 
vision, the executive branch will apply the basic principles 
of Circular A-47 of the Bureau of the Budget to the maxi- 
mum extent permitted by conditions abroad. In particular, 
the executive branch should prepare an evaluation of the 
costs and benefits of each project to which Circular A-47 
would apply domestically. 


CULTURAL CENTER BETWEEN EAST AND WEST 


Under chapter 6 of the Mutual Security Act of 1959 the development 
of a plan for a center for cultural and technical interchange between 
East and West in Hawaii was authorized, either as a branch of an 
existing institution of higher learning or as a separate institution. 
There was authorized to be appropriated such amounts as would be 
necessary to carry out the provisions of the chapter. 

In section 111 of the appropriation bill the House has inserted a 
provision prohibiting the use of any of the funds in the bill to carry 
out the provisions of this plan. 

The restrictive section included in the bill by the House has been 
deleted by the committee. 
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EMPLOYMENT OF FORMER PERSONNEL OF ICA 


Section 112 of the House bill prohibits the use of funds to enter 
into a contract with any person or company who offers to provide 
compensation to any ICA employee, or who provides compensation 
to any ICA employee, who has left ICA within 2 years of the date of 
employment with such a person or company. 


_ The committee recommends that the provision be amended as 
indicated: 


Sec. 111. None of the funds contained in this title may be 
used to enter into a contract with any person, organization, 
company, or concern or any of its affiliates (other than an 
organization, company, or concern not organized for profit 
and no part of the net earnings of which inures to the benefit 
of any private shareholder or indwidual), who has offered or 
who offers to provide compensation to an employee of the 
International Cooperation Administration or who provides 
compensation to any former employee of the International 
Cooperation Administration who has left employment with 
International Cooperation Administration within two years 
from the date of employment with said person, organization, 
company, or concern or any of its affiliates. 


FURNISHING OF MATERIAL TO CONGRESS 


The committee has stricken from the bill the following provision 
which was adopted on the floor of the House of Representatives: 


Sec. 113. None of the funds herein appropriated shall be 
used to carry out any provision of chapter IT, III, or IV of the 
Mutual Security Act of 1954, as amended, during any period 
when more than twenty days have elapsed between the 
request for, and the furnishing of, any document, paper, 
communication, audit, review, finding, recommendation, 
report, or other material relating to the administration of such 
provision by the International Cooperation Administration, 
to the General Accounting Office or any committee of the 
Congress, or any duly authorized subcommittee thereof, 
charged with considering legislation or appropriation for or 
expenditures of the International Cooperation Administra- 
tion and the Department of State. 


in lieu thereof has included the following section in the bill: 


Sec. 112. (a) Within 60 days following the date of enactment 
of this Act, the President shall transmit to the Committee on 
Appropriations of the Senate and the Committee on Appropri- 
ations of the House of Representatives a report containing a full 
and complete revision of the data presented to such committees 
in justification of appropriations requested for the Mutual Secu- 
rity program for the fiscal year 1960, showing any changes in 
such program approved subsequent to such presentation, includ- 
ing changes necessary to reflect actual appropriations for the 
program. 

(6) Within 30 days following the approval of any change in 
the Mutual Security program for the fiscal year 1960, which 
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will result in furnishing assistance of a kind, for a purpose, in 
an area, or in an amount, different from that described in the 
report. transmitted under subsection (a), and which involves 
$1,000,000 or more or 5 per centum of the amount appropriated 
under any paragraph of this title, whichever is the lesser, the 
President shall transmit to the Committee on Appropriations 
of the Senate and the Committee on Appropriations of the House 
of Representatives a full and complete report of such change and 
the reasons therefor. 

(ec) This section shall not apply to programs authorized by 
section 451 of the Mutual Security Act of 1954, as amended. 


OPPOSITION TO ADMISSION OF COMMUNIST CHINA 
INTO THE UNITED NATIONS 























For several years the Mutual Security Act has contained a provision 
indicating that the Congress is opposed to the sitting in the United 
Nations of the Communist China regime. 

The provision in the act for 1960 was deleted from the bill on the 
floor of the House of Representatives. It has been reinstated in the 
bill with a minor charge by the committee and reads as follows: 


Sec. 113. The Congress hereby reiterates its opposition under 
present conditions to the seating in the United Nations of the 
Communist China regime as the representative of China, and it 
is hereby declared to te the continuing sense of the Congress that 
the Communist regime in China had not demonstrated its will- 
ingness to fulfill the obligations contained in the Charter of the 
United Nations and should not be recognized to represent China 
in the United Nations. In the event of the seating of representa- 
tives of the Chinese Communist regime in the Security Council 
or General Assembly of the United Nations, the President is 
requested to inform the Congress insofar as 1s compatible with 
the requirements of national security, of the implications of this 
action upon the foreign policy of the United States and our 
foreign relationships, including that ercated by membership in 
the United Nations, together with any recommendations which 
he may have with respect to the matter. 









AGRICULTURAL COMMODITIES 


The following language provision has been included in the bill by the 
committee: 


Sec. 114. None of the funds herein appropriated for carrying 
out mutual assistance or economic development programs, shall 
be used to provide facilities for, or to increase, the production o 
any agricultural commodity or product for marketing outsi 
the country of production in competition with any agricultural 
commodity, or any product thereof, which is in surplus supply 
in the United States. 
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DISTINCTIONS BECAUSE OF RACE OR RELIGION 


The following provision has been included in the bill by the com- 
mittee: 


Sec. 116. It is the sense of Congress that any attempt by 
foreign nations to create distinctions because of their race or 
religion among American citizens in the granting of personal 
or commercial access or any other rights otherwise available to 
United States citizens generally is repugnant to our principles; 
and in all negotiations between the United States and any 
foreign state arising as a result of funds appropriated under 
this Act, these principles shall be applied as the President may 
determine. 


UNAUTHORIZED REPRODUCTION OF AMERICAN BOOKS 


The committee was advised of the problem that is in existence in 
Nationalist China of the unauthorized reproduction of American books 
in very cheap photo offset editions. Despite representations by the 
American publishers, this practice has continued. ‘The Department 
of State is directed to look into this problem and exert every effort 
in an attempt to have it discontinued. 


TITLE II—DEPARTMENT OF THE ARMY—CIVIL FUNCTIONS 
ADMINISTRATION, RYUKYU ISLANDS 


The committee concurs with the House in recommending the appro- 
priation of $5,282,000 for this item. The amount provided is $1,000,000 
under the budget estimate and is an increase of $2,421,600 over the 
appropriation for 1959. 


CONSTRUCTION OF POWER SYSTEMS, RYUKYU ISLANDS 


There is recommended an appropriation of $18,000,000 for this 
item. The amount recommended by the committee is in the form 
of a loan and the provision for repayment specifies that repayment 
is to be made to miscellaneous receipts of the Treasury over a period 
of 25 years to commence 5 years after the date any such loan is made, 
with interest at such rate as may be fixed by the Secretary of the 
Treasury taking into consideration the current average market yields 
of outstanding marketable obligations of the United States having 
a comparable maturity. 

The House bill made no provision for this item. A recommendation 
by the House committee for the appropriation of $18,000,000 was 
eliminated on the floor of the House during consideration of the bill 
on a point of order. 


TITLE ITJ—EXPORT-IMPORT BANK 
LIMITATION ON ADMINISTRATIVE EXPENSES 


The committee concurs with the House in recommending approval 
of a limitation on administrative expenses in the amount of $2,500,000, 
the amount of the budget estimate, and an increase of $293,000 over 
the limitation for fiscal 1959. 
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TITLE 1V—ADDITIONAL SUPPLEMENTAL APPROPRIATIONS 
EXECUTIVE OFFICE OF THE PRESIDENT 
Orrice or Civit AND Derense MOBILIZATION 
SALARIES AND EXPENSES 


The committee recommends an additional amount of $6,500,000, 
in lieu of the $9,000,000 requested in Senate Document No. 49 to be 
reconsidered, to provide a total amount of $9,500,000 for fiscal year 
1960 to be allocated by the Office of Civil and Defense Mobilization 
for civil defense and defense mobilization functions performed by 
other Federal agencies ; $3,000,000 for this purpose was provided in the 
Supplemental Appropriation Act of 1960 (Public Law 86-213), for 
continuing functions that had been started in previous years. The 
additional $6,500,000 recommended is to provide for the new programs 
requested in the supplemental estimate. 


DEPARTMENT OF COMMERCE 
GENERAL ADMINISTRATION 
PARTICIPATION IN CENTURY 21 EXPOSITION 
Supplemental request (S. Doc. 47) $12, 500, 000 


oases siowaree. .. 225 Sees n cbse Sod es A Sb sececkccn Not considered 
Amendment recommended $12, 500, 000: 


The committee recommends an appropriation of $12,500,000, the 


amount of the budget estimate, for the costs of Federal participation 
in the Century 21 Exposition to be held in Seattle, Wash., in 1961 
and 1962. 

In the course of the hearings the committee was informed that there 
has already been expended over $6,500,000 by the city of Seattle, 
the State of Washington, and the Century 21 Exposition, Inc., as 
part of their contribution. 


BUREAU OF PUBLIC ROADS 
FEepERAL-AID Hicuways (Trust Funp) 


1960 appropriation (regular act) ($2, 840, 000, 000) 
Supplemental request (S. Doc. —) ($188, 000, 000) 
House allowance Not considered 
Committee recommendation ($188, 000, 000) 

The committee recommends the appropriation of the $188,000,000, 
as requested, to be derived from the highway trust fund. The com- 
mittee was informed that this increase in the limitation on the amount 
to be transferred from the highway trust fund is necessary to liquidate 
obligations incurred under prior contract authorizations because 
Federal-aid highway projects are proceeding more rapidly than was 
anticipated. The enactment of this proposal would increase the total 
amount authorized to be transferred to $3,028,000,000 if this amount 
should become available in the highway trust fund. This increase 
provides a margin of $50,000,000 above present estimates of avail- 
ability so that transfers up to that amount will not be prevented if 
actual receipts exceed present estimates. 


59006°—59 S. Rept., 86-1, vol. 6——42 
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Hicuway Trust Funp 


The committee recommends the allowance of the $359,000,000, 
with the language as requested. This proposed amendment reads 
as follows: 


For repayable advances to the “highway trust fund” during 
the current fiscal year, as authorized by section 209(d) of the 
Highway Revenue Act of 1956 (70 Stat. 309), $359,000,000: 
Provided, That all such advances shall be repaid to this appro- 
priation on or before June 30, 1960, and upon such repayment 
this account shall be withdrawn. 


The committee was informed that the rate of expenditures in the 
first half of this fiscal year will exceed revenues available in the high- 
way trust fund. Beginning in October 1959, amounts in the fund 
will be insufficient to permit the timely reimbursement to the States 
for expenses incurred under the Federal-aid highway program. The 
deficiency is expected to reach a maximum of $359,000,000 by Janu- 
ary 31, 1960. Receipts will then begin to exceed expenditures and, 
with the enactment of the Highway Act of 1959, are estimated to 
be adequate to repay this proposed advance with interest on or before 
June 30, 1960. Since this transaction will be completed within the 
fiscal year, it will have no effect upon 1960 expenditures or obligational 


authority. 
DISTRICT OF COLUMBIA 
METROPOLITAN POLICE 


The committee recommends the additional appropriation for fiscal 
year 1960 of $406,000 for the “Metropolitan Police.” This sum is 
considered essential at this time to employ 100 additional foot patrol- 
men by January 1960. Testimony presented to the committee indi- 
cated there had been a 15.2 percent increase in crime in the District 
of Columbia between February and July of this year. The committee 
believes that strengthening of the force will help greatly to rectify 
this situation. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
Pusuic HEAuttH SERVICE 
GRANTS FOR WASTE TREATMENT WORKS CONSTRUCTION 


There was included in the Supplemental Appropriation Act, 1960, 
an allowance of $657,000 to fund commitments under the allocation of 
the fiscal year 1958 appropriation in accordance with the law. The 
allowance however was limited in availability only through August 31, 
1959. The act was approved on September 1 and the funds under 
the limitation were not available. The committee recommends inclu- 
sion of a paragraph to extend the availability of the $657,000 until 5 
days after the enactment of H.R. 8385. 


CONSTRUCTION OF INDIAN HEALTH FACILITIES 


1960 appropriation 
Committee recommendation 
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The committee recommends approval of $200,000 to provide funds 
to meet certain emergency conditions among the Indian population 
with respect to water supply and waste disposal systems. 

Under recently enacted fegialstion, Public Law 86-121, approved 
July 31, 1959, the Public Health Service is authorized to construct, 
improve, extend, or otherwise provide and maintain, essential sanita- 
tion facilities, including domestic and community water supplies and 
facilities, drainage facilities, and sewage- and waste-disposal facilities 
for Indian homes, communities and lands. 

In view of the emergency conditions prevailing at a number of 
Indian communities the committee believes it necessary that funds 
required to provide water for domestic use and consumption be made 
available immediately. 


INDEPENDENT OFFICES 
ComMISSION ON Civit RiGcHtTs 


The committee directed the chairman of the Committee on Ap- 
propriations to file a notice of intention to move to suspend paragraph 
4 of rule XVI for the purpose of proposing an amendment legislative 
in character extending for 2 years the Civil Rights Commission and 
to make an additional appropriation of $500,000 for the Commission 
for fiscal year 1960. Should the Senate vote to suspend the rules, the 
following amendment will be proposed: 


Commission on Civit Rieuts 
SALARIES AND EXPENSES 


For an additional amount for “Salaries and expenses,” 
$500,000: Provided, That section 104(b) of the Civil Rights 
Act of 1957 is amended by striking out the words “two years” 
and inserting in lieu thereof ‘four years’’. 


FrpEerRAL AVIATION AGENCY 
EXPENSES 


The committee recommends, as requested in Senate Document No. 
47, the additional amount of $17,000,000 for ‘“‘“Expenses”’ of the Fed- 
eral Aviation Agency, to be derived by transfer from the appropriation 
for ‘Establishment of air navigation facilities.” The committee is 
advised that this additional amount is necessary to assure that the 
new facilities scheduled for installation during fiscal year 1960 will be 
placed in service promptly as they are installed. 

An increase from $13,500,000 to $14,125,000 in the limitation for 
expenses of travel is also recommended for the same purpose. 


ESTABLISHMENT OF AIR NAVIGATION FACILITIES 


For clarification of authority in connection with travel for procure- 
ment and installation of the facilities referred to above, the committee 
recommends the insertion of a new limitation of $4,000,000 under 
“Establishment of air navigation facilities,” as also requested in Sen- 
ate Document No. 47. 
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CONSTRUCTION AND DEVELOPMENT, ADDITIONAL WASHINGTON AIRPORT 


The committee recommends the addition of $2,450,000, to be com- 
bined with $750,000 allowed in the Supplemental Appropriation Act 
for 1960 (Public Law 86-213), to provide $3,200,000 to be used for 
the construction of a sewage disposal system to connect Dulles Inter- 
national Airport at Chantilly, Va., with the Blue Plains treatment 
facility of the District of Columbia. 

In approving the Supplemental Appropriation Act for 1960, Presi- 
dent Eisenhower released the following statement on September 1, 
1959: 

There has been considerable controversy about provisions 
for sewage disposal at the Dulles International Airport. I 
had recommended a tie-in with the District of Columbia 
sewer system. ‘The Congress, however, by eliminating cer- 
tain funds in the Federal Aviation Agency appropriation 
request, has implied that it desires the Agency to build a 
sewage treatment plant at the airport with the treated 
effluent being emptied into a tributary of the Potomac River. 
This procedure is objected to by the Federal Aviation Agency, 
The Corps of Engineers, the District of Columbia Commis- 
sioners, and local planning and pollution abatement agencies. 

I am asking the Federal Aviation Administrator not to 
proceed with work on the treatment plant until this issue 
has once more been fully examined. I have asked the Admin- 
istrator to report to me in this regard as soon as possible. 


The committee believes it is essential to add the funds for this 
recommended sewage disposal system at this time, in order to assure 
that this new airport will be in full operation by January of 1961, as 
planned. 


FRANKLIN DELANO RooseveLttT MemortaL ComMMISSION 


I OS IOS ni iscsi ence dee amma tee ced o wcamaneai an 1$10, 000 
Budget estimate (8. Doe. — 150, 000 
(2) 
150, 000 
1 Included in the Department of the Interior and Related Agencies Appropriation Act, 1957 (Public Law 
573, 84th Cong.). 
3 Not considered. 


The committee recommends the allowance of an appropriation of 
$150,000 for the expenses of the Franklin Delano Roosevelt Memorial 
Commission. The sum recommended, which was authorized by 
Public Law 86-214, will provide the necessary funds for the Commis- 
sion to organize ¢ »ompetitions for plans for the design of the Franklin 
Delano Roosevelt Memorial in accordance with the terms of the act 
of August 11, 1955 (69 Stat. 694). 


Nationa Lasor Rertations Boarp 


SALARIES AND EXPENSES 


1960 appropriation $14, 230, 000 
Supplemental estimate 500, 000 
Committee recommendation 500, 000 
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The committee recommends approval of the full budget estimate to 
provide funds for an initial, indefinite period in the current fiscal year 
to enable the Board to carry out the responsibilities imposed by the 
Labor-Management Reporting and Disclosure Act of 1959. 

At the present time precise estimates cannot be developed since the 
areas of legislation are broad and there are no sound bases for estimat- 
ing the effect of the various provisions; only experience under the new 
legislation will enable the Board to estimate its needs with a reasonable 
degree of reliability. The committee is advised that the recently 
passed act will place the following additional duties upon the Board: 

1. While the bill does not require expanding the jurisdiction of the 
Board, it probibits any receding from the jurisdictional standards 
which were in effect on August 1, 1959. This means that even though 
the Board should find the present jurisdictional standards impose an 
undue administrative burden upon the Agency, it could not, neverthe- 
less, narrow those standards. 

2. The provision authorizing the Board to delegate to the regional 
directors its powers over representation proceedings is intended of 
course to expedite those proceedings and reduce the burden upon the 
Board. ‘The provision, however, provides that the Board may review 
the actions of the regional directors upon the filing of a request therefor 
by any interested person. It is assumed that the Board will be 
requested in a large number of the cases to review regional director 
actions. 

3. The provision of the bill relating to the voting rights of replaced 
economic strikers will place on the Board the additional duty of 
determining the eligibility of such strikers to vote in any election 
conducted within 12 months after the commencement of a strike. 
At the present time the permanently replaced economic strikers are 
prohibited from voting in representation elections. 

4. The secondary boycott provision of the act (sec. 8(b)(4)) has 
been ametded extensively and creates several new classes of unfair 
labor practices or clarifies the applicability of the provisions to situ- 
ations in which at present their applicability is questionable. These 
are: 

(a) Restraint, coercion, or threatening of employees for the 
objects proscribed by the section. 

(b) Inducement and encouragement of individual employees to 
refuse to perform services. 

(c) Secondary activities directed at employers, such as rail- 
roads, municipalities, etc., not coming in the statutory definition 
of employer. 

(d) The amended section also contains a new proviso relating 
to consumer boycotts which will have to be construed by the 
Board. 

5. The hot cargo provision of the bill also creates new unfair labor 
practices; namely, for an employer and a union to enter into such 
agreements. This provision also contains two provisos, one relating 
to the building and construction industry and the other relating to 
the apparel and clothing industry, which will require Board interpre- 
tation and application. 

_ 6. Another unfair labor practice created by the bill relates to organ- 
izational and recognition picketing. This provision also requires 
under certain circumstances that representation elections be held 
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immediately without hearing. The provision also contains a proviso 
relating to consumer boycott picketing which will require interpre- 
tation. 

7. All of the foregoing unfair labor practices are placed within the 
scope of section 10(1) of the act which requires injunctions to be 
sought when there is reasonable cause to believe that such an unfair 
labor practice has been committed. This will expand the injunction 
activities of the agency considerably. 

8. Another provision of the bill which will require Board interpre- 
tation and application is the provision relating to prehire agreements 
in the building and construction industry. This provision may also 
stimulate the filing of representation petitions in the industry since 
agreements entered into pursuant to this provision will not constitute 
a bar to an election. 

9. Finally, a provision of the bill requires that priority in handling 
be given to additional classes of cases, namely, charges of section 
8(a)(3) and 8(b)(2) violations. This will mean that a large majority 
of unfair labor practice charges filed with the Agency will have to be 
given some form of priority and expeditious handling. 


Hovusinc AND Home Finance AGENCY 


OFFICE OF THE ADMINISTRATOR 





SALARIES AND EXPENSES 


The committee recommends, as requested in Senate Document No. 
47, an additional amount of $290,000 for ‘Salaries and expenses” in 
the Office of the Administrator of the Housing and Home Finance 
Agency, to provide for the voluntary home mortgage credit program 
for fiscal year 1960, of which $220,000 shall be available only upon 
enactment of legislation continuing the program beyond September 
30, 1959. 

The committee also recommends an additional amount of $1,000,000, 
in lieu of the amount of $3,100,000 requested in Senate Document 
No. 47, for “Urban planning grants”’ for fiscal year 1960, to be effec- 
tive only upon the enactment of authorizing legislation. In view of 
the amount of $975,000 made available in the regular bill for the pro- 
gram previously authorized, the committee believes that the additional 
amount of $1,000,000 should be available specifically for the needs of 
the smaller cities and smaller counties as contemplated by the new 
authorization. 





















DEPARTMENT OF THE INTERIOR 
Bureau or INDIAN AFFAIRS 


DISTRIBUTION OF FUNDS OF THE CREEK INDIANS 










Te SI i a OD ee 
Supplemental estimate (8. Doc. 47)_......... 2... c ncn ence ee 125, 000 
House allowance 


1 Included in the Department of the Interior and Related Agencies Appropriation Act, 1957. 
3 Not considered. 
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The committee recommends the allowance of an appropriation of 
$100,000 to meet the expenses of the distribution of the funds of the 


Creek Indians. 
DEPARTMENT OF LABOR 


LABOR-MANAGEMENT ReEporRTING AND DiscLosurRE ACTIVITIES 





SALARIES AND EXPENSES 


Guppremetiqnl Ceummave.'. So oi oot de oh $2, 000, 000 
Gommittes recomimendation: oo isos fo eos sheds ca ce cece tel 2, 000, 000 


The committee recommends approval of the budget estimate to 
provide funds for an initial, indefinite period within the fiscal year 
1960 to enable the Department to carry out the responsibilities im- 
posed by the Labor-Management Reporting and Disclosure Act of 
1959. 

The various reporting provisions of the law will cover some 55,000 
labor organizations representing 17 to 18 million workers; possibly a 
half-million officers and employees of those unions; probably well in 
excess of 100,000 employers (or corporation officials), and an unknown 
number of labor relations consultants. 

Clearly, 55,000 initial reports on organization and procedures, and 
copies of constitutions and bylaws, are required to be filed within 
90 days after enactment. A considerable number of amended or- 
ganization reports can be expected at the time financial reports 
are filed, as labor organizations make changes as a result of operation 
of the law, or for other reasons. Reports on trusteeships are re- 
quired within 30 days and at 6-month intervals thereafter, and 1,000 
such reports are estimated for the first 7 months. Financial reports 
of labor organizations are due within 90 days after the end of the 
organization’s fiscal year, and some 37,000 are expected in the period 
between enactment and March 31,1960. 

In addition to development, printing, and distribution of the forms, 
instructions, and general informational materials to assist those cov- 
ered in complying with the law, a major task in the early months is 
expected in the handling of inquiries and complaints. At least some 
of the anticipated complaints will require investigative action to- 
ascertain and substantiate the facts for enforcement purposes. 


TREASURY DEPARTMENT 


BurEAU OF THE MINT 










SALARIES AND EXPENSES 
II oi. cncin oiacimnibimsien nk eheaaeaaunaieils $4, 300, 000 
NNO 1. ccna acasesbacisialeiaiiataeste ipiadeaccialbetilipinalactrwulls 4, 300, 000 
Supplemental estimate (S. Doc. 47).......---------------------- 300, 000 


ee ee ee 





1 Not considered. 






The committee recommends the allowance of an appropriation of 
$300,000 for the salaries and expenses of the Bureau of the Mint. 
This additional sum is to provide for an increase in the production of 
coins over that contemplated in the 1960 budget. 


MUTUAL SECURITY APPROPRIATIONS, 


Coast GUARD 


OPERATING EXPENSES 
SE ET 
1960 a 189, 000, 000 
House allowance (1) 
Committee recommendation 800, 000 


1 Not considered. 


The committee recommends for this appropriation the additional 
sum of $800,000. The amount recommended is to cover the cost of 
administering the registration and numbering provisions of the Fed- 
eral Boating Act of 1958. The Federal Boating Act of 1958 provides 
that all undocumented vessels propelled by machinery of more than 
10 horsepower operating in the navigable waters of the United States 
shall be numbered. 


TITLE V—CLAIMS FOR DAMAGES AND JUDGMENTS 


The bill includes the amount of $384,508 for claims for damages 
and judgments as submitted in Senate Document No. 48, dated 
August 25, 1959. 
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Calendar No. 1016 


86TH CoNnGREss t SENATE Report 
1st Session ; No. 984 


STATUE TO URUGUAY 


SePreMBeER 9 (lezislative day, SepremBer 5). 1959.—O-dered to be printed 


Mr. Fu.sriaut, from the Committee on Foreign Relations, 
submitted the following 


REPORT 


[To accompany H.R. 8911 


The Committee on Foreign Relations, having had under considera- 
tion the bill (H.R. 8911) to provide for the presentation by the people 
of the United States to the people of Uruguay, of a statue of Gen 
George Washington, report the bill favorably, without amendment, 
and recommend that it be passed by the Senate, 


PURPOSE OF THE BILL 


The bill authorizes the Secretary of State to procure a bronze statue 
of Gen. George Washington and present it, on behalf of the people 
of the United States, to the people of Uruguay as an expression of 
appreciation for the gift by the people of Uruguay of a bronze statue 
of Gen. Jose Gervasio Artigas to the United States. The statue 
shall be prepared only after the designs and specifications have been 
approved by the National Commission of Fine Arts. Such sums as 
may be necessary are authorized to be appropriated for the cost of 
the statue, the design and construction of a pedestal, transportation 
(including insurance), and traveling expenses of persons delegated by 
the Secretary to make the presentation. 


BACKGROUND 


This legislation was requested by the Department of State as early 
as April 22, 1948, and as recently as February 21, 1955. ‘The De- 
partment’s letter of February 21, 1955, stated: 

Legislation approved June 26, 1948 (Public Law 788, 80th 
Cong.), authorized the Secretary of the Interior to accept on 
behalf of the United States, and erect within the District of 
Columbia, a bronze statue of Gen. José Gervasio Artigas, as 
a gift from the people of Uruguay. The donation of the 
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statue to the United States was authorized by Uruguay with 
the hope that by way of reciprocity a statue of General Wash- 
ington would i. made available to Uruguay. * * * The 
statue of General Artigas was unveiled in 1950 and is pres- 
ently located at the corner of 18th and Constitution Avenue 


4 


The most recent precedents for such presentation are as follows: 
Public Law 637, February 24, 1927, a statue of Henry Clay to Vene- 
zuela; Public Resolution 18, June 21, 1929, a statue of Leif Ericcson 
to Iceland; and Public Law 109, June 10, 1941, a statue of Commodore 
John Barry to Ireland. Not to exceed $30,000 was appropriated for 
the latter statue, which was unveiled in 1956 at a ceremony attended 
by a joint congressional committee. 


COMMITTEE RECOMMENDATION 


H.R. 8911 was introduced by Mr. Selden on August 27, 1959, 
reported to the House on September 1, passed by the House on 
September 7, and considered by the Committee on Foreign Relations 
on September 8, at which time the bill was ordered reported favorably 
to the Senate. 

The committee was informally advised that present plans are to 
arrange to obtain a copy of the Houdon statue of George Washington 
in the State capitol at Richmond, Va., which is considered to be one 
of the most outstanding statues of George Washington. In any 
event, as already noted, the designs and specifications of the statue 
must be approved by the National Commission of Fine Arts. The 
total cost is estimated to be about $15,000. 


The committee concurs with the views of the Department of State 
that such reciprocal gift to the people of Uruguay “would assist in 
a even closer ties of friendship between the governments 

e 


and peoples of the two countries.” 
The committee is persuaded that H.R. 8911 merits favorable con- 
sideration by the Senate. 0 
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86TH CoNGRESS } SENATE REporT 
1st Session No. 985 


ASSISTANCE TO DELAWARE-NEW JERSEY OYSTER 
INDUSTRY 


SerTeMBER 9 (legislative day, SepremBer 5), 1959.—Ordered to be printed’ 


Mr. Maenvuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany S. 2632] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 2632) to assist the States of New Jersey and 
Delaware in developing a strain of oysters resistant to causes which 
threaten the oyster industry on the east coast, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE OF THE BILL 


The Delaware Bay oyster industry, during the past 2 years, has 
suffered a 90-percent mortality. The cause of this mortality is not 
completely known, but it is believed that the 10-percent surviving 
oysters have acquired a natural immunity to whatever the death 
dealing organism is. Under the terms of S. 2632, the oyster industry, 
the States of Delaware and New Jersey, and the Department of the 
Interior propose to purchase 150,000 bushels of oyster-brood stock. 

A communication to Senator Warren G. Magnuson from Senators 
Case, Frear, Williams of Delaware, and Williams of New Jersey is 
made a part of the report. The letter follows: 


U.S. Senate, 
ComMITTEE ON Lasor AND Pusiic WELFARE, 
September 5, 1959. 

Hon. Warren G. Macnvson, 
U.S. Senator, 
Senate Office Building, Washington, D.C. 

Dear Senator Macnuson: On September 2 we introduced S. 2632, 
a bill to assist the States of New Jersey and Delaware in developing a 
strain of oysters resistant to causes which threaten the oyster industry 
on the east coast. 
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We are writing you in regard to this bill because it is our conviction 
that if the Delaware Bay oyster industry—only 2 years ago one of the 
Nation’s major producing areas—is to be preserved, immediate action 
is required. 

The situation which this bill attempts to alleviate is briefly this; 
During the past 2 years there has been a mortality of oysters in 
Delaware Bay of unprecedented proportions. According to the best 
estimates of shellfish authorities in the two States, 90 percent of the 

oysters in the bay have been killed in the past two years. Although 
the cause of this excessive mortality is not completely known, experts 
in the field suspect that the causative agent is an MSX organism. 

On the basis of experience with similar oyster mortalities in other 
areas, these experts believe that the 10 percent surviving oysters 
have acquired a natural immunity to this organism. It is imperative, 
therefore, that these immune survivors are not harvested and marketed 
in the normal manner this year, but that they be retained on pro- 
tected spawning beds and, ‘through the natural processes of repro- 
duction, replenish the supply of oysters in the area. 

Alternatively, if this is not done, oyster producers in the area, 
already undergoing severe financial ‘hardship, will harvest and sell 
these remaining oysters through normal commercial channels. In 
this event the bay’s oyster population will be entirely decimated, thus 
effectively destroying for many years to come this industry, which is 

capitalized at $65 million and which produces an annual income of 
some $5 million. 

Our bill would provide for the purchase of oysters from commercial 
producers at a cost not to exceed 75 percent of the market value with 
funds, two-thirds of which would be Federal and one-third of which 
would be State. Thus the financial burden of meeting this threat to 
this industry would be shared by the industry and Federal and State 
Governments. For example, assuming a market value for oysters at 
$6 per bushel, the industry would bear 25 percent of the cost of the 
program, State government 25 percent, and the Federal Government 
50 percent of the total cost. 

We have received endorsements from Governor Meyner of New 
Jersey and Governor Boggs of Delaware of this proposed legislation 
and assurances of support and cooperation with the program. 

One word about the interstate implications of this situation: We 
are informed that unusual oyster mortalities have been observed in 
the Chincoteague area and that officials of Maryland and Virginia are 
concerned that this blight, thus far restricted to Delaware Bay, may 
spread to other major east coast oyster-producing areas. In the event 
it does spread to these areas, the immune stock set aside by this pro- 
gram would be available as brood stock for combating excessive 
mortality there. 

We regret that the problems of bi-State coordination of this pro- 
posed program has delayed the introduction of this bill until this late 
in the session. We are fully cognizant of the additional burden con- 
sideration of the bill would impose upon the Interstate and Foreign 
Commerce Committee. Unwilling as we are to add to the present 
heavy schedule of your committee, we have introduced this legislation 
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with a firm conviction that action this session is a “must” if the oyster 
industry of Delaware and New Jersey is to be preserved. 
Sincerely yours, 


Cuirrorp P. Cass, U.S. Senator. 

J. AuLEN Frear, U.S. Senator. 

Harrison A. Wiuutas, Jr., U.S. Senator. 
Joun J. Wiiuiams, U.S. Senator. 


COST OF THE LEGISLATION 


The bill would authorize the Secretary of the Interior to purchase 
not more than 150,000 bushels of oyster brood stock at prices not to 
exceed 75 percent of the market value of the oysters. Your committee 
was informed that $6 per bushel is a fair market value, which would 
give a market cost, if the entire 150,000 bushels were purchased, of 
$900,000. Seventy-five percent of the market value equals $675,000, 
and since the bill would require the States to pay one-third of such 
cost, or $225,000, the cost to the United States would be $450,000. 


CHANGES IN EXISTING LAW 


There are no changes in existing law. 


O 


59006°—59 S. Rept., 86-1, vol. 6——43 








Calendar No. 1020 


86TH CONGRESS SENATE { REporRT 
1st Session No. 987 


AUTHORIZING AND DIRECTING THE SECRETARY OF THE IN- 
TERIOR TO UNDERTAKE CONTINUING RESEARCH ON THE 
BIOLOGY FLUCTUATIONS, STATUS, AND STATISTICS OF THE 
MIGRATORY MARINE SPECIES OF GAME FISH OF THE UNITED 
STATES AND CONTIGUOUS WATERS 


SerreMBER 9 (legislative day, SepremBer 5), 1959.—Ordered to be printed 


Mr. Maenvson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany H.R. 5004) 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (H.R. 5004) authorizing and directing the Secre- 
tary of the Interior to undertake continuing research on the biology 
fluctuations, status, and statistics of the migratory marine species of 
game fish of the United States and contiguous waters, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to direct the Secretary of the Interior to 
undertake a research program on the habits of migratory game fish 
in coastal waters of the United States. At the present time, virtually 
the entire budget of the Bureau of Sport Fisheries and Wildlife of the 
Fish and Wildlife Service is devoted to the study and protection of 
migratory game birds and the construction and maintenance of 
ao for the propagation of fish for inland streams and farm 
ponds. 

Although there has been a phenomenal growth in ocean sport 
fishing since the last war, the body of knowledge concerning the 
biology, fluctuation, habits, and populations of game fish species has 
remained static. At present, the committee believes that the activi- 
ties incident to this type of fishing have resulted in over one-half 
billion dollars a year expenditures by its devotees and that in view of 
its growth it merits considerable attention by the agency responsible 
for its development. Further, the increasing industrial development 
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of our shore areas has resulted in the construction of dams and other 
artificial barriers in tidal streams and these, together with increasing 
pollution, present a growing danger to the preservation of various 
sport fisheries. 

The Department of the Interior in its report on the bill, while con- 
curring with its objectives, takes the position that it possesses power 
in the Fish and Wildlife Act of 1956 to undertake the work authorized 
therein. However, representatives of the Department frankly ad- 
mitted at the hearing on the bill that little or no work was contem- 
plated in the immediate future and that the overall budgetary limita- 
tion militated against the expenditure of significant funds during the 
next few years. While the committee is of the view that the present 
fresh-water fishery programs of the Fish and Wildlife Service are 
essential and should be maintained, nevertheless considerably more 
attention should be paid to the aspect of its jurisdiction covering 
ocean sport fisheries, and in consequence, urges the enactment of this 
legislation. 

The bill would require that in studying environmental influences on 
various species of fish, attention should be directed to artificial as well 
as natural environmental factors. It is becoming increasingly clear 
that too little attention has been given to the effect that dumping or 
the disposal of chemicals and other artificially produced substances 
have on the habitat or on the life cycle of marine life. This has been 
highlighted by recent reports concerning the introduction of radio- 
active wastes into coastal waters. The problem is no less important 
where other toxic materials pollute the fishery environment. By the 
same token the influences of manmade structures should also receive 
proper attention. 


The annual cost of the legislation will be not over $2,700;000 ‘per 
year. 
The report of the Department of the Interior follows: 


DEPARTMENT OF THE INTERIOR, 
OFrFIce OF THE SECRETARY, 
Washington, D.C., July 7, 1959. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, House of 
Representatives, Washington, D.C. 

Drar Mr. Bonner: Your committee has requested a report on 
H.R. 5004, a bill authorizing and directing the Secretary of the In- 
terior to undertake continuing research on the biology fluctuations, 
status, and statistics of the migratory marine species of game fish of the 
United States and contiguous waters. The views contained in this 
report apply also to the identical bills, H.R. 6114, H.R. 6185, and 
H.R. 6753. These bills would require this Department to undertake 
a comprehensive and continuing study of the migratory marine fish of 
interest to recreational fishermen of the United States. The study 
would be undertaken for the purpose of developing wise conservation 
policies and constructive management activities. In order to carry 
out these purposes, the Secretary of the Interior would be authorized 
to acquire land, construct laboratory or other buildings, purchase 
boats, equipment, and employ such officers and employees as he deems 
necessary. He would be authorized to cooperate with State or other 
institutions and to make public the results of the research activity 
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that would be authorized. The appropriation of not more than 
$2,700,000 would be authorized to be appropriated annually for the 
purposes of such proposed legislation. 

We are in general agreement with the objectives of this proposal 
because of the fact that salt-water fishing has had a phenomenal 
growth in recent years and because of the ‘problems involved in the 
maintenance and management of this resource. However, because of 
the broad research powers that have been given to this Department 
pursuant to the Fish and Wildlife Act of 1956, there is little, if any- 
thing, to be gained from a further enactment ‘of this kind providing 
additional research authority. Accordingly, we do not recommend 
enactment of this proposed legislation. 

The rapid growth in salt-water fishing from a relatively unimportant 
sport has imposed many problems in management and its relation to 
commercial fishing. These problems are being taken into account in 
the development of our plans for future research activities. The fund 
needs for such research activities, in the light of overall fiscal consid- 
erations, will be submitted to the Congress from time to time in accord- 
ance with established budgetary procedures. 

We have been advised by the Bureau of the Budget that there is no 
objection to the submission of this report to your committee. 

Sincerely yours, 
Ross LEFFier, 
Assistant Secretary of the Interior. 


CHANGES IN EXISTING LAW 


There are no changes in existing law. 


O 
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86TH CONGRESS } SENATE f { REportT 
1st Session No. 988 





LIGHTHOUSE SERVICE RETIREMENT PAY INCREASE 
SepTeMBER 9 (legislative day SepremsBeEr 5), 1959.—Ordered to be printed 


Mr. Maenuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany H.R. 5431] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (H.R. 5431) to provide a further increase in the 
retired pay of certain members of the former Lighthouse Service, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to provide a further increase in the retire- 
ment pay of certain members of the former Lighthouse Service. 


SUMMARY OF THE NEED FOR THE LEGISLATION 


The bill would grant an increase of $150 per year, or 10 percent, 
whichever was greater, in the retired pay of certain members of this 
service. 

Involved are 655 retired civilians, and 250 persons, now employed 
by the Coast Guard, who will eventually retire under the Lighthouse 
Service Retirement Act. Of the retired personnel, 84 receive less 
than $1,500 per year; some as little as $950; and 1 person $600; 126 
are between $1,501 and $2,000; and 445 receive over $2,000. Since 
these people do not come under civil service, periodic legislative in- 
creases are necessary to bring them in line with other retirees. 

Your committee, on August 27 of this year, approved a bill (S. 2245) 
to bring the salaries of persons still on the lighthouse and lightships 
payrolls into line with other Federal employees. The Senate approved 
this legislation September 9, 1959. 
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AGENCY COMMENTS 


The Treasury Department points out in its report that the Congress, 
from time to time (1949, 1954, 1956), has found it necessary to adjust 
retired pay to compensate for an increased cost of living with respect 
to this Sarin. While the Department made an error in calculating 
the cost of this legislation, it had no objection to the bill. 

The Coast Guard stated the legislation would cost approximately 
$163,000 annually, and also found no objection to the measure. 

The letters, addressed to the chairman of the House Merchant 
Marine and Fisheries Committee, follow: 


Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 

My Dear Mr. CuarrMan: Reference is made to your request for 
the views of the Treasury Department on H.R. 3140 and H.R. 5431, 
bills to provide a further increase in the retired pay of certain members 
of the former Lighthouse Service. 

The proposed legislation would increase by 10 percent the retired 
pay of certain former members of the Lighthouse Service retired under 
the provisions of section 6 of the act of June 20, 1918, as amended and 
supplemented. H.R. 3140 would provide this increase for persons 
retired prior to January 1, 1956; 1K. 5431 would provide the increase 


for persons retired prior to January 1, 1958. 
It has in general been the policy of the Congress to adjust retired 
pay to compensate for an increased cost of living whenever there has 
een a general increase in salaries for the same reason. In accordance 
with this principle, the retired pay of former members of the Light- 


house Service has been increased in 1949, 1954, and 1956. The bills 
would affect another increase in accordance with this principle. The 
Treasury Department would have no objection to such an increase. 

The selection of a cutoff date before which a person must have 
retired to be eligible for the increase always presents a problem, 
When a single cutoff date is used, it results in a sharp distinction in 
annuities between those retired shortly before and those retired soon 
after the cutoff date. ‘This often has the effect of imposing inequities 
on some and may provide windfalls for others. In an attempt to 
meet this problem, the annuity increases provided in 1955 for per- 
sons retired under the civil service system and in 1956 for persons 
retired under the Lighthouse Service system were based upon a grad- 
uated scale. Apparently because this method presented great admin- 
istrative difficulties and-still did not achieve complete equity, the 
Congress returned to a single cutoff date in the act of June 25, 1958, 
which provided for an increase in annuities of persons retired under 
the civil service system prior to October 1, 1956. While equity can- 
not be achieved by a single cutoff date, shortening the time between 
it and the increase in active pay which it is designed to complement 
tends to eliminate some inequity. The Department would, there- 
fore, have no objections to enactment of H.R. 5431 rather than H.R, 
3140. Enactment of H.R. 5431 would result in an estimated cost of 
$12,000 a year to the Coast Guard. 
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Since your committee has asked for our report by June 17, there 
has not been time to obtain the usual Budget clearance prior to the 
submission of this report. 

Very truly yours, 
A. GiumoreE FLvEs, 
Acting Secretary of the Treasury. 


— 


JuLy 15, 1959. 
Hon. Hervert C. Bonner; 
House of Representatives, 
Washington, D.C. 

My Dear Mr. Bonner: Reference is made to your letter of July 
10, 1959, regarding an amendment to H.R. 5431 which would set a 
minimum increase of $150 per annum in the retired pay of certain 
members of the former Lighthouse Service. 

I have no objection to this amendment since it will pose no book- 
keeping problem, and the resultant increased cost will be nominal. 

It is estimated that the annual increased cost of H.R. 5431 to the 
Coast Guard will be $160,000. With the proposed amendment the 
added cost will be increased $3,000 annually. 

Sincerely yours, 
A. C. Ricumonp, 
Vice Admiral, U.S. Coast Guard, 
Commandant: 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing Rules 
of the Senate, changes in existing law made by the bill as amended are 
shown as follows (new matter is printed in italic, existing law in 
which no change is proposed is shown in roman): 


(60 Stat. ch. 103 (33 U.S.C. 763)) 


AN ACT To authorize aids to navigation and for other works in the Lighthouse 
Service, and for other purposes 


* * * * * * * 
That the annual rate of retired pay of each person retired prior to 
January 1, 1958, under section 6 of the Act of June 20, 1918, as amended 
and supplemented, shall be increased, effective on the first day of the 
Jirst calendar month following the date of enactment of this Act, by 10 per 
centum, or $150 per annum, whichever is greater. 


O 
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861TH CONGRESS t SENATE REPoRT 
1st Session No. 989 


DISPOSITION OF EFFECTS OF DECEASED SEAMEN 


SEPTEMBER 9 (legislative day SepremBeER 5), 1959.—Ordered to be printed 


Mr. Maenuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany H.R. 6067] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (H.R. 6067) to amend section 4544 of the Revised 
Statutes of the United States to provide that, if the money and effects 
of a deceased seaman paid or delivered to a district court do not exceed 
in value the sum of $1,500, such court may pay and deliver such money 
and effects to certain persons other than the legal personal represen- 
tative of the deceased seaman, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE OF THE BILL 


The purpose of this bill is to amend section 4544 of the Revised 
Statutes of the United States (46 U.S.C. 627) to provide that if the 
money and effects of a deceased seaman paid or delivered to a district 
court do not exceed in value the sum of $2,500, such court may pay 
and deliver such money and effects to certain persons other than the 
legal personal representative of the deceased seaman. The bill would 
amend said section of the Revised Statutes by striking out “$300” in 
both places it appears therein, and inserting in lieu thereof in each 
such place ‘‘$1,500”’. 


NEED FOR THE LEGISLATION 


Under the provisions of existing law the money and effects of a 
seaman who dies at sea must be paid or delivered by the master or 
owner of any vessel on which he has served, to the Coast Guard 
official to whom the duties of shipping commissioner have been dele- 
catty at the port where the seaman was discharged (46 U.S.C. 625). 

uch Coast Guard official shall then, within 1 week from the date of 
receiving any such money, wages or effects of the deceased seaman, 
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ay, remit or deliver same to the district court of the district in which 
1e resides (46 U.S.C. 626). Thereafter, if such money, effects, ete., 
of such seaman do not exceed in value the sum of $300, the district 
court may, subject to limited discretionary authority provided by 
statute, pay and deliver the said money and effects to any claimants 
who can prove themselves either to be his widow or children, or to be 
entitled to the effects of the deceased under his will, or under any 
statute, or to be entitled to secure probate, or take out letters of 
administration or confirmation, although no probate or letters of 
administration or contirmation have been taken out. Upon such pay- 
ment the district court is thereby discharged from all further responsi- 
bility in respect of the money and effects so paid and delivered. 

At the time, nearly a half century ago, of the enactment of the 
statute establishing $300 as the maximum amount for distribution 
without probate of the deceased seaman’s estate, the sum represented 
a considerable amount in relation to seamen’s wages. This limit is no 
longer realistic, in view of greatly increased monthly wages of Ameri- 
can seamen. Yet, under existing law there have been many instances 
in recent years where the costs of probate expenses have absorbed 
substantial portions of seamen’s estates when the total amounts have 
not been appreciably greater than the $300 allowable maximum for 
distribution. This has placed a most inequitable burden on seamen’s 
families and other deserving claimants. 

Today, the base monthly pay of an able-bodied seaman is $353.27 
per month for a 40-hour week, with overtime after 40 hours at $2.18 
per hour. Saturdays and Sundays are overtime if the ship is at sea, 

It can readily be seen, that the estate of a seamen, with less than a 
calendar month’s base salary due the deceased, if there was overtime 


involved, could run over $300, and be forced into probate under exist- 
ing law. 

The bill would aid in reducing an unnecessary burden on our courts, 
and at the same time aid deceased seamen’s families. 


AGENCY COMMENTS 


The Departments of Commerce, Treasury, and Justice have no ob- 
jection to the bill. Their reports, which are reproduced below, are 
directed to the bill as introduced in the House, raising the limitation 
to $2,500. The amendment from $2,500 to $1,500 was made at the 
suggestion of the Administrative Office of the United States Courts. 


Tue SEcRETARY OF COMMERCE, 
Washington, July 31, 1959. 
Hon. Herrert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 

Dear Mr. Cuarrman: This letter is in reply to your request of 
April 1, 1959, for the views of this Department with respect to H.R. 
6067, a bill to amend section 4544 of the Revised Statutes of the United 
States to provide that, if the money and effects of a deceased seaman 
paid or delivered to a district court do not exceed in value the sum of 
$2,500, such court may pay and deliver such money and effects to 
certain persons other than the legal personal representative of the 
deceased seaman. 
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The bill would amend section 4544 of the Revised Statutes of the 
United States (46 U.S.C. 627), by striking out “$300” in both places 
it appears therein, and inserting in lieu thereof in each such place 
“$2,5007’. 

The Department recommends favorable consideration of the bill. 

As stated in the title the bill would amend the law relating to the 
disposition of the estates of deceased seamen. ‘The distribution by a 
Federal district court of the money and effects of a deceased seaman 
would be increased from $300 to $2,500, as the sum that the court 
would be authorized to pay over to eligible claimants under the provi- 
sions of section 4544 of the Revised Statutes of the United States 
(46 U.S.C. 627), without probate of the decedent’s estate being 
required. 

At the time of the enactment of the statute establishing $300 as the 
maximum amount for distribution without probate of a decedent 
seaman’s estate nearly a half century ago, the sum represented a 
considerable amount in relation to seamen’s wages. Today this limit 
is not realistic. 

It is our understanding that there have been many instances in 
recent years where the costs of probate expenses have absorbed sub- 
stantial portions of seamen’s estates when the total amounts have not 
been appreciably greater than the $300 allowable maximum for dis- 

tribution. This has placed an inequitable burden on seamen’s families 
and other deserving claimants. 

This Department believes that the bill would be in the public 
interest and would assist the courts in doing away with unnecessary 
proceedings. 

We have been advised by the Bureau of the Budget that there would 
be no objection to the submission of this report to your committee. 

Sincerely yours, 
F. H. Mve ter, 
Acting Secretary of Commerce. 


OFFICE OF THE SECRETARY OF THE TREASURY, 
Washington, D.C., July 16, 1959. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 

House of Representatives, Washington, D.C. 

My Dear Mr. Cuarrman: Reference is made to the request of 
your committee for the views of this Department on H.R. 6067, ‘““To 
amend section 4544 of the Revised Statutes of the United States to 
provide that, if the money and effects of a deceased seaman paid or 
delivered to a district court do not exceed in value the sum of $2,500, 
such court may pay and deliver such money and effects to certain 
persons other than the legal personal representative of the deceased 
seaman.” 

The proposed legislation would amend section 4544 of the Revised 
Statutes (46 U.S.C. 627). This section currently provides that if the 
money and effects of a deceased seaman paid or delivered to a U.S. 
district court do not exceed in value the sum of $300, the court ms LV 
pay and deliver the money and effects to certain claimants qualifying 
under this section to entitlement. If the money and effects exceed in 
value the sum of $300, then the court must pay and deliver such money 
and effects to the legal personal representatives of the deceased. The 
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amendment proposed would raise the monetary value limitation upon 
the court’s authority from $300 to $2,500. 

The Treasury Department does not object to the enactment of 
H.R. 6067. 

The Department has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report to your 
committee. 

Very truly yours, 
A. GitmoreE FLvss, 
Acting Secretary of the Treasury. 


U.S. DEPARTMENT OF JUSTICE, 
Orrice or THE Deputy ATTroRNEY GENERAL, 
Washington, D.C., July 15, 1959. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 


Dear Mr. Cuairman: This is in response to your request for the 
views of the Department of Justice concerning the bill (H.R. 6067) 
“To amend section 4544 of the Revised Statutes of the United States 
to provide that, if the money and effects of a deceased seaman paid 
or delivered to a district court do not exceed in value the sum of 
$2,500, such court may pay and deliver such money and effects to 
certain persons other than the legal personal representative of the 
deceased seaman.” 

Existing law provides that if the money and effects of a deceased 
seaman do not exceed in value the sum of $300, the district court may 
distribute such money and effects to the seaman’s next of kin without 
the necessity of requiring the appointment of a personal representa- 
tive. The bill would increase from $300 to $2,500 the amount of 
money and effects of a deceased seaman which the court could dis- 
tribute to the next of kin without requiring the appointment of a 
personal representative. 

rer of Justice has no objection to the enactment of 
this bill. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 
JoHN R. SHENEMAN, 
Acting Deputy Attorney General. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill as 
amended are shown as follows: (existing faw proposed to be omitted 
is enclosed in brackets; new matter is printed in italic; existing law 
in which no change is proposed is shown in roman): 


Revisep Statutes 4544 (46 U.S.C. 627) 


If the money and effects of any seaman or apprentice paid, remitted, 
or delivered to the district court, including the moneys received for 
any part of his effects which have been sold, either before delivery to 
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the district court, or by its directions, do not exceed in value the sum 
of [$300] $1,500, then, subject to the provisions hereinafter contained, 
and to all such deductions for expenses incurred in respect to the sea- 
man or apprentice, or of his money and effects, as the said court thinks 
fit to allow, the court may pay and deliver the said money and effects 
to any claimants who can prove themselves either to be his widow or 
children, or to be entitled to the effects of the deceased under his will, 
or under any statute, or at common law, or to be entitled to procure 
probate, or take out letters of administration or confirmation, dimes 
no probate or letters of administration or confirmation have been taken 
out, and shall be thereby discharged from all further liability in respect 
of the money and effects so paid and delivered; or may, if it thinks fit 
so to do, require probate, or letters of administration or confirmation, 
to be taken out, and thereupon pay and deliver the said money and 
effects to the legal personal representatives of the deceased; and if such 
money and effects exceed in value the sum of [$300] $7,500, then, 
subject to deduction for expenses, the court shall pay and deliver the 
same to the legal personal representatives of the deceased. 


O 











Calendar No. 1023 


86TH Concress } SENATE | REporT 
1st Session No. 990 


INTER-AMERICAN CHILDREN’S INSTITUTE 


SerreMBER 9 (legislative day, SEPTEMBER 5), 1959.—Ordered to be printed 


Mr. Fuusricut, from the Committee on Foreign Relations, 
submitted the following 


REPORT 


[To accompany §., 2231] 


The Committee on Foreign Relations, having had under considera- 
tion the bill (S. 2231) to amend the joint resolution providing for 
membership and participation by the United States in the Inter- 
American Children’s Institute, reports S. 2231 with amendments 
and recommends that, as amended, it pass the Senate. 


REASON FOR THE BILL 


The Inter-American Children’s Institute, until 2 years ago, was 
known as the American International Institute for the Protection of 
Childhood. It is described as a center for study, information, docu- 
mentation, technical consultation, and advisory service on all ques- 
tions concerning childlife and welfare in the Americas. 

A witness from the Department of State testified on September 8, 

1959, that in 1958 the Institute completed a comparative study on 
family laws in effect in the American countries, prepared a report on 
correctional systems in Latin America, translated into Spanish several 
important studies which were originally published in English, and 
made studies on the problem of abandoned children. 
_ The present statutory limitation on the annual U.S. contribution 
is $25,000. However, the U.S. obligation to the Institute’s annual 
budget of $80,000 has been assessed at 40 percent. Thus, the U.S. 
obligation for both 1958 and 1959 has been computed at $32,000, or 
$7,000 over the statutory limit. 

The Institute estimates that in 1960 its needs will require a budget 
of $120,000, which would mean that the U.S. share would be computed 
at $48,000. The bill under consideration would cover that amount. 
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COMMENTS AND RECOMMENDATIONS 


The budget for the Inter-American Children’s Institute has climbed 
steadily, and is now expected to rise by 50 percent. to $120,000 in 1960, 
The committee doubts the wisdom of removing a ceiling on the US, 
contribution. Such a gesture might encourage still further increases, 
some of which might not be necessary. However, the committee 
does feel that a limitation of $50,000 is more realistic than the existing 
$25,000 figure and therefore approves of S. 2231, as amended. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Pusuic Reso.ution 31 or May 3, 1928, as AMENDED 


[That in order to meet the obligations of the United States as a 
member of the American International Institute for the Protection 
of Childhood there is hereby authorized to be appropriated to the 
Department of State such sums, not to exceed $25,000 per annum, as 
may be necessary for the payment by the United States of its share of 
the expenses of the Institute, as apportioned in accordance with the 
statutes of the Institute.] 

That in order to meet the obligations of the United States as a member 
of the Inter-American Children’s Institute, there is hereby authorized to 


be appropriated to the Department of State for the fiscat years 1961 and 
1962 such sums, not to exceed $50,000 per fiscal year, as may be necessary 
for the payment by the United States of its share of the expenses of the 
Institute, as apportioned in accordance with the statutes of the Instvtute. 


O 





Calendar No. 1024 


86TH CONGRESS ! SENATE { REpPoRT 
1st Session No. 991 


AMENDING THE NATIONAL CULTURAL CENTER ACT 


SerreMBER 10 (legislative day, Szpremper 5), 1959.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany 8S. 2230] 


The Committee on Public Works, to whom was referred the bill 
(S. 2230) to amend the National Cultural Center Act, having con- 
sidered the same, report favorably thereon, without amendment, and 
recommend that the bill do pass. 


PURPOSE 


The purpose of S. 2230 is to amend section 7(b) of the National 
Cultural Center Act (72 Stat. 1698) by adding language providing 
that funds, property, and income therefrom, shall be vested in an 
organization designated by the donor at the time of making the dona- 
tion thereof, if at that time such organization is described in the 
Internal Revenue Code of 1954, and is tax exempt and contributions, 
— or transfers to the organization are deductible under such 
code. 

GENERAL STATEMENT 


The National Cultural Center Act, Public Law 874, 85th Congress, 
authorizes the Trustees of the National Cultural Center to solicit and 
accept gifts and bequests for the benefit of the Center. It also pro- 
vides that if the office of the Trustees of the National Cultural Center 
terminates at the end of 5 years because sufficient funds have not 
been collected to carry out the purposes of the act, all funds and 
property accepted by the Trustees, and income therefrom, shall be 
vested in the Board of Regents of the Smithsonian Institution and be 
used by the Board for purposes specified in the act. 

S. 2230 proposes to amend the act with regard to the disposition of 
funds or property accepted by the Trustees in case their office ter- 
minates. In lieu of the funds being vested in the Board of Regents 
of the Smithsonian Institution, the funds or property may be vested 
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in an organization designated by the donor at the time of making the 
donation, if, at such time, such organization is described in the 
Internal Revenue Code and is tax exempt and contributions thereto 
are tax deductible under the code. 

Public Law 874 provides that in the event of termination of the 
offices of the Trustees, the funds would be used in connection with the 
transfer of the Civil Service Commission Building to the Smithsonian 
Institution to house certain art collections and for the acquisition of 
works of art to be housed in that building. 

The Trustees of the National Cultural Center feel that enactment of 
S. 2230 will encourage donations from persons who otherwise might be 
unwilling to make donations under the provisions of existing law, and 
will permit them to honor requests by donors that their gifts, bequests, 
or devises go to some recipient other than the Smithsonian Institution, 
in case sufficient funds are not received within the 5 5-year period for the 
Cultural Center. 

COMMITTEE VIEWS 


The committee is in accord with the provisions contained in S. 2230 
in regard to the disposition of funds in the event that insufficient funds 
were donated for the National Cultural Center and the project 
abandoned. It feels that enactment of this legislation will encourage 
donations from persons who otherwise might be unwilling to make 
such a donation. The committee therefore recon:mends favorable 
action on S. 2230. 


AGENCY COMMENTS 


Favorable comments on S. 2230 have been received by the com- 
mittce from the Bureau of the Budget; the Treasury Department; 
the Department of Health, Education, and Welfare; the General 
Services Administration; the Commission of Fine Arts; the National 
Capital Planning Commission; and the Board of Commissioners of 
the District of Columbia. Letters from those agencies are as follows: 


Executive Orrice oF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., July 21, 1959. 
Hon, Dennis CHAveEz, 
Chairman, Committee on Public Works, 
U.S. Senate, Washington, D.C. 


My Dear Mr. Cuairman: This is in reply to your letter of June 25, 
1959, requesting the views of this office with respect to S. 2230, a bill 
to amend the National Cultural Center Act. 

S. 2230 seeks to remove certain objections on the part of prospective 
donors to the National Cultural Center in regard to the disposition 
of donated funds in the event that insufficient funds were donated 
and this project abandoned. 

This Office would have no objection to the enactment of the measure. 

Sincerely yours, 
Puituip S. Huenss, 
Assistant Director for Legislative Reference. 
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OFFICE OF THE SECRETARY OF THE TREASURY, 
Washington, August 20, 1959. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 

U.S. Senate, Washington, D.C. 

My Dear Mr. Cuarrman: This is in reply to your request of June 
25, 1959, for the views of this Department on S. 2230, a bill to amend 
the National Cultural Center Act. 

The National Cultural Center Act (Public Law 85-874) provides, 
in part, that the Trustees of the National Cultural Center are author- 
ized to solicit and accept gifts and bequests for the benefit of the 
Center. Provision is further made that if the office of the trustees 
of the National Cultural Center terminates because sufficient funds 
have not been collected to carry out the purposes of the act, all funds 
and property accepted by the trustees, and income therefrom, shall 
vest in the Board of Regents of the Smithsonian Institution and be 
used by the Board in a manner specified in the act. 

S. 2230 proposes to amend the act as regards the disposition of 
funds or property accepted by the trustees in case their office termi- 
nates. The bill would provide that in lieu of the funds being vested 
in the Board of Regents of the Smithsonian Institution, the funds or 
property may vest in an organization designated by the donor at the 
time of making the donation, if, at such time, such organization is 
described in section 501(c)(3) of the Internal Revenue Code dnd is 
exempt under section 501(a) of the code. 

The Treasury Department has no objection to S. 2230. 

The Bureau of the Budget has advised the Treasury Department 
that there is no objection to the presentation of this report. 

Sincerely yours, 
Davin A. Linpsay, 
Assistant to the Secretary. 


DEPARTMENT OF Heattu, Epucation, aND WELFARE, 
Washington, July 22, 1989. 
Hon. Dennis CHAVEZ, 

Chairman, Committee on Public Works, 
U.S. Senate, Washington, D.C. 


Dear Mr. Cuarrman: This letter is in response to your request of 
June 25, 1959, for a report on S. 2230, a bill to amend the National 
Cultural Center Act. 

The bill was introduced on behalf of the Trustees of the National 
Cultural Center in order to remove a question that has arisen in the 
administration of the National Cultural Center Act. That act now 
provides (sec. 7) that if enough money is not collected to construct the 
National Cultural Center within 5 years of the date of enactment, the 
act ceases to be effective and all funds and property vest in the 
Board of Regents of the Smithsonian Institution. The question has 
been raised whether this prevents the honoring of requests by donors 
that their gifts, bequests, or devises go to some recipient other than 
the Smithsonian Institution in case sufficient funds are not received 
within the 5-year period by the Cultural Center. 

S. 2230 would make it clear that we can give effect to the donors’ 
wishes where the recipient designated is an organization which, at 
the time of the donation to the National Cultura] Center, is described 
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under section 501(c)(3) and is tax exempt under section 501(a) of the 
Internal Revenue Code and if, at such time, a contribution, bequest, 
legacy, devise, or transfer to the organization is deductible under 
section 170, 2055, or 2106 of the Internal Revenue Code, thereby 
assuring that the gift will be deductible for tax purposes at the time 
it is made to the Center. 

Since enactment of this bill would remove the question referred to 
above and thereby eliminate a possible deterrent to gifts by some 
persons, we hope that your committee will be able to act favorably 
on the bill as soon as possible. 

The Bureau of the Budget advises that it perceives no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Arruur S. Fiemmine, Secretary. 


GENERAL SERVICES ADMINISTRATION, 
Washington, D.C., July 21, 1959. 
Hon. Dennis CHAVEz, 
Chairman, Committee on Public Works, 
U.S. Senate, Washington, D.C. 


Dear Mr. Cuatrman: Your letter of June 25, 1959, requested the 
views of the General Services Administration on S. 2230, 86th Con- 
gress, a bill to amend the National Cultural Center Act. 

The National Cultural Center Act (72 Stat. 1698) provides that it 
shall cease to be effective if sufficient contributions have not been 
received within 5 years after its enactment to construct the National 
Cultural Center. Further, all funds and property theretofore accepted 
for the purpose, and any income therefrom, shall be used in connection 
with the transfer of the Civil Service Commission Building to the 
Smithsonian Institution to house certain art collections and for the 
acquisition of works of art to be housed in that building. The pro- 
posed amendment would add a provision that such funds or property, 
and the income therefrom, shall vest in an organization designated by 
the donor of such funds or property at the time of the making of the 
donation thereof, under certain specified conditions. 

The purposes of the bill do not appear to affect the responsibilities 
of the General Services Administration; neither would its enactment 
affect our fiscal or budgetary requirements. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Epwarp K. Mitts, Jr., 
Acting Administrator. 


Tue ComMIssION OF FINE Arts, 


July 21, 1959. 
Hon. Dennis CHAVEZ, 


Chairman, Committee on Public Works, 
New Senate Office Building, Washington, D.C. 

Dear Mr. Cuatrman: In accordance with your request, the Com- 
mission of Fine Arts has considered S. 2230, which has been introduced 
by Senator Fulbright and referred to the Committee on Public Works. 
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The purpose of this legislation is to amend the provisions of the 
Cultural Center Act to allow a donor to specify in what manner his 
donation is to be used in case it is not used for the Cultural Center. 

The members of the Commission agree that such an amendment 
will be useful in raising funds for the Cultural Center, and recommend 
favorable action on it by your committee and the Congress. 

The Bureau of the Budget has advised that it has no objection to 
the submission of this report. 

For the Commission of Fine Arts: 

Sincerely yours, 


Davin E., Fintey, Chairman. 


Nationa CapitaL PLANNING CoMmMISSION, 
Washington, D.C., July 21, 1959. 
Hon. Dennis CHAVEZ, 


Chairman, Committee on Publie Works, 
New Senate Office Building, 
U.S. Senate, Washington, D.C. 


Dear SENATOR CuHavez: Reference is made to your request for the 
comments of the National Capital Planning Commission on S. 2230, 
a bill to amend the National Cultural Center Act. 

It is recommended that the proposed legislation be enacted. 

The bill would amend subsection (b) of section 7 of the National 
Cultural Center Act (72 Stat. 1698) so as to provide that the donor of 
funds or property for the National Cultural Center could take ad- 
vantage of certain tax provisions relating to deductions ordinarily 


applicable to donations to organizations exempt from taxation. 
While this Commission is not directly concerned with the organiza- 
tion and establishment of the National Cultural Center, it believes 
that the construction of the center should be encouraged and that 
the proposed amendment very well may influence beneficially, the 
donation of funds and property for these purposes. 

Sincerely yours, 


W. E. Fintey, Director. 


GOVERNMENT OF THE District or CoLUMBIA, 
EXxeEcuTiveE OFFICE, 
Washington, D.C., July 22, 1959. 
Hon. Dennis CHAveEz, 


Chairman, Committee on Public Works, 
U.S. Senate, Washington, D.C. 


My Dear Senator Cuavez: Further reply is made to your letter 
dated June 25, 1959, enclosing a copy of S. 2230, a bill to amend the 
National Cultural Center Act. 

Section 7(a) of the National Cultural Center Act, approved Septem- 
ber 2, 1958 (Public Law 85-874), provides that the act shall cease to 
be effective and all offices created by the act and all appointments 
made thereunder shall terminate if the Board of Regents of the Smith- 
sonian Institution does not find that sufficient funds to construct the 
Center have been received by the Trustees within 5 years after the 
date of enactment of the act. 

Section 7(b) provides that if the offices of the Trustees of the Center 
terminate under the provisions of section 7(a), all funds and property 
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accepted by the Trustees shall vest in the Board of Regents of the 
Smithsonian Institution to be used to carry out the purposes of the 
act entitled ‘An Act to provide for the transfer of the Civil Service 
Commission Building in the District of Columbia to the Smithsonian 
Institution to house certain art collections of the Smithsonian In- 
stitution,” approved March 28, 1958, and for the acquisition of works 
of art to be housed in the building referred to in such act. 

The bill amends section 7(b) by adding language providing that if 
at the time of making his donation for the National Cultural Center, 
the donor designates an organization to receive funds or property 
donated in the event that the Trustees find, at the termination of the 
5-year period, that the total amount received for constructing the 
Center is not sufficient. The organization designated by the donor 
must at the time of donation be a tax-exempt organization within the 
meaning of the Internal Revenue Code and any bequest, legacy, de- 
vice, or transfer to such organization be deductible under such code. 

The Commissioners believe that the enactment of the bill would 
encourage donations from persons who otherwise might be unwilling 
to make thedonations. On the basis of such belief, the Commissioners 
recommend favorable action on the bill. 

The Commissioners have been advised by the Bureau of the Budget 
that there is no objection on the part of that office to the submission 
of this report to the Congress. 

Yours very sincerely, 
Rospert E. McLaveutin, 
President, Board of Commissioners, D.C. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of the rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill as re- 
ported are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Public Law 85-874 
85th Congress, S. 3335 
September 2, 1958 
AN ACT 
To provide for a National Cultural Center which will be constructed, with funds 


raised by voluntary contributions, on a site made available in the District of 
Columbia. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 

SecTIon 1. This Act may be cited as the ‘‘ National Cultural Center 
Act”’. 


BOARD OF TRUSTEES 


Suc. 2. (a) There is hereby established in the Smithsonian Institu- 
tion a bureau, which shall be directed by a board to be known as the 
Trustees of the National Cultural Center (hereafter in this Act 
. Teferred to as the ‘‘Board”’), whose duty it shall be to maintain and 





AMENDING THE NATIONAL CULTURAL CENTER ACT 7 


administer the National Cultural Center and site thereof and to exe- 
cute such other functions as are vested in the Board by this Act. 
The Board shall be composed as follows: The Secretary of Health, 
Education, and Welfare, the Librarian of Congress, the Assistant 
Secretary of State for Public Affairs, the Chairman of the Commis- 
sion of Fine Arts, the President of the Board of Commissioners of 
the District of Columbia, the Chairman of the District of Columbia 
Recreation Board, the Director of the National Park Service, the 
Commissioner of the United States Office of Education, the Secretary 
of the Smithsonian Institution, three Members of the Senate appointed 
by the President of the Senate, and three Members of the House of 
Representatives appointed by the Speaker of the House of Representa- 
tives ex officio; and fifteen general trustees who shall be citizens of 
the United States, to be chosen as hereinafter provided. 

(b) The general trustees shall be appointed by the President of the 
United States and the members of the first Board shall have terms 
expiring three at the end of two years, three at the end of four years, 
three at the end of six years, three at the end of eight years, and three 
at the end of ten years, after the date of enactment of this Act. The 
term of office of each member of the Board subsequently appointed 
shall be ten years except that a successor appointed to fill a vacancy 
occurring prior to the expiration of such term shall be appointed only 
for the remainder of such term. 

(c) There shall be an Advisory Committee on the Arts composed 
of such members as the President may designate, to serve at the pleas- 
ure of the President. Persons appointed to the Advisory Committee 
on the Arts, including officers or employees of the United States, shall 
be persons who are recognized for their knowledge of, or experience 
or interest in, one or more of the arts in the fields covered by the 
National Cultural Center. The President shall designate the Chair- 
man of the Advisory Committee on the Arts. In making such appoint- 
ments the President shall give consideration to such recommendations 
as may from time to time be submitted to him by leading national 
organizations in the appropriate art fields. The Advisory Committee 
on the Arts shall advise and consult with the Board and make recom- 
mendations to the Board regarding existing and prospective cultural 
activities to be carried on in the National Cultural Center. The Advi- 
sory Committee on the Arts shall assist the Board in carrying out 
section 5(a) of this Act. Members of the Advisory Committee on 
the Arts shall serve without compensation, but each member of such 
Committee shall be reimbursed for travel, subsistence, and other 
necessary expenses incurred by him in connection with the work of 
such Committee. 

NATIONAL CULTURAL CENTER 


Suc. 3. The Board shall construct for the Smithsonian Institution, 
with funds raised by voluntary contributions, a building to be desig- 
nated as the National Cultural Center on a site in the District of 
Columbia bounded by the Inner Loop Freeway on the east, the Theo- 
dore Roosevelt Bridge approaches on the south, Rock Creek Parkway 
on the west, New Hampshire Avenue and F Street on the north, which 
shall be selected for such purpose by the National Capital Planning 
Commission. The National Capita Planning Commission shall ac- 


quire by purchase, condemnation, or otherwise, lands necessary to 
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a for the National Cultural Center and related facilities. Such 
uilding shall be in accordance with plans and specifications approved 
by the Commission of Fine Arts. 


DUTIES OF THE BOARD 


Sec. 4. The Board shall— 

(1) present classical and contemporary music, opera, drama, 
dance, and poetry from this and other countries, 

(2) present lectures and other programs, 

(3) develop programs for children and youth and the elderly 
(and for other age groups as well) in such arts designed specifi- 
cally for their participation, education, and recreation, and 

(4) provide facilities for other civic activities at the Cultural 
Center. 

POWERS OF THE BOARD 


Sec. 5. (a) The Board is authorized to solicit and accept for the 
Smithsonian Institution and to hold and administer gifts, bequests, 
or devises of money, securities, or other property of whatsoever char- 
acter for the benefit of the National Cultural Center. Unless other- 
wise restricted by the terms of the gift, bequest, or devise, the Board 
is authorized to sell or exchange and to invest or reinvest in such 
investments as it may determine from time to time the moneys, secu- 
rities, or other property composing trust funds given, bequeathed, 
or devised to or for the benefit of the National Cultural Center. The 
income as and when collected shall be placed in such depositaries as 
a meen shall determine and shall be subject to expenditure by the 

oard. 

(b) The Board shall appoint and fix the compensation and duties 
of a director, an assistant director, and a secretary of the National 
Cultural Center and of such other officers and employees of the Na- 
tional Cultural Center as may be necessary for the efficient adminis- 
tration of the functions of the Board. The director, assistant director, 
and secretary shall be well qualified by experience and training to 
perform the duties of their office. 

(c) The actions of the Board, including any payment made or 
directed to be made by it from any trust funds, shall not be subject 
to review by any officer or agency other than a court of law. 


ADMINISTRATION 


Src. 6. (a) The Board is authorized to adopt an official seal which 
shall be judicially noticed and to make such bylaws, rules, and regu- 
lations, as it deems necessary for the administration of its functions 
under this Act, including, among other matters, bylaws, rules, and 
regulations relating to the administration of its trust funds and the 
organization and procedure of the Board. The Board may function 
notwithstanding vacancies and eight members of the Board shall 
constitute a quorum for the transaction of business. 

(b) The Board shall have all the usual powers and obligations of @ 
trustee in respect of all trust funds administered by it. 

(c) The Board shall submit to the Smithsonian Institution an 
annual report of its operations under this Act, including a detailed 
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statement of all public and private moneys received and disbursed 
by it. 
TERMINATION 


Sec. 7. (a) This Act shall cease to be effective, and all offices created 
by this Act and all appointments made under this Act shall terminate, 
if the Board of Regents of the Smithsonian Institution does not find 
that sufficient funds to construct the National Cultural Center have 
been received by the Trustees of the National Cultural Center within 
five years after the date of enactment of this Act. 

(b) If the officers of Trustees of the National Cultural Center ter- 
minate under the provisions of subsection (a), all funds and property 
(real and personal) accepted by the Trustees of the National Cultural 
Center under section 5(a), and income therefrom, shall vest in the 
Board of Regents of the Smithsonian Institution and shall be used by 
the Board of Regents of the Smithsonian Institution to carry out the 
purposes of the Act entitled “An Act to provide for the transfer of the 
Civil Service Commission Building in the District of Columbia to the 
Smithsonian Institution to house certain art collections of the Smith- 
sonian Institution,” approved March 28, 1958, and for the acquisition 
of works of art to be housed in the building referred to in such Act [.J 
; except that such funds or property, and the income therefrom, shall vest 
in an organization designated by the donor of such funds or property at 
the time of the making of the donation thereof, if, at such time, such organ- 
ization is described in section 501(c)(3) of the Internal Revenue Code of 
1954 and is exempt under section 501 (a) of such Code, and if, at such time, 
a contribution, bequest, legacy, devise, or transfer to such organization 
is deductible under section 170, 2055, or 2106 of such Code. 


O 
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86TH CONGRESS } SENATE { REportT 
1st Session No. 992 


DESIGNATING THE DYBERRY DAM AND RESERVOIR, 
LACKAWAXEN RIVER BASIN, PA., AS THE GENERAL 
EDGAR JADWIN DAM AND RESERVOIR 


SepTeMBER 10 (legislative day, SepremBeER 5), 1959.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany H.R. 8035] 


The Committee on Public Works, to whom was referred the bill 
(H.R. 8035) to designate the Dyberry Dam and Reservoir, Lacka- 
waxen River Basin, Pa., as the General Edgar Jadwin Dam and Reser- 
voir, having considered the same, report favorably thereon without 
amendment, and recommend that the bill do pass. 


PURPOSE 


The purpose of H.R. 8035 is to designate the Dyberry Dam and 
Reservoir on Dyberry Creek in the Lackawaxen River Basin, Pa., as 
the General Edgar Jadwin Dam and Reservoir, and any law, regula- 
tion, map, document, record, or other paper of the United States in 
which such dam and reservoir are referred to shall be held to refer 
to such dam and reservoir as the General Edgar Jadwin Dam and 
Reservoir. 

GENERAL STATEMENT 


The Dyberry Dam is located on Dyberry Creek 3 miles above its 
confluence with Lackawaxen River at Honesdale, Pa., and 29 miles 
above the confluence of the Lackawaxen and Delaware Rivers. The 
site is in central Wayne County, between the borough of Honesdale 
and the village of Tanners Falls. 

The project was authorized by the Flood Control Act of June 30, 
1948, in accordance with House Document 113, 80th Congress, for 
flood control only. The dam is an earth embankment 1,280 feet long 
and 112 feet high, and will control the runoff from a drainage area of 
5 square miles. The reservoir will have a total flood control capacity 
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of 24,500 acre-feet. The estimated Federal cost is $4,200,000. The 
project is essentially complete and in operation, and was dedicated 
on August 19, 1959. 

Lt. Gen. Edgar Jadwin was a native of Honesdale, Pa., located in 
the immediate vicinity of the dam. He was graduated from the US, 
Military Academy in 1890, with the highest rank in his class. He was 
a lieutenant colonel with the 3d U.S. Volunteer Engineers in the 
Spanish-American War and was selected by General Goethals as his 
assistant for construction of the Panama Canal. 

President Wilson appointed General Jadwin to investigate condi- 
tions in Poland in 1919 after he served as engineer in charge of all 
allied construction in Europe during World War I. 

From 1920 to 1926 he had charge of various engineer districts and 
served on important boards. He also served as dikends to the World 
Engineer Congress at Tokyo. 

General Jadwin was appointed Chief of Engineers, U.S. Army, on 
June 27, 1926, and served until August 7, 1929. He was regarded as 
one of the foremost engineers in the Nation when he headed the Corps 
of Engineers. As Chief of Engineers he conceived the first plan for 
flood control of the Mississippi River in its alluvial valley, a program 
known as the Jadwin plan which was adopted by Congress in 1928, and 
he directed its prosecution, the Federal Government’s first major 
activity in the flood control field. 

He was recalled from retirement in 1930 when President Hoover 
named him Chairman of the newly created Federal Power Board, 
which post he held when he died March 2, 1931. He is buried in 
Arlington National Cemetery. 

Local residents believe that changing the name of the Dyberry 
Reservoir would be a well deserved mark of recognition for a dis- 
tinguished American. 

COMMITTEE VIEWS 


The committee is in accord with the desires of local interests and 
believes that naming this small flood control project near his home 
after Gen. Edgar Jadwin would be a fitting honor for a noted engineer 
who made such an outstanding contribution to the flood control 
problem in our Nation, and recommends enactment of this legislation. 

The Department of the Army and the Bureau of the Budget have 
no objection to the bill, as evidenced by the following communication: 


DEPARTMENT OF THE ARMY, 
Washington, D.C., July 27, 1959. 
Hon. Cuarues A. Buck.ey, 


Chairman, Committee on Public Works, 
House of Representatives. 


Dear Mr. CuairMan: Reference is made to your request for the 
views of the Department of the Army with respect to H.R. 8035, 
86th Congress, a bill to designate the Dyberry Dam and Reservoir, 
Lackawaxen River Basin, Pa., as the General Edgar Jadwin Dam and 
Reservoir. 

The purpose of the bill is clearly stated in the title. 

Lt. Gen. Edgar Jadwin was born at Honesdale, Pa., August 7, 1865. 
He was graduated from West Point in 1890. He was Chief of Engi- 
neers, U.S. Army, from June 27, 1926, to August 7, 1929. He spon- 
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sored a plan for Mississippi River flood control which was authorized 
by Congress by act of May 15, 1928. He was retired on August 7, 
1929, and died on March 2, 1931. 


The Department of the Army has no objection to legislation to 
rename this project. 


The Bureeu of the Budget advises that there is no obiection to the 
submission of this report. 


Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 
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861TH CONGRESS t SENATE { REporRT 
1st Session No. 993 


DESIGNATING THE DAM ACROSS THE LAMPASAS RIVER 
IN TEXAS AS STILLHOUSE HOLLOW DAM 


SEPTEMBER 10 (legislative day, SpeprempBer 5), 1959.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany H.R. 616] 


The Committee on Public Works, to whom was referred the bill 
(H.R. 616) to designate the dam across the Lampasas River in Texas 
as Stillhouse Hollow Dam. having considered the same, report favor- 


ably thereon without amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of the bill is to designate the dam to be constructed 
across the Lampasas River near Belton in Bell County, Tex., as Still- 
house Hollow Dam, and any law, regulation, map, document, record, 
or other paper of the United States in which such dam is referred to 
by any other name shall be held to refer to such dam by the name of 
Stillhouse Hollow Dam. 


GENERAL STATEMENT 


The Lampasas Dam is located on the Lampasas River 15 miles 
above its mouth in Bell County, about 3 miles southwest of Belton, 
Tex., and 40 miles east of the town of Lampasas. The project is a 
unit of the comprehensive plan for flood control in the Brazos River 
Basin, authorized by the Flood Control Act approved September 3, 
1954, in accordance with House Document 535, 81st Congress. 

The dam will be a rolled-earth embankment 8,020 feet long, with a 
maximum height of 169 feet above the streambed, and will control the 
runoff from 1,321 square miles of drainage area. The reservoir will 
have a total storage capacity of 481,000 acre-feet, of which 389.900 
acre-feet are for flood control, 56,200 acre-feet for conservation stor- 
age, and 34,900 acre-feet for sedimentation storage. The estimated 
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cost of the project is $29,400,000. Local interests will contribute 
toward the cost of the conservation storage. Construction of the 
project has not been initiated. Preconstruction planning and design 
will be essentially completed during the fiscal year 1960. 

The Lampasas Dam was originally named for the river on which it 
will be located. Local groups in the area feel that it is confusing to 
have the name of the dam correspond with the name of the community 
so far removed from the dam site. 

The name Stillhouse Hollow has considerable local tradition, and is 
the designation desired for the dam by local chambers of commerce in 
the area and others. The designation has the approval of the U.S. 
Senators from Texas. 

COMMITTEE VIEWS 


The committee agrees with the views of the local residents, and 
feels that their desires should be honored, to avoid any confusion about 
the dam being located near the town of Lampasas. 

The Department of the Army has advised that it has no objection 
to the proposed designation contained in H.R. 616, and also that the 
Bureau of the Budget also offers no objection thereto, as indicated 
ia the following letter: 

JuLy 9, 1959. 
Hon. Cuarutes A. Bucktey, 
Chairman, Cummittee on Public Works, 
House of Representatives. 


Dear Mr. CuarrMan: Reference is made to your request for the 
views of the Department of the Army with respect to H.R. 616, 86th 
Congress, a bill to designate the dam across the Lampasas River in 
Texas as Stillhouse Hollow Dam. 


The Department of the Army offers no objection to the enactment 
of the above-mentioned bill, which would designate the Lampasas 
Dam to be constructed on the Lampasas River near Belton, Tex., as 
the Stillhouse Hollow Dam, 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours. 


Witser M. Brucker, 
Secretary of the Army. 
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86TH CONGRESS \ SENATE { REpPoRT 
lst Session No. 994 


MEMORIAL TABLET AT GARDEN KEY, FLA., IN HONOR 
OF SAMUEL ALEXANDER MUDD 


SerpTeMBER 10 (legislative day, SerremBer 5), 1959.—Ordered to be printed 


an 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


{To accompany H.J. Res. 80] 


The Committee on Rules and Administration, to whom was referred 
the joint resolution (H.J. Res. 80) providing for the erection of a 
memorial tablet at Garden Key, Fla., in honor of Dr. Samuel Alex- 
ander Mudd, report favorably thereon without amendment and recom- 
mend that the joint resolution do pass. 

House Joint Resolution 80 would provide for the erection of a tablet 
at Garden Key, Fla., to honor the memory of Dr. Samuel Alexander 
Mudd and in recognition of his great service during the yellow fever 
epidemic of 1867 at Fort Jefferson, where he was imprisoned. The 
purposes of this joint resolution are more fully detailed in the accom- 
panying report issued by the House Committee on Interior and 

nsular Affairs (H. Rept. 916, 86th Cong.) the pertinent portions of 
which are as follows: 


~ * * * x 


PURPOSE 
* « * * = 


The tablet would be erected within the Fort Jefferson 
National Monument, which is under the jurisdiction of the 
National Park Service, Department of the Interior. The 
National Park Service has dev eloped a plan to provide a 
visitor center at the monument. At this center the history 
of the old fort, including the record of Dr. Mudd’s outstand- 


ing medical aid to yellow fever victims, will be presented 
to the public. 
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NEED 


The nature of Dr. Mudd’s conduct during the epidemic of 
1867 is indicated in the following extracts from the document 
executed by President Andrew Johnson on June 29, 1869, 
granting to Dr. Mudd a full and unconditional pardon, and 
terminating his imprisonment at Fort Jefferson under judg- 
ment of a military commission for conspiracy in connection 
with the assassination of President Abraham Lincoln: 

“* * * upon occasion of the prevalence of the yellow fever 
at that military station, and the death by that pestilence of 
the medical officer of the Post, the said Samuel A. Mudd 
devoted himself to the eare and the eure of the sick, and 
interposed his courage and his skill to protect the garrison, 
otherwise without adequate medical aid, from peril and 
alarm, and thus, as the officers and men united in testifying, 
saved many valuable lives and earned the admiration and 
the gratitude of all who observed or experienced his generous 
and faithful service to humanity; 

“* * * the surviving families and friends of the Surgeon 
and other officers who were the victims of the pestilence 
earnestly present their dying testimony to the conspicuous 
merit of Dr. Mudd’s conduct, and their own sense of obliga- 
tion to him and Lieut. Zabriskie, and two hundred and 
ninety-nine non-commissioned officers and privates stationed 
at the Dry Tortugas have united in presenting to my atten- 
tion the praiseworthy action of the prisoner and in petition- 
ing for his pardon; * * *.” 

Support for this measure was received from various sources, 
including the Dade County Medical Association of Miami, 
Fla., and the Southern Cross Chapter, United Daughters of 
the Confederacy, Coral Gables, Fla. 

A letter received from Congressman Fascell on House 
Joint Resolution 80 and House Joint Resolution 433 follows: 


Hovusr or REPRESENTATIVES, 
Washington, D.C., August 6, 1959. 
Hon. Warne N. AspINnALu, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. CuHarrMan: | am advised that the committee 
has under consideration the approval of House Joint Resolu- 
tion 433, which I introduced as a cosponsor of House Joint 
Resolution 80 (Bentley of Michigan). 

Our colleague, Congressman Bentley, was the original 
introducer of the legislation and has had a long interest in 
the subject since a relative of Dr. Mudd lives in his district. 

While the site of the proposed memorial tablet is in my 
district, I would have no objection to the committee con- 
sidering either measure. 

Sincerely, 
Dante B. Fascett, 
Member of Congress. 


+ * 
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COST 


Only a very small sum, probably not more than $300, will 
be expended as a result of House Joint Resolution 80, 


DEPARTMENT RECOMMENDATION 


The Department of the Interior, in its report which 
follows, offered no objection to the enactment of this legisla- 
tion. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., March 25, 1959. 
Hon. Wayne N. AspINna.t, 
Chairman, Committee on Interior and Insular Affairs, House of 
Representatives, Washington, D.C. 

Dear Mr. AspinaLu: Your committee has requested a 
report on House Joint Resolution 80, a joint resolution pro- 
viding for the erection of a memorial tablet at Garden Key, 
Fla., in honor of Dr. Samuel Alexander Mudd. 

This Department has no objection to the enactment of 
House Joint Resolution 80. 

This resolution provides for the erection of a memorial 
tablet on the site of the ruins of Fort Jefferson, Garden Key, 
Fla., in the memory and honor of Dr. Samuel Alexander 
Mudd. 

Although the providing of memorial treatment through 
markers, monuments, and sculpture is often inconsistent 
with this Department’s practice of administering historical 
areas in such a way as to preserve the historic scene, we do not 
feel that the proposed tablet would be objectionable at Fort 
Jefferson. We would point out, however, that a visitor cen- 
ter is being planned for the Fort Jefferson National Monu- 
ment and that the entire history of the fort, including Dr. 
Mudd’s, will be told. 

The Bureau of the Budget has advised that there is no 
objection to the submission of this report to your committee. 

Sincerely yours, 
Roger Ernst, 
Assistant Secretary of the Interior, 
* 7” * 


O 
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86TH CONGRESS t SENATE Report 
1st Session No. 995 


AMENDMENT TO THE FEDERAL COAL MINE 
SAFETY ACT 


SerTeMBER 10 (legislative day, SepremBer 5), 4959.—Ordered to be printed 


Mr. Cuark, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


[To accompany 8. 743] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (S. 743) to amend the Federal Coal Mine Safety Act in order 
to remove the exemption with respect to certain mines employing no 
more than 14 individuals, having considered the same report favorably 
thereon with an amendment in the nature of a substitute and rec- 
ommend that the bill as amended do pass. 


BACKGROUND OF THE BILL 


Congress has since 1865 recognized the hazardous nature of coal 
mining. In 1910 on the heels of a number of serious coal mine 
disasters, Congress established in the Department of the Interior, the 
Bureau of Mines, and assigned as one of its important functions the 
promotion of health and safety in the minerals industries. 

Despite the efforts which have been made over the years by em- 
ployers, miners, State agencies, and the Federal Government, mining 
still remains a hazardous occupation. The prevention of major acci- 
dents or disasters requires constant and strict adherence to established 
safety standards. In recognition of this fact, Congress enacted in 
1952 amendments to existing law which directed the Federal Bureau 
of Mines, to undertake certain mine safety inspections and established 
standards therefor. The amended Mine Safety Act authorized 
Federal inspectors to close mines in which there was imminent danger 
of a mine explosion, mine fire, mine inundation, or man-trip or man- 
hoist accident. It further authorized Federal mine inspectors to 
inspect all coal mines with respect to a number of safety provisions 
specified in section 209 of the statute. These safety provisions cover 
such matters as roof supports, permissible equipment, ventilation, 
permissible explosives, and so forth. When a mine inspector finds a 
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violation of these provisions in mines employing more than 14 men 
underground, he directs the mine operator to correct the deficiency 
within a certain time. If this is not done the mine may be closed, 

In writing the Federal Coal Mine Safety Act, Congress exempted 
mines employing 14 or fewer men underground (sometimes referred 
to as title I mines) from the provisions of the act which authorize 
Federal inspectors to close a mine if they find— 

(1) Imminent danger of a fire, explosion, inundation, man-trip 
or man-hoist accident; or 

(2) Failure to correct conditions previously indicated as not 
being in conformity with the safety provisions set forth in the act. 

The committee does not believe that experience has shown that there 
is any logical reason for applying mine safety provisions to mines em- 
ploying 15 or more persons and not applying the safety provisions to 
mines employing 14 or less. 

The committee amendment would remove the exemption for these 
so-called small mines but would, at the same time, provide for greater 
flexibility in the application of the safety provisions to mines employ- 
ing 14 or fewer people underground by placing authority in the Di- 
rector of the Bureau of Mines to issue regulations modifying or making 
inapplicable any provision of section 209 where he finds that such pro- 
vision does not substantially contribute to the safety of the men work- 
ing in such smal] mines. 

The amendment would also grant operators of small mines pre- 
viously exempt the right to appeal from a finding rather than requiring 
that they wait until an order closing the mine has been issued. 

A further safeguard for the protection of operators of small mines is 
provided by the requirement that the Federal Coal Mine Safety Board 
of Review must, if requested by the operator, hear the appeal from the 
finding at the county seat of the county in which the mine is located 
or at any place reasonably convenient to the operator of the mine. 

In addition to other remedies for appeal presently available to 
operators under the Federal Coal Mine Safety Act, the operator of a 
very small mine (regularly employing less than eight men under- 
ground) would be given an additional remedy. This remedy is 
contained in the requirement which would prevent the Federal 
inspector from closing a mine employing less than eight employees 
underground for a violation of section 209 unless his finding is con- 
curred in as provided in the amendment by a State inspector or by an 
independent inspector appointed by the Federal district court in the 
district in which the mine is located. 

The bill, S. 743, as originally introduced provided for the repeal of 
the exemption for small mines. 
THE COMMITTEE AMENDMENT 
The committee amendment in the nature of a substitute amends 
the Federal Coal Mine Safety Act in a number of respects: 

(1) It removes the present exemption in section 201(b) for mines in 
which no more than 14 men are regularly employed underground. 
The amendment, however, gives the Director of the Bureau of Mines 
authority to establish regulations for such small mines after notice 
and opportunity for hearing to interested parties, which may modify 
or make inapplicable any provision or part thereof of section 209 to 
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any such mine or class of mines which he finds that such provision or 
part thereof does not substantially contribute to the safety of men 
working in such mines. 

Section 209 of the present law contains specific safety provisions 
pertaining to the operation of mines. These provisions are designed 
to provide for the determination of whether or not a mine is a gaseous 
mine, to provide for proper ventilation, proper rock-dusting, proper 
electrical equipment and fire protection, adequate roof support in the 
travelways, and proper safety in regard to the hoisting of men. 

Section 209 is limited to safety provisions designed to eliminate the 
causes of major disasters. It leaves to the various States enforce- 
ment of their own laws with regard to the day-to-day accidents which 
occur in the mining industry, and with regard to the general safety, 
health, and welfare of mine employees. 

(2) Under the present law, a mine operator may not appeal to the 
Director of the Bureau or to the Federal Coal Mine Safety Board of 
Review until an order closing the mine has been issued by a Federal 
coal mine inspector. 

The committee smendment provides that an operator employing 
not more than 14 individuals underground may appeal either to the 
Director of the Bureau of Mines or to the Federal Coal Mine Safety 
Board from a finding before a closing order is issued. 

The practical effect of this amendment will be that a small mine 
operator will be able to keep his mine in operation pending an appeal 
from a decision by a Federal coal mine inspector that he is in violation 
of one of the provisions of section 209 or of one of the regulations 
modifying section 209 issued by the Director. 

(3) Section 2 of the committee amendment provides an additional 
appellate procedure for operators of mines regularly employing less 
than eight men underground even though there may be no State plan 
for concurrent inspections by Federal and State inspectors in effect 
in the State where the mine is located. 

Under this procedure, the Federal inspector would be prevented 
from issuing an order closing a mine employing less than eight men 
underground for a violation of section 209 unless a State inspector or 
an independent inspector appointed by the Federal district court 
concurs in the decision of the Federal inspector. 

Under this provision, the operator employing less than eight men 
underground would be required, within 24 hours after receiving the 
findings alleging violation of section 209, to request a State inspector 
to inspect the mine in question. The State inspector would be given 
5 days after the request is made in which to complete his inspection. 
If the State inspector concurs in the decision of the Federal inspector 
or if he does not make the inspection within the 5-day period, the order 
would issue; if the State inspector did not concur with the Federal 
inspector, the operator of the mine, the representative of the Bureau, 
or the State inspector may apply within 24 hours after the completion 
of the inspection for the appointment of an independent inspector by 
the chief judge of the U.S. district court for the district in which the 
mine is located. The independent inspector is required to complete 
his inspection within 5 days after his appointment by the Federal 
court. If the independent inspector agrees with the F ederal inspector, 
the order would be placed in effect. 

The amendment also provides that in mines employing less than 
eight individuals underground, the operator may request a State 
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mine inspection after the mine has been closed by a Federal inspector 
on a finding of iminent danger. If the operator chooses to request a 
State inspection, the mine remains closed regardless of the findings of 
the State inspector. However, the findings of the State inspector 
would be persuasive on appeal from the closing order. 

(4) Section 3 of the committee amendment provides that the oper- 
ator of a mine employing less than 14 men underground, which is 
subject to a finding or an order under the Federal Coal Mine Safety 
Act, has a right to request the Federal Coal Mine Safety Board to 
hold a hearing in the county seat of the county in which the mine is 
located or at any other place reasonably convenient to the operator, 

Under the present law, the Federal Coal Mine Safety Board is 
authorized to hold the hearing at any place. The amendment makes 
it clear that they must hold a hearing near the site of the mine when 
requested by a small-mine operator. 
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Executive OFFICE OF THE PRESIDENT, 
BuREAU OF THE BuDGET, 
Washington, D.C., August 18, 1959. 
Hon. Lister Hitt, 
Chairman, Committee on Labor and Public Welfare, 
U.S. Senate, Washington, D.C. 

My Dear Mr. Cuarrman: This is in response to your request for 
our comments on S. 743, S. 1562, and S. 2403. S. 743 and S. 1562 are 
rimilar bills to amend the Federal Coal Mine Safety Act in order to 
semove the exemption with respect to certain mines employing no 
more than 14 individuals. S. 2403 is a bill to provide for the estab- 
lishment of a temporary Commission on Coal Mine Safety. This 
would be a 12-month Commission which would gather data and make 
recommendations in regard to the extension of the Federal Coal Mine 
Safety Act to small mines. 

S. 743 would make the Federal Coal Mine Safety Act applicable in 
the entirety to all coal mines regardless of size. S. 1562 would make 
only selected portions of the act applicable to mines employing no 
more than 14 individuals. We concur in the recommendation of the 
Department of the Interior that S. 743 be enacted. The Federal 
Government has historically recognized its responsibility in insuring 
adequate health and safety standards in the coal mining industry. 
Extensions of enforcement power to all coal mines is a logical expan- 
sion of that responsibility. Last year we favored enactment of 5S. 
3290, a bill which when introduced was identical to S. 743. 

Our understanding is that S. 1562 would not give the Bureau of 
Mines sufficient authority to enforce safety standards in small mines. 
The Bureau of Mines has stated that no need exists for the additional 
studies directed in S. 1562. 

S. 2403 would defer extension of the provisions of the Federal Coal 
Mine Safety Act to small mines until the study commission reported 
its findings. If the Congress feels the need of further information 
before acting, we, of course, would not oppose enactment of such 
legislation. 

Sincerely yours, 
(Signed) Puitutp §. Huaues, 
Assistant Director for Legislative Reference. 
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U.S. DepartTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., July 20, 1959. 
Hon. Lister Hitt, 
Chairman, Committee on Labor and Public Welfare, 
U.S. Senate, Washington, D.C. 


Dear Senator Hii: This responds to your requests for the views 
of this Department on S. 743 and S. 1562, similar bills to amend the 
Federal Coal Mine Safety Act in order to remove the exemption with 
respect to certain mines employing no more than 14 individuals. 

The purpose of these bills is to provide further for the prevention of 
accidents in coal mines. This Department favors, as it has for several 
years, the enactment of legislation which has as its objective the pro- 
motion of greater safety in both large and small coal mines. 

Title II of the Federal Coal Mine Safety Act (66 Stat. 692) was 
enacted July 16, 1952, for the purpose of preventing disasters from 
mine explosions, mine fires, mine inundation, and man-trip and man- 
hoist accidents, by making mandatory compliance with the mine 
safety provisions of the act. To accomplish such compliance, Bureau 
of Mines inspectors are empowered to issue orders of withdrawal] in 
the event of imminent danger of mine explosions, mine fires, mine 
inundation, and man-trip and man-hoist accidents, or for failure to 
correct a violation within a reasonable time. The act prohibits the 
workmen from reentering a mine, or section thereof, until the danger 
has been eliminated or the violation or violations corrected, and the 
order annulled. Under section 201(b) of the act, the provisions of 
title II are not applicable to those mines employing 14 or fewer indi- 
viduals underground. Thus, the Director, Bureau of Mines, pursuant 


to title I of the act, has authority only to make annual or necessary 
inspections and investigations for the purpose of ae certain 


information relating to health and safety conditions, and has only 
advisory powers to attempt to correct hazardous conditions. S. 743, 
if inareed would extend the mandatory provisions of title II to all 
underground mines by striking out section 201(b). The Department 
favors enactment of S. 743, subject to consideration by the committee 
of our comments on S. 2403. 

During the last Congress your committee considered an identical 
proposal, S. 3290. At that time the Department reported favorably 
on the proposal. The Department continues to believe that such a 
measure would provide greater safety in the small coal mines of the 
United States. Subsequent to our testimony on the proposal before 
the last Congress, your committee amended 8S. 3290 and put it in the 
form of S. 1562, which is presently before this committee. 

S. 1562 would amend the Federal Coal Mine Safety Act, for the 
purpose of authorizing Federal inspectors to order withdrawal of per- 
sonnel from mines employing fewer than 15 individuals underground, 
where imminent danger is disclosed. A careful analysis of the pro- 
posal leads us to the opinion that this provision for mandatory with- 
drawal is limited by other provisions of the bill which would, in effect, 
nullify the withdrawal provision. It is noted, also, that the elimina- 
tion of the provisions of section 209 of the act from application to 
title I mines, would materially reduce the effect sought to be achieved 
i.e., making the mine safety provisions of the act mandatory to title I 
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mines. Because of these limitations, it is believed that S. 1562 would 
not achieve its stated purpose. 

S. 1562 would also provide that the Bureau of Mines make a study 
of safety conditions in mines employing fewer than 15 individuals 
underground and would direct it to hold hearings. 

We note that as recently as July 16 there was introduced S, 2403, 
a bill, to provide for the establishment of a temporary Commission 
on Coal Mine Safety. This bill would establish a temporary Com- 
mission on Coal Mine Safety for the purpose of making a survey and 
study of safety conditions and practices in all coal mines in the United 
States employing regularly not more than 14 individuals underground. 
The Commission would have the authority to hold hearings for the 
purpose of securing full and detailed factual information with respect 
to the feasibility of extending any or all of the mandatory provisions 
of the Coal Mine Safety Act to mines employing fewer than 15 indi- 
viduals. Upon conclusion of the study, the Commission would make 
findings and recommendations with respect to the applicability of any 
or all of the provisions of title II of the act to small mines. This 
study would assist in determining the exact amendments which should 
be made to the act in order to improve safety conditions in small 
mines. 

Because of the complexity of the problem and the wide divergence 
of viewpoints concerning the matter, it is the view of the Department 
that this bill, S. 2403, is a worthwhile approach to a better understand- 
ing of the problems. Consequently, the Department would cooperate 
fully if the committee should defer action on S. 743 and if S. 2403 
should be enacted by the Congress. 

Since we are informed that there is a particular urgency for the 
submission of the views of the Department, this report has not been 


cleared through the Bureau of the Budget and, therefore, no commit- 
ment can be made concerning the relationship of the views expressed 
herein to the program of the President. 

Sincerely yours, 


Ex.mer F, Bennett, 
Acting Secretary of the Interior. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill as 
reported are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets; new matter is printed in italic; existing 
law in which no change is proposed is shown in roman): 
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Src. 201. (a) * * * (30 U.S.C, 471) 


* * * * * * * 


[(b) This title shall not apply to any mine in which no more than 
fourteen individuals are regularly employed underground.] ; 

(b) The provisions of this title shall apply to all mines, except that m 
the application of such provisions to mines in which no more than fourteen 
indwiduals are regularly employed underground— 
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(1) the Director may, by regulation established after reasonable 
notice and opportunity for hearing to interested parties, modify or 
make inapplicable any provision, or part thereof, of section 209 to 
any mine or class of mines when he finds that such provision or part 
thereof does not substantially contribute to the safety of the men work- 
ing in such mines covered by such regulations; and 

(2) a finding under the provisions of section 203(b) shall be sub- 
ject to review under the provisions of section 206 and 207 in the same 
manner as an order made pursuant to section 208(c). 
* a * * * * * 


Sec. 203. * * * 
* * 



















































* * * * * 


(e) (1) If an order is made pursuant to subsection (a) of this section 
with respect to a mine in a State in which a State plan approved under 
section 202(b) is in effect, and a State inspector did not participate in 
the inspection on which such order is based, the operator of the mine 
may request the agency designated in the State plan to assign a State 
inspector to inspect the mine. The State inspector assigned in accord- 
ance with such request shall inspect such mine promptly after the 
request is made. 

(2) No order shall be made pursuant to subsection (c) of this section 
with respect to a mine in a State in which a State plan approved under 
section 202(b) is in effect unless a State inspector participated in the 
inspection on which such order is based and concurs in such order, or 
an independent inspector appointed under paragraph (3) concurs in 
such order. If the State inspector does not concur in such order, the 
operator of the mine, the duly authorized representative of the Bureau 
who proposes to make such order, or the State inspector may apply, 
within twenty-four hours after the completion of the inspection in- 
volved, for the appointment of an independent inspector under para- 
graph (3). Within five days after the date of his appointment, the 
independent inspector shall inspect the mine. The representative of 
the Bureau and the State inspector shall be given the opportunity to 
accompany the independent inspector during such inspection. If, 
after such inspection is completed, either the independent inspector 
or the State inspector concurs in the order, it shall be issued. 

(3) Within five days after the date of receipt of an application 
under paragraph (2) of this subsection, the chief judge of the United 
States District Court for the district in which the mine involved is 
located (or in his absence, the clerk of such court) shall appoint 
a graduate engineer with experience in the coal-mining industry to 
serve as an independent inspector under this subsection. Each inde- 
pendent inspector so appointed shall be compensated at the rate of $50 
for each day of actual service (including each day he is traveling on 
official business) and shall, notwithstanding the Travel Expense Act 
of 1949, be fully reimbursed for traveling, subsistence, and related 
expenses. 

(4) An order made pursuant to subsection (a) or (c) of this section 
with respect to a mine in a State in which a State plan approved under 
section 202(b) is in effect shall not be subject to review under section 
206, but shall be subject to review under section 207. 

_ (5) No order shall be issued pursuant to subsection (c) of this section 
im a mine regularly employing less than eight men underground unless 
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upon prompt request by the operator, a State inspector or an independent 
inspector appointed under paragraph 3 concurs in such order. Re- 
quests for concurrence must be made by the operator to a representative 
of the State mine inspection or safety agency and notification of such 
request must be made to a duly authorized representative of the Bureau 
within twenty-four hours after receipt of the findings made under sub- 
section (b) upon which such order 1s predicated. The State inspection 
must be completed within five days after request by the operator. If the 
State inspector, upon the timely inspection, does not concur in such order, 
the operator of the mine, the duly authorized representative of the Bureau 
who proposes to make such order, or the State inspector may apply within 
twenty-four hours after the completion of the inspection involved for the 
appointment of an independent inspector under paragraph 3 of this 
subsection. Within five days after the date of his appointment the inde- 
ener inspector shall inspect the mine. The representative of the 

ureau and the State inspector shall be given the opportunity to accompany 
the independent inspector durina such inspection. If, after such in- 
spection 1s completed, either the independent inspector or the State in- 
spector concurs wn the order, it shall be issued. 

(6) If an order is made pursuant to subsection (a) of this section with 
respect to a mine regularly employing less than eight individuals under- 
ground, the operator of the mine may request the State mine inspection 
or safety agency of the State in which the mine is located to assign a State 
inspector to inspect the mine. 

x * * * * * x 

Sec. 205. * * * 

(d) The principal office of the Board shall be in the District of 
Columbia. Whenever the Board deems that the convenience of the 
pene or of the parties may be promoted, or delay or expense may 

e minimized, it may hold hearings or conduct other proceedings at 
any other place. At the request of an operator of a mine in which no 
more than fourteen individuals are regularly employed underground, the 
Board shall hold hearings or conduct other proceedings at the county seat 
of the county in which the mine is located or at any place reasonably 
convenient to the operator of the mine involved in the appeal or proceedings. 
The Board shall have an official seal which shall be judicially noticed 
and which shall be preserved in the custody of the secretary of the 
Board. 

O 
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86TH CONGRESS } SENATE REporT 
Ist Session No. 996 


MEMORIAL TO REAR ADM. RICHARD E. BYRD 


SerremBerR 10 (legislative day, Sepremper 5), 1959.—Ordered to be printed 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S.J. Res. 103] 


The Committee on Rules and Administration, to whom was referred 
the joint resolution (S.J. Res. 103) authorizing the National Geo- 
graphic Society to erect a memorial on public grounds in the State 
of Virginia to honor Rear Adm. Richard E. Byrd, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the joint resolution do pass. 

Senate Joint Resolution 103 would authorize the National Geo- 
graphic Society to erect on grounds now owned by the United States 
along Memorial Avenue in Arlington, Va., a memorial in honor of 
Rear. Adm. Richard E. Byrd, eminent explorer, distinguished naval 
officer, and outstanding American. 

The Secretary of the Interior, with the approval of the Commission 
on Fine Arts and the National Capital Planning Commission, would 
select the site for the proposed memorial, which would be erected 
without expense to the United States. The design of the memorial 
would be subject to approval by the same authorities. 

The erection of the monument would have to be commenced within 
5 years from the date of enactment of the joint resolution, the Secre- 
tary of the Interior having certified prior thereto that sufficient funds 
were available to insure its completion. The maintenance and care 
: the memorial would be a responsibility of the Secretary of the 
nterior. 

The Committee on Rules and Administration is especially gratified 
to recommend the approval of Senate Joint Resolution 103, since 
not only would an illustrious citizen—Rear Adm. Richard E. Byrd—be 
honored thereby, but his memorial would be the first to be placed 
along Memorial Avenue (between the end of Memorial Bridge and 
the entrance to Arlington Cemetery in Arlington, Va.), an area estab- 
lished and designed as a suitable site for the erection of such memorials. 
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Senator Thomas C. Hennings, Jr., chairman of the Committee on 
Rules and Administration, has received letters in support of Senate 
Joint Resolution 103 from the Honorable Fred A. Seaton, Secretary 
of the Interior; the Director of the Commission of Fine Arts, Mr. 
David E. Finley; and the Director of the National Capital Planning 
Commission, Mr. W. E. Finley. The letters are as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., September 3, 1959. 
Hon. Tuomas C. HENNINGs, Jr., 
Chairman, Committee on Rules and Administration, 
U.S. Senate, Washington, D.C. 


Dear Senator HenninGs: This responds to your request for the 
views of this Department on Senate Joint Resolution 103, authorizing 
the National Geographic Society to erect a memorial on public grounds 
in the State of Virginia to honor Rear Adm. Richard E. Byrd. 

This Department recommends the enactment of this legislation. 

This legislation authorizes and directs the Secretary of the Interior, 
with the approval of the Commission of Fine Arts and the National 
Capital Planning Commission, to select a suitable site on public 
grounds along Memorial Avenue, Arlington County, Va., upon which 
the National Geographic Society may erect a memorial to Rear Adm. 
Richard E. Byrd. The joint resolution further provides that the 
Adm. Richard E. Byrd Memorial shall be erected without expense 
to the United States and that authority granted in the joint resolution 
shall cease to exist unless the erection of the memorial is commenced 
within 5 years from the date of the enactment, and the Secretary of the 
Interior finds that prior to the commencement of the erection of such 
memorial, sufficient funds are available to insure its completion. 

Memorial Avenue was built in accordance with plans prepared by 
the Arlington Memorial Bridge Commission to provide a memorial- 
type entrance to Arlington National Cemetery. As such, it has long 
been considered by the National Capital Planning Commission and 
this Department as a suitable area for memorials of modest size, 
erected in honor of Americans of national significance. 

This Department feels that Rear Adm. Richard E. Byrd by reason 
of his work and endeavors merits, beyond any question, a memorial 
of the kind proposed by this bill. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Frep A. SEATON, 
Secretary of the Interwor. 


Tue CommMIssIoN or FINE ARTS, 
Washington, September 2, 1959. 


Hon. THomas C. Henninos, Jr., 
Chairman, Committee on Rules and Administration, 
O.S. Senate, Washington, D.C. 

Dear Mr. Cuarrman: I| am writing to give the views of the Com- 
mission of Fine Arts on Senate Joint Resolution 103, a joint resolution 
authorizing the National Geographic Society to erect a memorial on 
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ee grounds in the State of Virginia to honor Rear Adm. Richard E. 
yrd. 

‘Favorable action on Senate Joint Resolution 103 by your committee 
is recommended, 

The Commission of Fine Arts will be glad to have the late Admiral 
Byrd commemorated as outlined in this legislation; and it believes that 
a site on the Memorial Avenue between the end of the Memorial 
Bridge and the entrance to Arlington Cemetery will be a suitable 
location to place the Admiral Byrd Memorial. 

The Commission will work with the National Geographic Society 
and the other agencies involved in matters relating to the design and 
placement of the memorial. 

The Bureau of the Budget has advised that it has no objection to 
the submission of this report. 

Sincerely yours, 
Davin FE. FInuey, 
Chairman 


(For the Commission of Fine Arts). 


Natronat Capitan PLANNING ComMISSION, 
Washington, D.C., September 3, 1959. 
Hon. Tuomas C. HENnNinNGs, Jr., 
Chairman, Committee on Rules and Administration, 
U.S. Senate, Washington, D.C. 

Dear Senator Henninos: Reference is made to your request for 
the comments of this Commission on Senate Joint Resolution 103, a 
resolution authorizing the National Geographic Society to erect a 
memorial on public grounds in the State of Virginia to honor Rear 
Adm. Richard E. Byrd. 

The resolution would authorize the National Geographic Society 
to erect a memorial on public grounds along Memorial Avenue in 
Arlington County, Va., to honor Rear Adm. Richard E. Byrd. Al- 
though Memorial Avenue was established and designated as a suitable 
site for the erection of memorials in the nature contemplated in the 
joint resolution, no memorials have been erected along the avenue 
and the Commission is encouraged with the proposal. It is hoped 
that in the future other proposals for the erection of memorials in the 
District of Columbia will select Memorial Avenue instead of some other 
location. 

We have been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Sincerely yours, 
0 W. E. Fintey, Director. 
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86TH CONGRESS t SENATE REpPorT 
1st Session No. 997 


CREATION OF ADDITIONAL CIRCUIT AND DISTRICT 
JUDGES 


SerreMBER 10 (legislative day, Sepremper 5), 1959.—Ordered to be printed 


Mr. Eastianp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. 2673] 


The Committee on the Judiciary, to which was referred the bill 
(S. 2673) to provide for the appointment of additional circuit and 
district judges, and for other purposes, having considered the same, 
reports favorably thereon with an amendment in the nature of a 
substitute and recommends that the bill as amended do pass. 


AMENDMENT 


Strike out all after the enacting clause and insert in lieu thereof the 
following: 


That (a) the President shall appoint, by and with the advice and consent of the 
Senate, one additional circuit judge for the second circuit, one additional circuit 
judge for the fourth circuit, and one additional circuit judge for the fifth circuit. 

(b) In order that the table contained in section 44(a) of title 28 of the United 
States Code will reflect the changes made by this section in the number of perma- 
nent circuit judges for said circuits, such table is amended to read as follows with 
respect to said circuits: 


Number 
“Circuits of Judges 


Sec. 2. (a) The President shall appoint, by and with the advice and consent 
of the Senate, one additional district judge for the district of Colorado, one addi- 
tional district judge for the district of Connecticut, one additional district judge 
for the southern district of Florida, one additional district judge for the northern 
district. of Illinois, one additional district judge for the northern and southern 
districts of Iowa, one additional district judge for the district of Kansas, one 
additional district judge for the eastern district of Louisiana, one additional 
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district judge for the district of Maryland, one additional district judge for the 
eastern district of Michigan, one additional district judge for the southern dis- 
trict of Mississippi, three additional district judges for the southern district of 
New York, one additional district judge for the eastern, middle, and western 
districts of North Carolina, one additional district judge for the nothern district 
of Ohio, one additional district judge for the eastern district of Pennsylvania, one 
additional district judge for the western district of Pennsylvania, one additional 
district judge for the eastern and western districts of South Carolina, one addi- 
tional district judve for the western district of Tennessee, one additional district 
judge for the middle and eastern districts of Tennessee, one additional district 
judge for the western district of Texas, and one additional district judge for the 
northern district of Texas. 

(b) In order that the table contained in section 133 of title 28 of the United 
States Code will reflect the changes made by this section in the number of per- 
manent district judgeships for said districts and combination of districts, such 
table is amended to read as follows with respect to said districts: 
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Districts 
South Carolina: 
* * 
Eastern and western 
e e 
Tennessee: 
* s 
Middle and Eastern 
+ 
Western 
Texas: 
Northern 
7 
Western 
* 


PURPOSE 


The purpose of the proposed legislation, as amended, is to provide 
for the creation of additional circuit and district judges throughout the 
United States, where the need for such judgeships has been found to be 
most urgent. 

STATEMENT 


The last legislation enacted to provide for the creation of additional 
circuit and district judgeships in the U.S. courts was the enactment 
of Public Law 294 of the 83d Congress. S. 2673 is the fourth omnibus 
judgeship bill to be approved by this committee since the last judge- 
ship bill was enacted into law. The report on that proposal stated 


clearly that the legislation was intended only te take care of the mini- 
mum requirements for alleviating the most urgent needs of the Federal 
judiciary. During the period since the enactment of Public Law 294 
of the 83d Congress, due primarily to growth of population and in- 
creased filings, court calendars have grown progressively more 
crowded, resulting in a tremendous backlog of cases in the very courts 
dealt with in this legislation. 


Courts of appeals 


The provisions of this bill with respect to the courts of appeals 
are substantially in accord with the recommendations of the Judicial 
Conference of the United States and would provide an additional 
judgeship for the second, fourth, and fifth circuits. The relative 
cascload per judgeship of these courts of appeals has resulted in an 
exceedingly difficult burden being placed upon the present judges. 
The caseloads per judgeship in the second, fourth, and fifth circuits 
are well above the national average and form the basis for the recom- 
mendations of the Judicial Conference. 

Extensive hearings have been held on this matter in the 83d, 84th, 
and 85th Congresses, and in each instance the need for additional 
circuit judges has been amply demonstrated. The committee files 
and the hearings contain statistical data not included in this report 
which will demonstrate the need for this legislation. However, 
generally speaking the caseloads of the courts of appeals are reflected 
by the median time interval from filing of ommaalane record to final 
disposition in the U.S. courts of appeals for the fiscal years 1958 and 
1959. A table demonstrating this caseload follows: For each circuit, 
the median for cases disposed of after hearing and disposition in 1958 
and 1959 was as follows: 
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Median time interval from filing of complete record to final disposition in the U.S. 
courts of appeals, fiscal years 1958 and 1959, by circuit 


Number of cases Median (in months) 


Fiscal year | Fiscal year | Fiscal vear | Fiscal year 
1959 1958 1959 


All circuits 


s 
o 
> 

lm 


Fourth circuit 

First circuit- 

Seventh circuit 

Tenth circuit 

- | SA 
District of Columbia circuit 
Fifth circuit 

Eighth circuit 

Second circuit 

Sixth circuit 

Ninth circuit 
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The overall increase in cases filed annually from 1949 to 1959 has 
been one-fourth and more than that in the first, second, fourth, and 
ninth circuits. Increases in the second and fifth circuits have resulted 
in heavy caseloads per judgeship in those circuits as well as in the 


fourth, where, however, the number of pending cases has been held 
down. 


Cases filed, terminated, and pending by circuits in the fiscal years 
1958 and 1959 have been as follows: 


Cases filed, terminated, and pending, fiscal years 1958 and 1959 


Circuit and fiscal year Filed Terminated | Pending at 
end of year 


2, 033 
2, 034 


249 
282 


3H 


Fourth: 
1958 


Fifth 
1958. 
1959 

Sixth: 
1958 
1959 

Seventh 
1958 
1959_ 

Eighth: 
1258 
1959 

Ninth: 
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Reducing the figures to a caseload-per-judgeship basis, it is obvious 
that the load is much heavier in these circuits than in others. 


Cases filed, terminated, and pending per judgeship, fiscal year 1959 


| | Termi- Pending 
Circuit Number of} Filed per | nated per | per judge- 


judgeships | judgeship | judgeship | ship at end 
of year 
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Thus, the large caseloads of cases commenced per judgeship in the 
second, fourth, and fifth circuits has caused a heavy strain on the 
judges of those courts, and is the basis for the recommendation of the 
Judicial Conference of the United States for additional circuit judge- 
ships for the second, fourth, and fifth circuits. 

bn the basis of the foregoing and other statistical data contained in 
the files of the committee it is concluded that the provisions of the bill 
as it relates to circuit judgeships is amply warranted and the committee 
recommends it to the favorable consideration of the Senate. 


The district courts 


The Judicial Conference of the United States in its previous recom- 
mendations to the Congress has recommended the enactment of legisla- 
tion providing for 35 permanent district judgeships and 4 district 
judgeships on a temporary basis. By letter of September 10, 1959, a 
copy of which is attached hereto and made a part thereof, the Ad- 
ministrative Office of the U.S. Courts has stated that each of the judge- 
ships as proposed in this legislation is among those most urgently 
needed for the more efficient operation of the U.S. courts, and each of 
them has been recommended by the Judicial Conference of the United 
States. The letter from the Administrative Office of the U.S. Courts 
further states that the serious need for the creation of additional judge- 
ships as outlined in a previous request is no less urgent today than it 
was at that time. 

It is disclosed that the U.S. district courts are currently faced with a 
backlog of 64,000 civil cases and 7,500 criminal cases, for a combined 
civil-criminal workload of more than 70,000 cases. This is a caseload 
heavy enough to keep all of the district judges busy for a year, even 
if not another civil case is filed nor another criminal indictment is 
returned. It will be noted that this legislation overall provides for 
slightly more than one-half of the additional judgeships recommended 
by the Judicial Conference of the United States. The committee has 
considered this matter and has come to the conclusion that the judge- 
ships set forth herein are those most needed at the present time. 

is is not to suggest that the other recommendations of the Judicial 
Conference of the United States are not warranted, but that the 
congestion created by the backlogs in the districts affected by this 
egislation is such as to demand immediate attention. 
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Under the pressure of more than 70,000 civil and criminal cases 
pending at one time, the judges of the district courts terminated 
62,172 civil cases and 28,521 criminal cases during the year, for a 
total of almost 1,000 more cases than in fiscal year 1958. For the 
individual judge this is an achievement of 236 civil cases terminated 
on the average in 1959, compared to 169 in 1941—an increase in 
productivity of 40 percent. These increased terminations of cases by 
the district judges have resulted in a slight decrease in the backlog, 
but leaving nevertheless 63,796 civil cases pending on June 30, 1959, 
which were more than the number of civil cases pending than at the 
end of either 1956 or 1957. The 7,727 criminal cases pending at the 
end of fiscal 1959 were also higher than those outstanding at the end of 
fiscal 1958. 

The overall result, therefore, is that the U.S. district courts were 
able, during fiscal 1959, to reduce the pending backlog by only 5.4 
percent, and ended the fiscal year on June 30, 1959, with a civil- 
criminal combined workload of 71,523 cases. 

The following table shows, by district, the civil cases and private 
civil cases begun in 1959: 


Civil cases commenced, fiscal year 1959 


Total | Private Total | Private 
civil civil civil civil 
filed filed filed filed 


57,800 | 37,445 || 5th Circuit 


86 districts 48, 625 29, 120 
District of Columbia...........-- 6, 065 5, 296 
IN ies roam eecne 3, 110 3, 029 


Ist Circuit , 97 1, 047 Florida: 

- Northern 
iid oo ere eee, tex) 59 80 Southern 
Massachusetts__.............- 226 581 Georgia: 
New Hampshire 49 Northern 
Rhode Island 110 
Puerto Rico : 227 

— —— Louisiana: 

2d Circuit 7, 027 

Western 

Connecticut 53% : Mississippi: 

New York: Northern 
Northern \ Southern 
Eastern 2! 5 Texas: 
Southern , 548 , 38 Northern 
Western 

Vermont 


3d Circuit 


Delaware 
New Jersey 
Pennsylvania: Kentucky: 
Eastern ; 
DRUMUME.... cdudadnidccacted 36 Western 

Western 96 f Michigan: 
Eastern 
es Western 
3, 557 , Ohio: 


Maryland 835 1. Eastern division... 

North Carolina: | 2. Western division _- 
Eastern 238 Southern _ _- 
Middle 198 1. Cincinnati 
Western 158 2. Columbus 

South Caroiina: 





507 Tennessee: 
Western 194 
Virginia: Northern and north- 
819 eastern divisions -.. 
Western 257 Southern and Win- 
West Virginia: chester divisions.... 
117 
Southern 234 








Nore oe il ~~ oe 
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Civil cases commenced, fiscal year 1959—Continued 


Total | Private Total | Private 
civil civil eivil civil 
filed filed filed 


7th Circuit 


illinois: Arizona 
California: 
Northern. 
Southern. 
ae 


Nevada_... 


Washington: 


Sth Circuit 
Alaska: 
Arkansas: ist division. 
260 
162 


Northern 133 
Southern 176 
574 
540 
792 

sania 350 ‘ New Mexico..............-. ; 


North Dakota_. 228 . Oklahoma: 
South Dakota 


Western. 
Utah. ....... 
Wyoming 


It is to be noted that the provisions contained in this legislation have 


either been approved by the Senate or reported by the committee in 
previous legislation, so that there is nothing new about the need for, 
and justification of, additional judgeships as provided for in this 
proposal. 

The committee is concerned about the disposition of cases in the 
Federal courts and the length of time necessary to dispose of those 
cases. Emphasis is again stressed upon the fact that insufficient or 
inadequate personnel should not be permitted to undermine the fune- 
tions of the Federal courts, for, as has often been said and is too often 
true, ‘‘to delay justice is to deny justice.” 

As has been stated, this legislation is being reported in the belief 
that, without question, the benefits it will accomplish will advance the 
general welfare of the public. The bill includes only those situations 
which the committee has considered before, and then only to the extent 
of what it believes to be the minimum requirements needed to alleviate 
an undesirable situation. 

On the basis of all of the foregoing and in the light of the supporting 
evidence presented to the committee, the provisions of this bill, in the 
opinion of the committee, are justified and will increase the efficiency 
of the courts in these circuits and districts. The committee, therefore, 
strongly recommends early and favorable consideration of the bill, 
S. 2673, as amended. 

In the opinion of the committee, it is necessary to dispense with the 
requirements of subsection (4) of rule X XIX of the Standing Rules of 
the Senate in order to expedite the business of the Senate. 





8 CREATION OF ADDITIONAL CIRCUIT AND DISTRICT JUDGES 


ADMINISTRATIVE OFFICE oF THE U.S. Courts, 
Washington, D.C., September 10, 1959, 
Hon. James O. Eastuanp, 
Chairman, Committee on the Judiciary, 
U.S. Senate, Washington, D.C. 

Dear SENATOR EastLanp: This is in reference to my conversation 
with you concerning the bill which is now being proposed in the Senate 
to provide for the appointment of additional circuit and district 
judges in the U.S. courts. I have studied the draft of this bill very 
carefully. Each of the judgeships proposed therein is among those 
most urgently needed for more efficient operation of the U.S. courts 
and each of them has been recommended by the Judicial Conference 
of the United States. 

In this connection I should like to refer you to my letter of March 
19, 1959, addressed to the President of the Senate transmitting, on 
behalf of the Judicial Conference, the draft of a bill embodying its 
recommendations, adopted at the special session, March 16-17, 1959, 
for 4 additional circuit judgeships, 35 district judgeships, and 4 district 
judgeships on a temporary basis. The serious need for the creation 
of additional judgeships as outlined in that letter is no less urgent 
today than it was at that time. 

The U.S. district courts are currently faced with a backlog of 
64,000 civil cases and 7,500 criminal cases, for a combined civil-criminal 
workload of more than 70,000 cases. This is a caseload heavy enough 
to keep all of the district judges busy for a year, even if not another 
civil case is filed nor another criminal indictment is returned. Today, 
nearly 50 percent of all civil cases in Federal district courts are subject 
to undue delay—from 1 to 4 years between the dates of issue and trial. 
The Judicial Conference has recognized 6 months as the time it should 
normally take between the date the case is filed and the time trial 
commences, but only 4 out of the 86 districts exercising purely Federal 
jurisdiction were able to achieve this standard in fiscal year 1959. 

aced with this unprecedented workload, our Federal judges are 
working harder than ever. During the fiscal year 1959 each USS. 
district judge disposed of an average of more than 250 cases as com- 
pared with 168 cases in 1941—an increase in productivity of 40 percent. 

The 11 U.S. courts of appeals ended the fiscal year on June 30, 
1959, with 2,034 pending cases. There has been only a slight varia- 
tion in the backlog over the last 5 years, and heavy caseloads continue 
to prevent a substantial reduction in the number of pending cases. 

The proposed bill would create one additional judgeship for the 
western district of Texas. While this judgeship was not included in 
the recommendations of the Judicial Conference of the United States 
adopted in March 1959, it has been recommended by the Conference 
on earlier occasions. It was not included in March 1959 simply to 
provide time to determine the effect on the judicial business of the 
district of the act of July 25, 1958, altering the jurisdiction of district 
courts. 

Enclosed is a statement prepared by the Administrative Office 
under date of September 8, 1959, setting forth in detail the judicial 
business of the district which demonstrates the need of an additional 
judgeship in the western district of Texas. I feel confident, on the 

asis of this experience, that the Judicial Conference of the United 
States would renew at its forthcoming meeting its recommendation 
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of the additional judgeship in the western district of Texas. Chief 
Judge Joseph C. Hutcheson, Jr., of the U.S. Court of Appeals of the 
Fifth Circuit, and Judge Ben H. Rice, Jr., of the western district of 
Texas, have urged the creation of this additional judgeship. 

Representatives of the Judicial Conference and of the Administra- 
tive Office will be glad to appear before the Committee on the Judiciary 
and to provide any further information that may be desired concerning 
the proposed bill. 

Recpentially, 
Warren Otney III, Director. 


O 
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THE OFFICIAL STATION OF RETIRED JUDGES ASSIGNED 
TO ACTIVE DUTY 


SEPTEMBER 10 (legislative day, Sepremper 5), 1959.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on the Judi- 
ciary, submitted the following 


REPORT 


[To accompany H.R. 2982] 


















The Committee on the Judiciary, to which was referred the bill 
(H.R. 2982) to fix the official station of retired judges assigned to 
active duty, having considered the same, reports favorably thereon 
without amendment and recommends that the bill do pass, 


PURPOSE 





‘The purpose of the proposed legislation is to amend section 374 of 
title 28 of the United States Code relating to the residence of retired 
judges so as to provide that the official station of a retired judge of 
the United States will be the place where a retired judge maintains 
the actual abode in the community in which he customarily lives. 


STATEMENT 





The facts in connection with this matter are contained in House 
Report No. 1070 on H.R. 2982, and are as follows: 

Judges in regular active service are required to reside in the circuit 
or district for which they are appointed. However, under section 374 
of title 28, United States Code, retired judges are not subject to such 
restrictions as to residence. The official station, however, of the 
Chief Justice of the United States, the Justices of the Supreme Court, 
and the judges of the Court of Claims, the Court of Customs and 
Patent Appeals, the U.S. Court of Appeals for the District of Co- 
lumbia, and the U.S. District Court for the District of Columbia, is 
the District of Columbia. For the judges of the Customs Court it is 
New York City. For the circuit and district judges it is that place 
where a circuit or district court is regularly held and at or near which 
the judge performs a substantial portion of his judicial work which is 
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nearest the place where he maintains an actual abode in which he 
customarily lives. It is the official station which is used to determine 
the traveling and subsistence expenses of the Justices and judges when 
they are engaged in official judicial business away from their official 
stations. 

Thus a retired judge, not being any longer subject to the residence 
requirement, may live any place he so desires, but should he accept a 
judicial assignment, his reimbursement for travel and subsistence ex- 
penses is based upon his official station which may not be the same 
as his residence. For example, a judge who had been appointed to 
the U.S. District Court for the District of Columbia and who, upon 
retirement, moved his residence from the District to somewhere in the 
western part of the United States, could accept a judicial assign- 
ment to sit in the southern district of New York. owever, reim- 
bursement for his travel and subsistence expenses would have to be 
measured from the District of Columbia to New York and not from 
his home in the western part of the country. 

Experience has indicated that while there is a need to utilize the 
services of these retired judges, there has been a reluctance on their 
part to accept such assignments because often their actual expenses 
exceed their reimbursement. In the example mentioned above it is 
obvious that it is unfair to expect a judge to travel across the country 
and back without being reimbursed for that travel. Under the pro- 
visions of this legislation, a retired judge who was willing to accept a 
judicial assignment could be reimbursed for those actual expenses in- 
curred while traveling to and from his residence. Thus it is hoped 
that more retired judges will be willing to accept judicial assignment 
particularly where there is a backlog of cases in the Federal courts. 

In the past few years Congress has enacted legislation to encourage 
the use of the services of retired judges and to facilitate their assgin- 
ments throughout the Nation. Just recently low was enacted to 
increase the maximum allowance for travel and subsistence expenses 
of judges who accept assignments away from their official stations. 
It is the opinion of the committee that the enactment of this proposal 
is consistent with the endeavors made in the past so as to alleviate the 
backlog of litigation in the Federal judicial system. 

This legislation is the result of an official communication addressed 
to the Speaker of the House of Representatives from the Adminis- 
trative Office of the U.S. Courts, dated January 12, 1959. That com- 
munication reflected the view of the Judicial Conference of the United 
States which had recommended the proposal. In a letter dated March 
24, 1959, the Department of Justice concurred in the recommendation 
of the Judicial Conference for the enactment of this proposal. 

After consideration of the foregoing, the committee concurs in the 
action taken by the House of Representatives and recommends that 
the bill, H.R. 2892, be considered favorably. 

Attached hereto and made a part hereof are the aforementioned 
letters from the Administrative Office of the U.S. Courts and the 
Department of Justice endorsing this proposal. 
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ADMINISTRATIVE OrFrice or THE U.S. Courts, 
Washington, D.C., January 12, 1959. 
Hon. Sam Raypurn, 
Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: There is transmitted herewith, on behalf of 
the Judicial Conference of the United States, a bill to amend section 
374 of title 28 of the United States Code, concerning the official 
station of a retired judge for travel expense purposes. 

Under section 374 of title 28, retired judges are not subject to 
restrictions as to residence, as are judges in regular active service. 
The official station of a judge in active service, according to 28 U.S.C. 
456, is “that place where a district court is regularly held and at or 
near which the judge performs a substantial portion of his judicial 
work, which is nearest the place where he maintains an actual abode 
in which he customarily lives.” A retired judge, however, is not 
required to do any work at or near the place of his actual abode, 
since he may reside anywhere and may accept assignments anywhere. 

Under the present statute the official stations for determinirg 
reimbursement for travel expenses, when the judges are engaged in 
judicial service away from home, are fixed in the same manner for 
retired judges as for active judges. ‘Thus, a retired judge cannot be 
allowed traveling expenses when under assignment to periorm judicial 
work at a distant point unless he also does some judicial work at or 
near his home. ‘This is obviously inconsistent with the provisions of 
section 374 freeing retired judges from the residence restrictions im- 
posed on active judges. It is very likely that its effect will be to dis- 
courage judicial service by retired judges which otherwise might be 
obtained to the great advantage of the Federal judicial system. 

The enclosed bill refiects the view of the Judicial Conference that 
the place where a retired judge maintains the actual abode in which 
he customarily lives should be treated as his official station for the 
purposes of the allowance of travel and subsistence expenses. If the 
present statute is amended in this fashion there will be no question 
as to a retired judge’s right to reimbursement of these expenses when 
he serves under an assignment to active judicial duty at a place away 
from his home. 

Representatives of this. Office will be glad to appear before the 
committee and to provide further information which may be desired 
concerning this bill. 

Respectfully, 
Warren Otney III, Director. 
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Marcu 24, 1959. 
Hon. EMAnvuen CEuLeR, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 

Dear Mr. CuatrMan: This is in response to your request for the 
views of the Department of Justice concerning the bill (H.R. 2982) 
to fix the official station of retired judges assigned to active duty. 

Section 374 of title 28, United States Code, provides that retired 
judges of the United States are not subject to restrictions as to resi- 
dence. The bill would add to that section a provision that the place 
where a retired judge maintains the actual abode in which he cus- 
tomarily lives shall be deemed to be his official station for purposes 
of reimbursement for traveling and maintenance expenses when 
assigned to active duty. 

At its meeting in September 1958, the Judicial Conference of*the 
United States recommended the enactment of this legislation. The 
Department of Justice concurs in this recommendation. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 
Lawrence E. Watsn, 
Deputy Attorney General, 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing Jaw proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


TITLE 28, UNITED STATES CODE 


CHAPTER 17.—RESIGNATION AND RETIREMENT OF JUDGES 
Sec. 
a1, © * 
372, * © 
ae. Os 
374. Residence of retired judges [.], official station. 


Retired judges of the United States are not subject to restrictions 
as to residence. The place where a retired judge maintains the actual 
abode in which he customarily lives shall be deemed to be his official 
station for the purposes of section 456 of this title. 


O 


* 
* 
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86TH CONGRESS } SENATE { Report 
1st Session No. 999 


AUTHORIZING THE DESIGNATION OF THE PERIOD OF 
OCTOBER 17 TO OCTOBER 24, 1959, AS NATIONAL 
OLYMPIC WEEK 


SerTeMBER 10 (legislative day, SepremsBer 5), 1959.—Ordered to be printed 


Mr. Keatinea, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H.J. Res. 310] 


The Committee on the Judiciary, to which was referred the joint 
resolution (H.J. Res. 310), to authorize the designation of the period 
of October 17 to October 24, 1959, as National Olympic Week, having 
considered the same, reports favorably thereon, without amendment, 
and recommends that the resolution be agreed to. 


PURPOSE 


The purpose of the proposed resolution is to authorize and request 
the President of the United States to issue a proclamation designating 
the period October 17 to October 24, 1959, as National Olympic Week, 
and urging all citizens to do all in their power to support the games 
of the XVII Olympiad and the VIII winter games to be held in 1960. 


STATEMENT 


The XVII Olympic games of the modern era will be held in 
Rome, Italy, starting August 25 and ending September 11, 1960. 
The winter games will be held in Squaw Valley, Calif., in February 
and March 1960. 

The U.S. Olympic Association is presently engaged in assuring 
maximum support for the teams representing the United States at 
Rome and in California. It is believed that a week set aside for 
rededication to the amateur ideal could accomplish great good in 
encouraging good will for these games. This proclamation will aid 
greatly in developing interest in America’s participation in the Olympic 
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games so that this country will have the representation which befits a 
great Nation. 

The committee is wholeheartedly in support of the purpose of the 
Olympic games and accordingly recommends favorable consideration 
of House Joint Resolution 310, without amendment. 


O 





Calendar No. 1044 


86TH CONGRESS } SENATE } Report 
1st Session No. 1000 


CHANGING THE DATE OF CHILD HEALTH DAY 
SEPTEMBER 10 (legislative day, SepremBeER 5), 1959.—Ordered to be printed 


Mr. Keatina, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H.J. Res. 317] 


The Committee on the Judiciary, to which was referred the joint 
resolution (H.J. Res. 317), to change the designation of Child Health 
Day from May | to the first Monday in October of each year, having 
considered the same, reports favorably thereon, without amendment, 


and recommends that the resolution do pass. 


PURPOSE 


The purpose of the joint resolution is to change the designation of 
Child Health Day from May 1 of each year to the first Monday in 
October of each year. 

STATEMENT 


The President in approving House Joint Resolution 479 (now Public 
Law 85-529) of the 85th Congress, noted that the naming of May 1 
as Loyalty Day of each year conflicted with the observance on that 
day of Child Health Day pursuant to a joint resolution passed by the 
Congress in 1928. The President, in approving House Joint Resolu- 
tion 479, stated: 


I therefore urge that the Congress enact legislation amend- 
ing the act of May 28, 1928 * * * by substituting the first 
Monday in October for May 1 as Child Health Day, thus 
avoiding the conflict that would otherwise result from simul- 
taneous observances for different purposes. 


_In a communication addressed to the chairman of the House Judi- 
clary Committee, the Assistant Secretary of the Department of 
Health, Education, and Welfare, asked the Congress to give consid- 
eration to House Joint Resolution 317 so that the observance of Child 
Health Day would not conflict with the observance of Loyalty Day. 
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Accordingly, this resolution would eliminate possible confusion in 
planning which might result from the uncertainty as to the date of 
observance of Ohi Health Day in the calendar year 1960. 

Accordingly, the committee believes it appropriate to designate the 
first Monday in October of each year as Child He alth Day, and there- 
fore recommends favorable consideration of House Joint Resolution 
317, without amendment. 

Attached hereto and made a part hereof is a communication of the 
Department of Health, Education, and Welfare dated July 31, 1959, 


DepaRTMENT OF Heattu, EpucaTion, AND WELFARE, 
Washington, July 31, 1959, 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 


Dear Mr. Cetier: On March 17, the Department transmitted to 
the Speaker of the House a draft of a bill to change the designation of 
Child Health Day from May 1 to the first Monday in October of each 
year which you introduced on March 23, 1959 as Res. 317). 

The purpose of this bill is to carry out the recommendation of the 
President in connection with his approval of House Joint Resolution 
479 designating May 1 as Loyalty Day In his statement of July 18, 


1958, approving House Joint Restlation 479 (now Public Law 85-529), 
the President noted that the naming of May 1 as Loyalty Day con- 
flicts with the observance of that day as Child Health Day pursuant 
to a joint resolution passed by the Congress in 1928. The statement 
concludes: 

“T therefore urge that the Congress enact legislation amending the 
act of May 28, 1928 * * * By substituting the first Monday in Octo- 

t 


ber for May 1 as Child Health Day, thus avoiding the conflict that 
would otherwise result from simultaneous observances for different 
purposes.’ 

We hope that the House Committee on the Judiciary will find it 
possible to give consideration to this resolution before the end of the 
present session of Congress. Should this resolution not be acted 
upon at this session, dual observance of Child Health Day during the 
calendar year 1960 might result. This is because the current law 
designates May 1 as the date for this observance, and the proposed 
resolution designates the first Monday in October, effective January 
1, 1960. 

Early consideration of this resolution, therefore, would eliminate 
possible confusion in planning which might result from the uncer- 
tainty as to the date of observance of Child Health Day in the calendar 
year 1960. It would also greatly facilitate maintaining continued, 
cooperative relationships with the wide variety of public and volun- 
= organizations si j with the representatives of the press, radio, 

television involved in the advance planning required for observ- 
as of Child Health Day. 

If we can be of further assistance to you, please let us know. 

Sincerely yours, 
Exuiot L. RicHarpson, 
O Assistant Secretary: 
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86TH CONGRESS I SENATE { REporT 
1st Session No. 1007 


CHIEF COUNSEL FOR INTERNAL REVENUE SERVICE 


SzpTeMBER 11 (legislative day, StpremBer 5), 1959.—Ordered to be printed 


Mr. Byrp of Virginia, from the Committee on Finance, submitted the 
following 


REPORT 


[To accompany H.R. 8685] 


This bill provides for a Presidential appointment of the Chief 
Counsel for the Internal Revenue Service at a fixed compensation of 
$19,000 per annum. The Chief Counsel was formerly a Presidential 
appointee but under the Reorganization Act of 1952 he was appointed 
by the Secretary of the Treasury. 

The bill restores the Chief Counsel to his former status as a Presi- 
dential appointee and thus requires confirmation by the Senate. The 
Chief Counsel of the Internal Revenue Service occupies one of the 
most important legal positions in the Federal Government. He is in 
charge of a large legal staff and is concerned with the interpretation of 
the internal revenue laws. 

This bill was recommended by the Treasury Department and 
unanimously passed by the House. It is important that it be enacted 
at this time to attract and keep in this important office men with 
widespread experience and recognized legal ability. 


O 
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86TH CONGRESS } SENATE Report 
1st Session No. 1008 


AMENDING THE LAWS RELATING TO ST. ELIZABETHS HOSPITAL 
SO AS TO FIX THE SALARIES OF THE SUPERINTENDENT, ASSIST- 


ANT SUPERINTENDENT, AND FIRST ASSISTANT PHYSICIAN OF 
THE HOSPITAL 


SeprEMBER 11 (legislative day, SepremBer 5), 1959.—Ordered to be printed 


Mr. Hitt, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


[To accompany 8S. 2105] 


The Committee on Labor and Public Welfare, to whom wa sreferred 
the bill (S. 2105) to amend the laws relating to St. Elizabeths Hospital 
so as to fix the salaries of the Superintendent, Assistant Superin- 
tendent, and first assistant physician of the hospital, and for other 
purposes, having considered the same report favorably thereon with 
an amendment and recommend that the bill as amended do pass. 


NEED FOR LEGISLATION 


The purpose of the bill is to establish salaries for the three top 
positions at St. Elizabeths Hospital which will be commensurate 
with the duties and responsibilities involved, facilitate the recruitment 
and retention of qualified persons to fill these important posts, and 
resolve a longstanding problem concerning the furnishing of quarters, 
subsistence, and other items of maintenance to these officials. 

For over 100 years the Superintendent of the hospital has been 
furnished quarters and other allowances in addition to his salary. 
His two immediate assistants have also been recipients of such per- 

uisities. On October 10, 1956, the Comptroller General sent to the 

ppropriations Committee of the House of Representatives an inves- 
tigation report (B-121250) which noted that the hospital has been 
furnishing certain allowances in kind to the three aforementioned 
officials at a nominal per annum charge of $300 each, which has been 
deducted from their salaries, that the practice of other Federal hos- 
pitals and the practice throughout the executive branch generally is 
to determine and deduct from the employees’ salaries the reasonable— 
as distinguished from the nominal—value of allowances furnished such 
employees, and that over the years the cost to the hospital of allow- 
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ances furnished the officials concerned exceeded the nominal charge 
made for the services furnished. 

During the hearings on the 1958 appropriation estimates of the 
Department of Health, Education, and Welfare the House Appropria- 
tions Committee requested that the Department insert in the record 
a statement indicating the action the Department proposed to take 
with respect to the Comptroller General’s report. Besically, the 
Department of Health, Education, and Welfare in their report pro- 
posed a substantial salary adjustment upward for the affected officials 
to help offset the increased charges to which they would be subject 
if they continued to avail themselves of the perquisites traditionally 
furnished at a nominal charge only. 

S. 1937, as introduced, was the legislative proposal submitted by 
the Department to carry out the recommendations in its 1958 report. 
As amended by this committee, the bill will accomplish the objectives 
of the Department’s proposal along the lines recommended but will, 
in the committee’s judgment, do so in a more effective and equitable 
manner. 

The present salaries of the Superintendent, the Assistant Superin- 
tendent, and the first assistant physician are $16,335, $14,910, and 
$14,430, respectively. The allowances which were furnished these 
officials for many years, in the form of domestic help, foodstuffs, tele- 
phone, laundry and quarters, at the nominal charge of $300 to which 
the Comptroller General objected as being out of line with customary 
Government practice—served in important measure to enhance the 
attractiveness of the positions. If some of these allowances are elim- 
inated and the rest made the basis for salary deductions based on their 
reasonable value, as the Comptroller General and the Department 
recommended, the actual compensation for these positions, even with 
the salary increases, would be substantially reduced as compared with 
the salaries plus the perquisites in 1956. 

The need for this legislation is urgent. If the perquisites are elimi- 
nated or reduced as recommended, the recruitment of qualified persons 
for these positions would be virtually impossible without the offsetting 
salary increases proposed in the bill. This is fully borne out by recent 
experience. 

Since the Comptroller General’s report of October 10, 1956, the 
Department has followed the practice of continuing to furnish the 
customary allowances in kind at the nominal charge for persons who 
occupied the positions at that time, but in filling vacancies in these 
positions, has felt obliged to recruit on a basis consistent with that 
report, that is, no longer offering some of the allowances in kind, and 
requiring salary deductions equal to the reasonable value of those 
continued. 

Vacancies have since occurred in two of the positions, those of the 
Assistant Superintendent and the first assistant physician. At present 
the position of Assistant Superintendent is unfilled, the previous in- 
euuihint having retired and accepted a more lucrative position outside 
Government. Efforts to find a successor have met with repeated 
failure. In May 1957 the incumbent first assistant physician died, 
and the position has been filled only recently by a physician already on 
the hospital staff who will retire next June. While the hospital was 
fortunate in having a qualified person available for the position, the 
imminence of her retirement leaves unresolved the problem of filling 
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the position on a more permanent basis. This bill is therefore an 
essential step toward placing the Department in a position where it 
can hope to recruit qualified persons for these two oe and to obtain 
a successor with qualifications comparable to those of the present 
Superintendent when that distinguished official retires. 

Following are examples of current salary levels in certain State 
mental institutions which are roughly comparable to St. Elizabeths: 
In Iowa, the superintendent and assistant superintendent of one of 
the State mental institutions both receive salaries of $17,400, plus 
maintenance consisting of housing, laundry, and meals; in Kansas, 
the superintendent of the State mental hospital receives a salary of 
$17,400, with maintenance consisting of furnished house, groceries, 
laundry, maid service, and car; and Michigan pays a psychiatric in- 
stitute director a minimum of $23,000 and maximum of $27,000 with 
no maintenance. There are, of course, States which pay less than 
the present salaries of top St. Elizabeths officials, but the above ex- 
amples are indicative of what top public mental institutions must 
offer to obtain personnel of the caliber needed to run a first-rate 
institution. 

DESCRIPTION OF BILL 


The bill would establish salaries of the Superintendent, Assistant 
Superintendent, and first assistant physician of the hospital at $19,000, 
$18,000, and $17,500, respectively, representing increases of $2,665, 
$3,090, and $3,070. The bill would also repeal a 1930 law pertaining 
to allowances and provide specifically for the furnishing of allowances 
in kind in the manner set forth in the committee amendment discussed 
below. The bill would authorize appropriations to build and furnish 
a new set of quarters for the Superintendent. 


COMMITTEE AMENDMENT 


In response to a request made by the committee to the Department 
of Health, Education, and Welfare for further information on the 
actual effect of the bill, that Department supplied additional facts b 
letter to the chairman of the committee dated August 19, 1959, whic 
is reproduced in this report. Under the bill as introduced, according 
to this letter, the net cash pay of the Superintendent (that is, his 
increased salary less the fair value of quarters, foodstuffs, laundry, 
and telephone) would be $735 less than at present; he would also lose 
domestic help after the new quarters became available, as well as 
lose certain tax advantages he enjoys under the present arrangement. 
The net cash pay of the Assistant Superintendent would be increased 
by $1,605 under the bill, and that of the first assistant physician by 
$3,070, but unlike their predecessors in office, persons now occupying 
or being appointed to these positions are no longer furnished domestic 
services valued in 1956 at $5,615 and $5,208, respectively, while other 
allowances in kind (if availed of) would be charged for on a reasonable 
(rather than a nominal) valuation basis. 

On the basis of these facts the committee concluded that the bill 
as written would not provide salaries commensurate with the emolu- 
ments heretofore attached to these offices nor adequate to give reason- 
able assurance of ability to recruit qualified persons to fill present and 
future vacancies. Accordingly, the committee agreed upon an amend- 
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ment to the bill to make available furnished quarters to these officials 
without deduction from their salaries so long as they are required to 
reside on the premises of the hospital; the Assistant Superintendent 
and the first assistant physician, unlike the Superintendent, are not 
required by the statute to reside on the premises. 

he committee amendment would also provide for furnishing pres- 
ent and future incumbents of the three positions all allowances in kind 
(in addition to quarters) which are now being furnished the Super- 
intendent and the first assistant physician and which would be fur- 
nished the Assistant Superintendent were that office now filled. 
These allowances would be furnished at the same charges now being 
made for them. 

This part of the committee amendment is intended to prevent any 
further diminution in the total compensation attached to these offices, 
and to assure that the salary increases and the provision for furnished 
quarters without charge in the bill as reported, are truly additive in 
their effect. Since the Comptroller General’s recommendations for 
the elimination of certain allowances in kind and for salary deductions 
based on the reasonable value of those still furnished, have already 
been put into effect as respects the Assistant Superintendent and first 
assistant physician positions, the chief effect of this part of the com- 
mittee amendment will be to preserve for the future the allowances in 
kind which are now being furnished the Superintendent at nominal 
charge. In view of the fact that the bill as introduced would have 
resulted in a very substantial decrease in the Superintendent’s com- 
pensation and the fact that the incumbent’s original appointment to 
this position was made on the assumption that he would receive all 
the allowances then customarily provided at nominal charge, the bill 
without the committee amendment would clearly be inequitable in its 
adverse effect on him. 

Following is the correspondence between Hon. Lister Hill, chairman 
of the Committee on Labor and Public Welfare, and Hon. Arthur S. 
Flemming, Secretary of the Department of Health, Education, and 
Welfare, in which additional facts were supplied to the committee 
concerning this legislation: 

Avaust 12, 1959. 
Hon. Artuur S. FLEMMING, 
Secretary of Health, Education, and Welfare, Department of Health, 
Education, and Welfare, Washington, D.C. 

My Dear Mr. Secretary: In connection with S. 2105, to amend 
the laws relating to St. Elizabeths Hospital so as to fix the salaries of 
the inplatandam: Assistant Superintendent, and first assistant 
physinian of the hospital, and for other purposes, this committee 

as several questions not answered by either the Comptroller General’s 
report of October 10, 1956 (B-121250), or by your letter of transmittal 
dated May 13, accompanying the draft bill. 

1, It is assumed that upon the enactment of this bill, the 
current nominal deductions from the salaries of the three top 
officials of St. Elizabeths Hospital for quarters and auxiliary 
services would be changed to what might be called a fair and 
reasonable deduction, Please advise what the new scale of deduc- 

tions is likely to be. 

2. What would be the net cash pay and the auxiliary services of 
each official before and after the enactment of this bill? 
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3. What vacancies have occurred in the positions of Assistant 
Superintendent and first assistant physician within the past 2 

ears? How are these positions being filled at present? 

4. If S. 2105 should be enacted, what would be the effect upon 
the Government’s ability to recruit to fill present or prospective 
vacancies in these three top positions at St. Elizabeths Hospital? 

5. In what way would the Superintendent, in particular, and 
also the Assistant Superintendent and first assistant physician be 
disadvantaged between the time a bill such as S. 2105 may be en- 
acted and the provision of suitable and adequate furnished 
quarters in substitution for those which now exist? 

Since time is of the essence if any action can be taken on this legisla- 
‘tion during this session of the Congress, I shall appreciate a prompt 


reply. 
With best wishes and kind regards, 
Very sincerely, 
Lister Hiuu, Chairman. 


Avaust 19, 1959. 
Hon. Lister Hut, 


Committee on Labor and Publie Welfare, 
U.S. Senate, Washington, D.C. 


Dear Mr. Cuarrman: The information requested in your letter of 
August 12, 1959, in connection with S. 2105, to amend the laws relating 
to St. Elizabeths Hospital so as to fix the salaries of the Superintendent 
Assistant Superintendent, and first assistant physician of the hospital 
and for other purposes, is as follows: 

1. What would the new scale of deductions for quarters and auxiliary 
services be likely to be after enactment of S. 2105? 

The deductions for quarters and auxiliary services after enactment 
of S. 2105 would be fixed to equal the fair value of such services based 
on comparable rental quarters and the cost of foodstuffs, telephone 
and laundry services. An estimate of the deductions is as follows: 


Superin- Assistant Ist assistant 
tendent superin- physician 
tendent 


Quarters, including utilities and heat ! : $1, 500 
Foodstutis 60 


75 
40 
2, 505 


1 Quarters estimated at $150 per month for Superintendent, $125 per month for Assistant Superintendent, 
and the present $700 per year for the Ist assistant physician. 

3 Includes official entertaining and is based on 1959 costs. 

* Present incumbent furnishes own subsistence and laundry. 


2. What would be the net cash pay and auxiliary services of each 
official before and after the enactment of this bill? 

Exhibits, A, B, and C, enclosed, show salary, allowances and net 
cash pay, estimated where necessary, for the Superintendent, As- 
sistant Superintendent, and first assistant physician during fiscal year 
1956, during fiscal year 1959, and an estimate of what they would be 
if the bill is enacted. The comparison of fiscal years 1956 and 1959 
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shows changes made after the Comptroller General’s report of October 
10, 1956, and the effect of general salary and price increases. 

The Superintendent’s net cash pay at present is $16,035 per annum 
after deduction of $300 for auxiliary services. If the bill is enacted 
his net cash pay would be an estimated $15,300 or $735 less than at 
present. This is due to an increase in deductions from*the present 
$300 to $3,700, estimated to be the fair value of quarters, foodstuffs, 
laundry, and telephone, partly offset by the salary increase of/$2,665. 
Additional effects would be the loss of domestic help (after the con- 
struction of suitable quarters are available) and increased income 
taxes as the value of perquisites now furnished in kind is not con- 
sidered taxable by the Internal Revenue Service. 

The position of Assistant Superintendent is now vacant. If filled 
under the same arrangement as his predecessor his current net sal 
after a $300 deduction for auxiliary services would be $13,890. If the 
bill is enacted his net cash pay would be $15,495 or $1,605 more than 
at present. However, the Assistant Superintendent would no longer 
receive domestic help which in 1956 was valued at $5,615 and would 
also have to pay increased income taxes. 

The first assistant physician is paid a salary of $14,430 per year from 
which is deducted $700 for quarters. She furnishes her own subsist- 
ence and laundry and is not furnished domestic services. If the bill is 
enacted the salary for this position would be $17,500 from which 
would be deducted an estimated $700 for quarters, an increase in net 
cash salary of $3,070. Additional deductions to cover the value of 
foodstuffs and other auxiliary services would be made if the first 
assistant physician elected to procure these through St. Elizabeths; 
The predecessor of the incumbent received, during 1956, domestic 
services, foodstuffs and other auxiliary services valued at $6,270 in 
addition to quarters. These perquisites were not continued when the 
present incumbent was promoted from clinical director in view of the 
Comptroller General’s letter of October 10, 1956. 

3. What vacancies have occurred in the positions of Assistant Su- 

erintendent and first assistant physician within the past 2 years? 
ow are those positions being filled at present? 

The position of Assistant Superintendent is presently vacant. The 
former incumbent retired in April 1959 and accepted a more lucrative 
State position in the mental health field. The only possibility we 
have discovered after extensive efforts to fill this position will be to 
assign an officer from the commissioned corps of the Public Health 
Service to St. Elizabeths Hospital as Assistant Superintendent. We 
have been negotiating for some time now with a former Public Health 
Service officer to return to the Service for this assignment. It ‘is 
significant to note that one of the major elements for consideration in 
carrying out these negotiations has been the question of whether the 
individual could be given the rank and pay of an Assistant Surgeon 
General when assigned to St. Elizabeths. As an officer in the Service, 


he would be entitled to his perquisites other than salary. We have 
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had no success in recruiting directly to fill the Assistant Superintend- 
ent’s position. 

In May 1957, Dr. Hoffman, the incumbent first assistant physician 
died. Since this time that post has been filled by a physician promoted 
from within the hospital. This individual was nearing retirement at 
the time of her appointment and has recently notified the hospital of 
her intention to retire by July 1960. The necessity of filling this posi- 
tion in the present temporary fashion is testimony enough to the 
extreme difficulty (perhaps even impossibility) of filling it through 
normal recruitment methods. 

Of additional interest in this connection are the following examples 
of current salary Jevels in certain State mental institutions which are 
roughly comparable to St. Elizabeths: In Iowa, for example, the su- 

erintendent and assistant superintendent of one of the State mental 
institutions both receive salaries of $17,400, plus maintenance con- 
sisting of housing, laundry, and meals; in Kansas, the superintendent 
of the State mental hospital receives a salary of $17,400, with mainte- 
nance consisting of furnished house, groceries, laundry, maid service, 
and car. Michigan pays a psychiatric institute director a minimum 
of $23,000 and maximum of $27,000 with no maintenance. There 
are, of course, States which pay less than the present salaries of top 
St. Elizabeths officials, but the above examples are indicative of what 
top public mental institutions must offer to obtain personnel of the 
caliber needed to run a first-rate institution. 

4. If S. 2105 should be enacted, what would be the effect upon the 
Government’s ability to recruit to fill present or prospective vacancies 
in these three top positions at St. Elizabeths Hospital? 

The prospect of filling present or prospective vacancies would be 
slightly—but not greatly—improved as compared with the possibility 
of filling the positions at the present salaries without the perquisites 
which have been furnished in the past. Certainly, however, the pros- 
pect of recruiting an able man to fill the Superintendent’s position, if 
and when he should retire would be substantially diminished as com- 
pared with what they were before the Comptroller General’s decision. 

5. In what way would the Superintendent, in particular, and also 
the Assistant Superintendent and first assistant physician be dis- 
advantaged between the time a bill such as S. 2105 may be enacted 
and the provision of suitable and adequate furnished quarters in sub- 
stitution for those which now exist? 

The Superintendent would continue to be furnished domestic house- 
keeping and kitchen services for the quarters he now occupies because 
of the impossibility of maintaining these century-old quarters without 
such help. At such time as new suitable quarters are constructed he 
would no longer receive domestic services. The deduction for quar- 
ters would be increased simultaneously with the increase in his salary. 

Sincerely yours, 
Artuur S. FLEMMING, 
Secretary. 
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Exursit A 


St. Elizabeths Hospital, salary and perquisites of the Superintendent 


Fiscal year | Fiscal year | After enact- 
19. 1959 ment of 
8. 2105 


$14, 620 $16, 335 $19, 000 
300 300 3, 700 
Net salary after deductions 16, 035 


Allowances: 
Domestic help: 
Housekeeping 
Kitchen service 
Foodstuffs, including official entertainment 
Telephone 
Quarters including heat and electricity (estimated value) -_- 
Laundry (estimated value)_................-..-.-....-..- 


Total, allowances 


Total, salary and allowances...........................- 34, 501 39, 781 


1 Domestic help would be continued only until completion of new quarters. 


Exuisit B 


St. Elizabeths Hospital, salary and perquisites of the Assistant Superintendent 


Fiscal year | Fiscal year | After enact- 
1956 1959 ment of 
8. 2105 


Salary $14, 910 
300 


Deductions 
Net salary after deductions. 114,610 


Allowances: 
Kitchen services (domestics) 
Foodstuffs, includes official entertainment 
Telephone 
Quarters including heat and electricity (estimated value). 
Laundry (estimated value) 


Total, allowances 
Total, salary and allowances 


1 Position vacant; previous incumbent was in step 4, grade 16, $14,910. Base of grade 16 is $14,190. 
3 Estimated at 1956 level. 
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Exarsit C 


St. Elizabeths Hospital, salary and perquisites of the 1st assistant physician 


Fiscal year | Fiscal year After 
1956 1959 enactment 
of S. 2105 


$13, 115 $14, 430 $17, 500 
300 700 700 


Deductions 


Net salary after deductions 12, 815 16, 800 





Allowances: 
Kitchen services (domestics) -................-.....-..... 5, 208 
Foodstuffs, includes official entertainment. 
Telephone 
Heat and electricity (estimated) 
Quarters (estimated value) 
Laundry (estimated value) -.......-.. Scns Riniitednna 


o 


Total, allowances 








1 Present incumbent furnishes own subsistence and laundry. Utilities included in $700 rental figure. 
No domestic service is furnished. 


The following is the letter of transmittal from the Secretary of 
Health, Education, and Welfare requesting the introduction of 
S. 2105. 

May 13, 1959. 
Hon. Ricnarp M. Nrxon, 
President of the Senate, 
Washington, D.C. 


Dear Mr. Presipent: I enclose for your consideration a draft 
bill to amend the laws relating to St. Elizabeths Hospital so as to 
fix the salaries of the Superintendent, Assistant Superintendent, 
and first assistant physician of the hospital, and for other purposes. 

The provisions of this bill are designed to accomplish the following 
objectives: 

1. To establish the following salaries for the three top positions at 
St. Elizabeths Hospital: 


Present Proposed 
salary salary 


Superintendent , Bae $19, 000 
Assistant Superintendent 5, 15 18, 000 
Ist assistant physician . 17, 500 











10 FIX CERTAIN SALARIES—ST. ELIZABETHS HOSPITAL 





2. To authorize the appropriation of funds to build and furnish 
in conformity with policies on construction of housing for Federal 
personnel promulgated by the Bureau of the Budget, a new set of 
quarters for the Superintendent in lieu of the apartment he now 
occupies in a building for patients. 

3. It would repeal the following proviso in the 1930 Interior Depart- 
ment appropriations: 

“Provided further, That the practice of allowing quarters, heut, 
light, household equipment, subsistence, and laundry service to the 
Superintendent and other employees who are required to live at 
Saint Elizabeths Hospital may be continued without deduction from 
their salary, notwithstanding the Act of March 5, 1928 (45 Stat., 
p. 193), pending determination of the Personnel Classification Board, 
in accordance with said Act.” 

This proposed bill is identical to H.R. 9416 submitted to the 85th 
Congress in August 1957, except for two proposed changes: 

1. The increase in salary proposed for the Assistant Superintendent 
is raised from $17,500 to $18,000 (a change which we requested while 
the legislation was under consideration in the 85th Congress in order 
to reflect the difference in status and responsibilities between this 
position and the position of the first assistant phsyician, the salary for 
which would remain at $17,500). 

2. It is proposed that furnished quarters (rather than ‘“quarters”’). 
be built for the Superintendent—in line with present policy and 
practice followed for officers of the military services, Public Health 
Service commissioned personnel, and personnel of the Veterans’ 
Administration, and other Federal employees required to live on their 
work premises. 

In submitting this legislation to the 85th Congress, the Depart- 
ment described this bill as necessary legislative action to meet a long- 
standing problem concerning the furnishing of quarters, subsistence, 
and other items of maintenance to the three named officials of St. 
Elizabeths Hospital. 

On October 10, 1956, the Comptroller General submitted to the 
Congress a report (B-121250) concerning the allowances for these 
officials of the hospital. During the hearings on our 1958 appropria- 
tion estimates, the Appropriations Committee of the House of Repre- 
sentatives requested that we insert in the record a statement indicat- 
ing the action the Department proposed to take with respect to the 
Comptroller General’s report. The requested statement was sub- 
mitted and appears on pages 1321-1323 of the hearings record. This 
proposed bill would provide the necessary legislative authorizations 
embodied in the proposal reported to the House committee. 

The need for action on this proposed legislation is urgent. In the 
interval between submittal of this legislation to the 85th Congress 
and the present date the incumbent of the position of Assistant Super- 
intendent has retired and accepted a more lucrative position outside 
the Government. In addition, the incumbent of the first assistant 
physician’s position has died and only recently been replaced by & 
promotion from within St. Elizabeths Hospital of a physician who 
is nearing retirement. This bill is an essential step in placing the 
Department in a position where it can hope to recruit qualified persons 
for these very important posts. 
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Additionally, the measures needed to resolve the problems resulting 
from the Comptroller General’s report are delayed by the lack of 
authorization to build and furnish separate quarters for the Superin- 
tendent of the hospital. As was pointed out in a letter transmitted 
to the chairman of the Committee on Education and Labor on June 
20, 1958, without the additional salary provided under this legisla- 
tion, the burden of complying with the ill-ididindainss requirements 
of the Comptroller General’s report would become unrealistic for the 
incumbents of these three positions. 

We shall appreciate it if you would be good enough to refer the 
enclosed draft bill to the appropriate committee for consideration. 
It is our earnest hope that early action can be taken to enact this bill 
and thus provide a substantial step toward solution of this long- 
standing problem. 

The Bureau of the Budget advises that it perceives no objection to 
the submission of this proposed legislation to the Congress for its 
consideration. 

Sincerely yours, 
Artuur S. FLemmina, Secretary. 


CHANGES 





IN EXISTING LAW 


In compliance with subsection 4 of rule XXTX of the Standing 
Rules of the Senate; changes in existing law made by the bill are as 
follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italic, existing law in which no 
change is proposed is shown in roman): 

Suc. 4839. The chief executive officer of the Hospital for the Insane ! 
shall be a superintendent, who shall be appointed by the Secretary of 
the Interior,? and shall be entitled to a salary of two thousand five 
hundred dollars a year,’ and shall give bond for the faithful perform- 
ance of his duties, in such sum and with such securities as may be 
required by the Secretary of the Interior.2 The superintendent shall 
receive compensation at the rate of $19,000 per annum, the assistant 
superintendent shall receive compensation at the rate of $18,000 per 
annum, and the first assistant physician of the hospital shall receive 
compensation at the rate of $17,500 per annum, and in addition each 
such officer shall be provided furnished quarters without charge and shall 
be provided all other allowances in kind now being provided at the same 
per annum charge now being made therefor, unless, in the case of the 
assistant superintendent or the first assistant physician, the Secretary 
determines that his residence on the premises is not necessary. The 
superintendent shall be a well-educated physician, possessing com- 
petent experience in the care and treatment of the insane; he shall 
reside on the premises [and] and, for this purpose, there are authorized 
to be appropriated from time to time such sums as may be necessary to 
build on the grounds of the hospital, and furnish, a residence for the 
superintendent; he shall devote his whole time to the welfare of the 
institution; he shall, subject to the approval of the visitors, engage 
and discharge all needful and usual employees in the care of the insane, 


and all laborers on the farm, and determine their wages and 
a... 


1 Redesignated as Saint Elizabeths Hospital. 


The functions of the Secretary of the Interior relating to the hospital were transferred to the Federal 
Security Administrator and then to the Secretary of Health, Education, and Welfare. 
* This provision on salary was superseded. 


59006°—59 S. Rept., 36-1, vol. 6 48 
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Act or Marcu 4, 1929 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the following sums are 
appropriated, out of any money in the Treasury not otherwise ap- 
propriated, for the Department of the Interior for the fiscal year 
ending June 30, 1930, namely: 

* * * * * *~ * 


SAINT ELIZABETHS HOSPITAL 


For support, clothing, and treatment in Saint Elizabeths Hospital 
for the Insane from the Army, Navy, Marine Corps, Coast Guard, 
inmates of the National Home for Disabled Volunteer Soldiers 
persons charged with or convicted of crimes against the United States 
who are insane, all persons who have become insane since their entry 
into the military and naval service of the United States, civilians in 
the quartermaster service of the Army, persons transferred from the 
Canal Zone who have been admitted to the hospital and who are 
indigent, and beneficiaries of the United States Veterans’ Bureau, 
including not exceeding $27,000 for the purchase, exchange, mainte- 
nance, repair, and operation of motor-propelled passenger-carrying 
vehicles for the use of the superintendent, purchasing agent, and 
general hospital business, and including not to exceed $150,000 for 
repairs and improvements to buildings and grounds $955,000, includ- 
ing maintenance and operation of necessary facilities for feeding 
employees and others (at not less than cost), and the proceeds there- 
from shall reimburse the appropriation for the institution; and not 
exceeding $1,500 of this sum may be expended in the removal of 
patients to their friends, not exceeding $1,500 in the purchase of such 
face periodicals, and newspapers, for which payment may be made 
in advance, as may be required, for the purposes of the hospital and 
for the medical library, and not exceeding $1,500 for actual and 
necessary expenses incurred in the apprehension and return to the 
hospital of escaped patients: Provided, That so much of this sum as 
may be required shall be available for all necessary expenses in 
ascertaining the residence of inmates who are not or who cease to be 
properly chargeable to Federal maintenance in the institution and in 
returning them to such places of residence: Provided further, That 
during the fiscal year 1930 the District of Columbia, or any branch of 
the Government requiring Saint Elizabeths Hospital to care for 
patients for which they are responsible, shall pay by check to the 
superintendent, upon his written request, either in advance or at the 
end of each month, all or part of the estimated or actual cost of such 
maintenance, as the case may be, and bills rendered by the Superin- 
tendent. of Saint Elizabeths Hospital in accordance herewith shall not 
be subject to audit or certification in advance of payment; proper 
adjustments on the basis of the actual cost of the care of patients paid 
for in advance shali be made monthly or quarterly, as may be agreed 
upon between the Superintendent of Saint Elizabeths Hospital and 
the District of Columbia government, department, or establishments 
concerned. All sums paid to the Superintendent of Saint Eliza- 
beths Hospital for the care of patients that he is authorized by law to 
receive shall be deposited to the credit on the books of the Treasury 
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Department of the appropriation made for the care and maintenance 
of the patients at Saint Elizabeths Hospital for the year in which the 
support, clothing, and treatment is provided, and be subject to requi- 
sition by the disbursing agent of Saint Elizabeths Hospital, upon the 
approval of the Secretary of the Interior [: Provided further, That the 
practice of allowing quarters, heat, light, household equipment, sub- 
sistence, and laundry service to the superintendent and other em- 
ployees who are required to live at Saint Elizabeths Hospital may 
be continued without deduction from their salary, notwithstanding the 
Act of March 5, 1928 (45 Stat., p. 193), pending determination by the 
Personnel Classification Board, in accordance with said Act]. 

For completion of the medical and surgical building, $475,000, 
including cost of supervision of work and including the removal and 
reconstruction of the isolation building. 

* * * * * x * 


O 
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LETTER OF TRANSMITTAL 


U.S. Senate, 

July 13, 1959. 
Hon. Joun L. McCietzan, 
Chairman, Senate Committee on Government Operations, 
U.S. Senate, Washington, D.C. 


My Dear Mr. Cuatrman: The subcommittee submits for your 
consideration the attached summary of information on the worldwide 
incidence of cancer. 

This is the fifth in the series of committee prints presenting data 
pursuant to Senate Resolution 347, 85th Congress, and Senate Resolu- 
tion 42, 86th Congress. These resolutions provided— 
for a complete study * * * of any and all matters pertaining to international 


health research, rehabilitation and assistance programs * * * and * * * the 
coordination of programs related to international bealth. 


Committee Print No. 1 (S. Rept. 160, 86th Cong.) was entitled, 
‘International Medical Research—A Compilation of Background 
Materials.” It set forth highlights of international research contri- 
butions in most of the major fields of disease, in addition to fulfilling 
other background purposes. 

Committee Print No. 2 was entitled, “Statutory Authority for 
Medical and Other Health-Related Research in the U.S. Govern- 
ment—The Basis for International Cooperation.” It contained the 
texts of the legal authority for medical research efforts by diverse 
agencies of the U.S. Government. 

Committee Print No. 3 (S. Rept. 161, 86th Cong.) was entitled, 
“The Status of World Health—In Outline Text and Chart.” Within 
it were presented charts on the incidence of certain major diseases 
throughout the world. It included one chart devoted to the differen- 
tial rates in the incidence of malignant tumors in various countries of 
the world. 

Committee Print No. 4 was entitled, ‘“The United States and the 
World Health Organization—Teamwork for Mankind’s Well-Being.” 
It represented my personal report on WHO, based upon my confer- 
ences with its officials and other authorities in Europe and on sub- 
sequent review. One of its phases was a consideration of WHO’s 
role in worldwide cancer research. 

The present print constitutes therefore a logical extension in this 
series, concentrating, as it does, on this disease of deep worldwide 
significance. It is a disease whose ultimate conquest will undoubtedly 
involve an unparalleled effort of worldwide biomedical research—the 
topic which is a prime focus of this subcommittee. 

Additional publications in this series will be submitted for your 
consideration in the period ahead. 

With kindest wishes, I am 

Sincerely yours, 
Husert H. Humpsrey, 
Chairman, Subcommittee on Reorganization and International 
Organizations. 
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FOREWORD 


By Hon. Hubert H. Humphrey, Chairman, Subcommittee on 
Reorganization and International Organizations 


This publication summarizes facts on a disease which is the No. 2 
killer in the United States. 

Only cardiovascular disease causes more deaths here and elsewhere 
among the population of the Western World. 

Throughout the entire globe, with its population of 2.7 billion, 
reasonable estimates indicate that over 2 million people die of cancer 
each year. 

This figure is on the rise, paradoxically, as less developed regions 
approach the health standards and longer lifespans of the Western 
countries. 

What is the nature of this disease? 

“Cancer” means crab in Latin. It is an apt word picture for a 
mysterious transformation which changes disciplined body cells into 
a malevolent, devouring growth. 


THE INCREASING THREAT 


Cancer is a disease found in all races and all ages of man, and in all 
oma! species. It was known and described in the earliest medical 
records. 

In the modern world, mankind has fortunately gained increasing 
control over certain diseases, notably the csatioaatial infections. By 
curbing these infectious diseases, mankind has achieved impressive 
results in prolonging the average lifespan. With the resultant 
change in the age-distribution of populations and, perhaps, with the 
onset of factors coinciding with industrialization, cancer has gained 
ascendancy as man’s mortal enemy. 


THE PRESENT TOLL OF CANCER 


Cancer occurs more frequently at older ages, but no age is free of the 
disease. In the United States, more children under 5 now die from 
leukemia and other types of cancer than from all infectious diseases 
combined. The economic cost of cancer in the United States has been 
estimated at $12 billion a year. This financial figure cannot fully 
portray the human wr pom of a lingering disease. At most, only 


one-half of those afflicted can be salvaged by the maximum utilization 
of present medical knowledge. At birth, the chances of an American 
developing cancer in a lifetime are one in five for men and one in four 
for women. (See question 5.) . 

The evidence is clear that cancer is a world problem, best solved by 
research on a world basis. The combined efforts of scientists through- 
out the world should be applied to developing and exploiting leads 
Wherever they occur. 

Vv 
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81 QUESTIONS AND ANSWERS 


Some of the possible leads are indicated in the pages which follow. 

The reader will find herein 31 questions and answers ee 
highlights of information on cancer within the United States an 
foreign countries. In each instance of text, table, and chart the 
expert sources for the data are documented. 


THE SUBCOMMITTEE’S FIVEFOLD APPROACH 


In its continuing quest for judgment on the overall cancer problem, 
this subcommittee’s approach has been fivefold. It has consisted of: 
1. Correspondence and visits with leading American experts, 
particularly with authorities in the U.S. Government, including 
Dr. John R. Heller, Director of the National Cancer Institute, 
and with officers and staff of the Institute. Similarly, the com- 
mittee has been in touch with cancer specialists, representing the 
broad spectrum of public and private cancer research centers 
throughout the United States. This includes, in the latter in- 
stance, such renowned institutions as the Sloan-Kettering Insti- 
tute for Cancer Research. 

2. Conferences in Europe with cancer experts, including Prof. 
Leiv Kreyberg, of the Riks Hospital of Oslo, and Prof. Nicholas 
Blochin, Director, Institute of Experimental Pathology and Ther- 
apy of Cancer, of Moscow. 

3. Contacts with other leading members of the International 
Union Against Cancer, assuch. This is the esteemed professional 
organization which has contributed so much to the worldwide 
effort against cancer. (See question 30.) Its activities will be 
described in a later publication by this subcommittee. These 
contacts with the UICC (as it is known by the initials of its 
name in French) have included correspondence with individual 
cancer experts in many nations. 

4. Contacts with a wide variety of leaders in the American 
voluntary organization concerned with the cancer problem, the 
American Cancer Society. (See question 29.) 

5. Contacts with specialized cancer organizations such as pro- 
fessional groups concerned with cytology, surgery, radiation, 
chemotherapy, and other phases, 


LACK OF ESSENTIAL DATA FOR RESEARCHERS 


The subcommittee clearly perceives that solution of the problem 
must come from intensified scientific research. The subcommittee is 
encouraged by the scientific assault which is being mounted. 

Indispensable in that assault is the availability of facts defining 
the extent of the problem. 

But, as cancer experts have reported with regret to the subcommit- 
tee, medical science to date has available for its mapping of the fight 
against cancer only the most sketchy information. Death registry 
figures which can be considered as adequate by modern standards are 
published for cancer in only some 20 countries of the Western World. 
Adequate continuing statistics on the incidence of cancer (that is, the 
occurrence of new cases per year based on a population figure) are 
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available in but a few smaller European countries, in one State of the 
United States, Connecticut, and one province of Canada. Yet our 
best possibilities for the control of cancer and the understanding of 
its causes lie in studying the distribution of cancer in different popu- 
lations, and the relations of its occurrence to place, occupation, habits, 
and other human and environmental traits. More exact information 
of the distribution of cancer in the world, therefore, is urgently needed. 

Accumulation of facts about cancer in human populations is not an 
easy task. Large numbers of persons must be observed for prolonged 

eriods. Standards for diagnosis must be comparable and firmly 

ased on the laboratory findings of the pathologist. The statistical 
and medical observations have to be correlated with laboratory 
observations. 

In order to define the problem as closely as the presently available 
data will permit, the National Cancer Institute was asked by our 
subcommittee to gather information and charts on the occurrence of 
cancer in the world and the present status of organized research 
efforts. 

BASIC SOURCES OF DATA 


For this purpose, three major sources of data were used: the mor- 
tality statistics reported by the National Office of Vital Statistics for 
this country and by the World Health Organization for other coun- 
tries; cancer morbidity surveys conducted by the National Cancer 
Institute, and the State cancer register maintained by the Connecti- 
cut State Department of Health. 

Some of these facts were previously gathered for professional work- 
ers in cancer and published by the Department of Health, Education, 
and Welfare in 1958 under the title of “The Extent of Cancer Illness 
in the United States.” Information on current developments and 
studies at an international level are given in the Transactions of the 
International Society of Geographic Pathology. 


INTENDED FOR LAYMEN 


This committee print is designed primarily for laymen. To fit our 
needs it was necessarily assembled rapidly. As indicated above, it 
does not purport to present new scientific information so far as 
professional workers are concerned. But it does conveniently bring 
together, it is hoped, in readable and graphic form certain funda- 
mental data not heretofore generally available to the Congress and to 
interested laymen. 


EXPERT FINDINGS BY OTHER COMMITTEES 


The information may provide, therefore a helpful supplement to 
the comprehensive body of knowledge previously assembled by other 
congressional committees. In the instance of the U.S. Senate, these 
expert groups are the Committee on Labor and Public Welfare and 
the Subcommittee for the Department of Health, Education, and 
Welfare, of the Committee on Appropriations. Senator Lister Hill 
is the distinguished chairman of both of these groups. 

Interested readers are invited to review the broad varieties of in- 
formation published in this and previous years by these committees 
and by authoritative sources in the House of Representatives which 
have jurisdiction in this field. 
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This particular publication may, therefore, serve as but one smal] 
link in a lengthy chain of publications and events which may, at some 
date in time to come, contribute to the answers for the disease of 
cancer. 


ONE CONCLUSION IN THIS PUBLICATION 


Let it be noted that it is not the purpose of the present committes 
print to present a definitive set of conclusions on the worldwide battle 
against cancer. One finding is, however, so apparent that it should be 
explicitly reiterated. It concerns the indispensable need for additional 
facts of the type set forth in this report. 

This was a general conclusion earlier indicated on page VIII of the 
bie d ap to the committee’s third print, entitled ‘The Status of World 

eaith. 

It cannot be too strongly restated that full medical understanding 
of the cancer problem, like understanding of other major disease prob- 
lems, can only be secured if there are, at the minimum, more facts 
available such as related to worldwide incidence. This increased body 
of knowledge from all over the globe must be scientifically reliable, 
must be still more uniform in character, and more complete in scope 
and in depth, especially in emerging regions where reporting is thus 
far extremely limited. 

Over and over again, in messages received from cancer experts all 
over the world, particularly in those regions, the subcommittee has 
received the well-justified plea for more resources for epidemiological 
and related studies on cancer. 

The availability of at least the type of information in this committee 
print represents an asset in the fight against cancer. But the unavail- 


ability of so much relevant information, the existence of so many 
unavoidable gaps in this report, represents an important debit. Every 
expert is aware of this deficiency and seeks to remedy it to the extent 
resources are currently available. 


APPRECIATION TO NATIONAL CANCER INSTITUTE 


In turning to the National Cancer Institute for the compilation of 
this information, the subcommittee logically sought the assistance of 
the competent organization which is world renowned as the leading 
single institution in the international effort against cancer. 

Appreciation is herewith expressed to Dr. Heller for the exemplary 
cooperation which has characterized his work and that of his staff, 
not only on this, but on numerous other phases of the subcommittee’s 
interest, just as it has characterized assistance from the National 
Institutes of Health in general. 

This publication provided as well a welcome opportunity to renew 
contact with the Public Health Service officer who had served the 
subcommittee and accompanied me in much of the trip which I had 
made throughout Western Europe and the Soviet Union, in Novem- 
ber-December 1958, Dr. Michael B. Shimkin, Chief of the Biometry 
Branch of the Institute. Particular credit is expressed to Mr. William 
Haenszel and Mr. Tavia Gordon, of the Biometry Branch, for the 
collation of this material, in collaboration with the subcommittee’s 
project director. 
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CONCLUSION 


In conclusion, mankind looks to science and, in particular, to 
biomedical research to unlock the riddles represented in the pages 
which follow. 

Thus, we ask—why should cancer apparently strike various popu- 
lations in differing sites of the body and with differing rates, as com- 
pared on a country-to-country basis? What clues will the solution 
to this and related questions provide? 

No one should underestimate the value of a single reliable clue. 
Medical history has very often witnessed major breakthroughs in 
understanding, thanks to compilation of clues based on reliable facts 
as to why a particular disease struck a particular group in a particular 


way. 

The world awaits the answers. Of course, medical research pro- 
vides no easy guarantee and no predetermined timetable of possible 
success. But with skill, resources, and perseverance, it does provide 
the only logical hope. 

Against a universal killer, mankind must offer a universal defender— 
scientific cooperation. Against an enemy which strikes irrespective 
of politics or ideology, mankind must strengthen teamwork in a 
manner which transcends these or other factors. 

At stake is triumph in a human adventure of highest drama. And 
with triumph, will come the prize of a lessening of human suffering 
and of premature death throughout the world. 
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SOME FACTS AND FIGURES ON ITS OCCURRENCE IN THE UNITED 
STATES AND ABROAD 


SEPTEMBER 11 (legislative day Sepremper 5), 1959.—Ordered to be printed with 
illustrations 


Mr. Humrurey, from the Committee on Government Operations, 
submitted the following 


REPORT 


1, What is cancer? , 

Cancer is a popular term for malignant neoplasms, a great group of 
diseases of unknown (and probably multiple) cause, occurring in all 
human and animal populations and arising in all organs and tissues. 
The malignant cells lack the usual controls over their growth and 
function. As a result, they invade adjacent tissue and spread to 
distant parts of the body, with serious adverse effects to the individual. 

There are important differences in the occurrence of neoplasms by 
type and by site, not only from species to species but even within 
human populations. The distribution of specific types of cancer is 
influenced by a variety of factors including age, sex, race and place of 
residence, habits, and occupation. The latter three presumably 
reflect differences in exposure to environmental factors which initiate 
or stimulate the development of cancer. 


1 





2 CANCER: A WORLDWIDE MENACE 
2. How important is cancer as a cause of death? 


In most countries having reliable death figures, cancer is now the 
second leading cause of death. This is true for the United States, 
Canada, most of Europe, Australia, and New Zealand. It is ap- 
parently also true for the U.S.S.R. The figure shows the increasing 
importance of cancer as a cause of death in the United States between 
1900 and 1955. 

For countries with less reliable statistics, the infectious diseases 
normally account for a high proportion of the deaths. However, 
autopsy information from some of these countries indicates an unusual 
amount of cancer for certain specific sites—always of great interest to 
investigators. (Source: WHO; Annual Epidemiological and Vital 
Statistics Report, 1954.) 
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3. Is the frequency of cancer increasing? 


In those countries with a long series of fairly reliable death figures, 
the number of cancer deaths has shown an increase. In most instances 
it is moot whether any part of this represents a real increase in the 
risk of dying from cancer. Part of it reflects increasing populations. 
Part reflects the conquest of communicable diseases, which has allowed 
a larger proportion of people to survive to older ages, where cancer is 
more common. Part reflects an increasing awareness of cancer and 
improving diagnosis. 

For two countries, at least, the United States and England and 
Wales, many informed observers feel that there has been a real 
increase in the risk of dying from cancer. (Source: WHO; Epidemi- 
ological and Vital Statistics Report, vol. 5, pp. 1-144, 1952.) 


Factors ACCOUNTING FOR THE INCREASING NumBerR oF CaNceR DEatus, 
OrtaInaAL DeatraH Recistration States, Unirep Srares, 1900-1954 


(THE DEATH REGISTRATION AREA OF 1900 INCLUDED THE DISTRICT OF COLUMBIA 
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ISLAND, CONNECTICUT, NEW YORK, NEW JERSEY, MICHIGAN, AND INDIANA) 
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4 CANCER! A WORLDWIDE MENACE 
4. Will cancer become more common in the future? 


Unless there are fundamental changes in the risks of developing 
cancer and dying from it, the growth of the population and the in- 
creasing proportion of older persons will result in an increasing num- 
ber of cancer cases and cancer deaths. Thus, when the population of 
the United States reaches 200 million—in 1975, by conservative esti- 
mates—there will be more than a million cancer cases under treatment 
and 325,000 people will die each year from cancer. Should the risk 
from lung cancer continue to rise in this country (and the trends for 
other countries suggest that it will) these estimates will, in fact, prove 
to be too low. (Source: Cutler, S. J.,and Haenszel, W. M.., “The 
Magnitude of the Cancer Problem,” Public Health Reports, vol. 69, 
pp. 333-339 (1954).) 
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5. What is the probability that a person will develop cancer? 


At birth the chances of developing cancer in a lifetime are one in 
five for men and one in four for women. These estimates are based 
on experience from New York State and assume that both cancer 
incidence and mortality from other causes remain fixed at their present 
level. 

The chances of developing cancer vary with age. They are, for 
example, greater at age 20 than at birth. At older ages, however, 
the competition of other chronic diseases begins to be felt and by 
age 65 the chances of developing cancer in the lifetime remaining are 
less than they were at birth. 

The chances of developing cancer also vary by site. For men, the 
lifetime probability of developing cancer is greatest for the skin and 
prostate. For women it is greatest for the breast and large intestine. 
Of all the sites, the breast in women is the one for which the lifetime 

robability of developing cancer is greatest. (Source: Goldberg, I. D., 
Enea, M. L., Gerhardt. P. R., Handy, V. H. and Cashman, R. E. 
“The Probability of Developing Cancer,” Journal National Cancer 
Institute, vol. 17, p. 163 (1956).) 


PROBABILITY OF DEVELOPING CaNcER, Upstate New York, 1949-51 


30 


> 
F 
H . 
a 
< 
a 
O 
a 
a 


Male 
-—-—-— female 


lO 20 30 4 SO 60 70 8 
PRESENT AGE 


46211°—59-——_3 





CANCER: A WORLDWIDE MENACE 


Tue Lirerime PROBABILITY oF DEVELOPING CANCER 
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6. How does cancer mortality in different countries compare? 





The data available from Western Europe, Canada, Australia, and 
New Zealand indicate that cancer incidence and mortality in these 
areas are of the same order of magnitude as for the United States. 
Within this area of general agreement some differences exist. For 
men, the United States is near the lower end of the scale of cancer 
mortality among Western countries, while Finland and Scotland are 
near the upper end. For women, the disparity in rates among dif- 
ferent countries is smaller and the United States occupies an inter- 
mediate position on the scale. 

For most other areas of the world, the available statistics do not 
allow a precise judgment. However, it can be assumed that in most 
of Asia and Latin America, the risk of developing cancer or dying 
from it is less, since high mortality from other causes of death—par- 
ticularly in the early part of life—leaves a smaller proportion of the 

opulation exposed to the risk of developing cancer. (Source: WHO; 
Sademiological and Vital Statistics Report vol. 6, No. 12, December 
(1953).) 


Cancer Mortatity, Specirrep Countriss, 1952 
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7. How dees the occurrence of cancer vary with age and sex? 


Cancer incidence rates continue to rise to the end of the lifespan 
for both males and females. Between the ages of 20 and 55 the high 
ineidence of cancers of the breast and reproductive system leads to 
a higher overall incidence of cancer among women than among men. 
At elder ages the rates are higher for men than women, the excess 
becoming more marked with increasing age. 

While these data are from U.S. experience, available evidence indi- 
eates that they are typical of experience in human populations gen- 
erally. (Source: Dorn, H. F., and Cutler, S. J., “Morbidity From 


Cancer in the United States,” Public Health Monograph No, 56, 
(1959).) 
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8. How does the occurrence of cancer vary by specific site? 


6 


If major site groups are ranked by level of cancer incidence, the 
digestive system is found to account for the largest number of cases 
of newly diagnosed cancer for either sex. The skin, genital organs, 
and respiratory system ranked next in incidence, in that order, for 
men; whereas de women the order of rank after the digestive system is 
genital organs, breast, and skin. 

Ranking site groups by mortality rather than incidence leads to a 
similar order, except that skin cancer, which accounts for a large 
proportion of cases, is a relatively minor cause of death. If mortality 
for specific sites, rather than for major site groups, is considered, the 
leading sites for men were lung, stomach, and prostate, in that order, 
while for women the leading cancer sites were breast, large intestine, 
and uterus. (Sources: Incidence data are from Dorn, H. F., and 
Cutler, S. J., op. cit. Mortality data for the United States are 
published in the annual volumes of Vital Statistics of the United 
States.) 
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9. Has the frequency of occurrence of cancer changed for specific 
sites? 


While a number of minor changes in the occurrence of cancer are 
suggested by reported statistics for the United States, four changes 
are especially noteworthy. 

There has been a large increase in the incidence and mortality for 
lung cancer among men. Between 1930 and 1955 mortality for this 
cause increased more than sevenfold, and indications are that it will 
rise even more. During the same period the reported mortality for 
leukemia more than doubled. 

At the same time, mortality for cancer of the uterus decreased by 
half, but without a comparable change in incidence. Presumably 
this reflects an increasing chance of survival from this type of cancer, 
perhaps in response to earlier diagnosis and improved treatment. A 
decrease has occurred in mortality for stomach cancer, apparently 
resulting from a decreasing incidence of cancer of this site. 
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10. Are there geographic differences in cancer occurrence within the 
United States? 


Geographic differences do appear in the reported mortality for 
some sites. The Northeast region (comprising the New England and 
Middle Atlantic States) is characterized by an excess mortality from 
cancer of the digestive system, cancer of the respiratory system, and 
cancer of the breast, but a lower than expected mortality from skin 
cancer. For the South (the South Atlantic, East South Central, 
and West South Central States) the situation is reversed. The 
North Central region (East North Central and West North Central 
States) tends to occupy an intermediate position with respect to 
cancer mortality for the various sites, whereas the West divides into 
two disparate divisions, the Mountain States, with generally low 
cancer mortality, and the Pacific with cancer mortality near the 
average. 

Differences are also indicated by reports of cancer incidence from 
different parts of the country. New Orleans, for example, has a 
higher than expected incidence of cancer of the bladder and cancer 
of the lung, whereas Atlanta has exceptionally low rates for cancer of 
the digestive system. 

While some of the numerous geographic differences on record are 
probably due to differences in the accuracy and completeness of 
reporting, others are undoubtedly real and significant. 
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11. What is known about the occurrence of stomach cancer in different 
countries? 


Although a large proportion of cancer deaths in the United States 
arise from stomach cancer, it is a decreasing cause of death. This 
change in mortality results from a falling incidence, not from any 
change in prognosis, and there is no assignable reason for the decrease 
in incidence. 

Geographical differentials for this type of cancer are very striking. 
Roughly speaking, countries in higher latitudes seem to have a higher 
stomach cancer mortality. Especially high rates are noted in Japan, 
where stomach cancer mortality is apparently increasing rather than 
decreasing. In Latin America, on the contrary, stomach cancer 
seems to be relatively uncommon. 

Epidemiological leads are few. In England and Wales and Den- 
mark stomach cancer incidence is greatest in the lowest socioeconomic 
groups, least in the highest. In the United States incidence is also 
inversely related to income level. There is an unusually high inci- 
dence of stomach cancer in some occupation groups in England and 
Wales. A relation of stomach cancer with soil types and diet has 
also been suggested for some areas in Holland. (Source: Haenszel, 
W.., “Variation in Incidence of and Mortality From Stomach Cancer, 
With Particular Reference to the United States,” Journal National 
Cancer Institute, vol. 21, pp. 213-262, 1958.) 
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12. What is known about the cecurrence of lung cancer in different 
countries? 


Now the leading cause of cancer death for males in this country, 
cancer of the lung, pleura, and bronchi has been increasing ae 
both in incidence and mortality. Increases, in some instances of 
even greater magnitude, have been reported in many other countries. 
The level of mortality reached in England and Wales is especially 
striking. Prognosis for this type of cancer remains very poor, 
despite improvements in surgical techniques. 

Epidemiological investigations of lung cancer have proved very 
fruitful. Excess risks have been shown to be associated particularly 
with cigarette smoking, urban residence, and certain occupations, 
such as processing of chromate ores. These have been demonstrated 
by data from a number of countries. Similarly, it has been shown 
that lung cancer incidence is greatest in the lowest socioeconomic 
groups in England and Wales, Denmark, and the United States. 
(Sources: Dorn, H. F., and Cutler, S. J., op. cit. Stocks, P., “Epi- 
demiological Studies of Cancer of Various Organs,’’ WHO; Subcom- 
mittee on Cancer Statistics, Nov. 1 (1957).) 
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13. What is known about the occurrence of breast cancer in different 
countries? 


In this country, the main site of cancer in females is the breast, 
and during the last 25 or 30 years there has been little change either 
in incidence or prognosis. A similar situation prevails in many other 
countries, including Western Europe, Canada, and Australia. A few 
areas, however, appear to have a much lower incidence—Japan and 
southeast Asia in particular. 

In England and Wales, and Denmark, breast cancer occurs relatively 
more frequently among women in the higher socioeconomic groups. 
In this country, a higher than average incidence is also found in high 
income groups. Studies in England and Wales show that during the 
childbearing years married women have a lower death rate for breast 
cancer than unmarried and that married women with children have a 
lower mortality than those without children. This was also shown in 
Australia and France. (Sources: Dorn, H. F., and Cutler, S. J., op. 
cit. Stocks, P., op. cit.) 
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14. What is known about the occurrence of uterine cancer in different 
countries? 


While the incidence of uterine cancer in this country has changed 
little in recent years, the prognosis for this disease has been improving. 
As a result, death rates have been declining, although it is still a major 
site of cancer among women. 

In countries with high mortality for breast cancer, mortality for 
cancer of the uterus tends to be low. Contrariwise, the low breast 
cancer mortality in Japan is associated with an unusually high mor- 
tality from uterine cancer. 

Canadian data indicate cervical cancer to be practically nonexistent 
among nuns, while data from England and Wales show an unusually 
high incidence among women who marry early. It is not clear 
whether the relationship involves primarily sexual experience (a 

radient ranging from abstinence to promiscuity) or child-bearing. 
anish and Enelish experience indicate cervical cancer to be more 


common in the lower socioeconomic groups than the higher and in 
this country it is more common in low income groups than high. 

Cancer of the uterine corpus seems to present an entirely different 
epidemiological picture than cervical cancer. (Sources: Dorn, H. F., 
and Cutler, S. J., op. cit. Stocks, P., op: cit.) 
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15. What is known about the occurrence of liver cancer in different 
countries? 


Cancer of the liver and biliary tract is of decreasing importance in 
the United States and many other countries. While this is largely 
attributable to a better recognition of other primary cancers, rather 
than a decrease in the incidence of primary liver cancer, some real 
decrease may in fact have occurred. 

In some parts of Asia, Africa, and Malaya cancer of the liver is one 
of the most frequent types of cancer observed. In these areas it 
appears to be associated with certain nutritional deficiencies. Pri- 
mary liver cancer seems to occur more frequently in areas where 
chronic malnutrition and, in particular, serious protein deficiency is 
widespread. Portal cirrhosis of the liver is suspected as a precursor 
of liver cancer in Europe and America, while in South and West 
Africa a severe cirrhosis of uncertain origin is implicated. It has also 
been suggested that certain liver parasites may produce cancer of the 
liver. (Sources: Dorn, H. F., and Cutler, S. J., op. cit. Stocks, P., 
op. cit.) 
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16. Are there race differences in cancer occurrence? 


Differences may be observed between white and nonwhite popula- 
tions in the United States in the occurrence of cancer. These differ- 
ences vary greatly by site. Negroes are much less likely to develop 
cancer of the skin than white people but are more likely to develop 
cancer of the cervix in females or cancer of the prostate in males. 
The incidence of primary liver cancer seems unusually high among 
Negroes—a phenomenon that has been reported from parts of Africa 


as well as this country. (Source: Dorn, H. F., and Cutler, S. J., 
op. cit.) 
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17. What are some unusual features of cancer mortality among 
specific groups in the United States of varying origins? 


Cancer mortality among the Japanese, Chinese, and Indians living 
in the United States and Hawaii differs from that for the remainder 
of the population in several respects. 

Japanese here have a relatively high risk of developing stomach 
cancer, although not so high as the Japanese in Japan. Chinese in 
this country have high mortality from cancer of the pharynx, a 
phenomenon that has been observed among Chinese elsewhere. 
American Indians have a low cancer death rate generally, but Indian ° 
women have high mortality for cancer of the liver and cancer of the 
cervix. (Source: Smith, R. L., “Recorded and Expected Mortality 
Among the Japanese of the United States and Hawaii, With Special 
Reference to Cancer,” Journal of the National Cancer Institute, vol. 
17, pp. 459-473, 1956. Smith, R. L., “Recorded and Expected 
Mortality Among the Chinese of Hawaii and the United States With 
Special Reference to Cancer,” Journal of the National Cancer Insti- 
tute, vol. 17, pp. 667-676, 1956. Smith, R. L., “Recorded and 
Expected Mortality Among the Indians of the United States With 
Special Reference to Cancer,’ Journal of the National Cancer Insti- 
tute, vol. 18, pp. 385-396, 1957.) 
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18. How does the occurrence of cancer vary with genetic factors? 


For most of the international and racial differences in the occurrence 
of cancer, data are insufficient to conclude what part of such differences 
is genetic and what part is attributable to environmental factors such 
as diet and habits. 

The genetic influence has been studied adequately in but few human 
neoplasms. A tendency for cases to appear with above-average 
frequency in certain families has been noted in cancer of the female 
breast, large intestine, and stomach. One rare form of cancer of the 
* eye, called retinoblastoma, and two disease precursors, familial mul- 
tiple polyps of the colon and an extreme sensitivity to sunlight in 
people with a skin condition called xeroderma pigmentosum, are 
strikingly inheritable. There is also some genetic association between 
group A and stomach cancer and between mongolism and one form of 
acute leukemia. 


19. Are there urban-rural differences in the occurrence of cancer? 


Comparisons of cancer incidence for urban and rural populations in 
the United States have been reported for Connecticut, Iowa, and 
upstate New York. Data for each of these areas show a higher urban 
incidence for each cancer site group. In Iowa, where there is a definite 
contrast between urban aa populations, the excess cancer 
mortality for urban areas is slightly greater than in Connecticut or 
upstate New York, where much of the rural population is engaged in 
nonfarm pursuits, 


Urban-rural comparisons for Denmark and for England and Wales 
are in general very similar to those reported for the United States. 
This ae that systematic comparisons of cancer experience in 


urbanized and nonurbanized countries may produce e ae 
information of great value. (Source: Haenszel, W., Marcus, 8.C., 
and Zimmerer, E. C., “Cancer Morbidity in Urban and Rural Iowa,” 
Public Health Monograph No. 37 (1956). Griswold, M. H., Wilder, 
C. S., Cutler, S. J., and Pollock, E. S., “Cancer in Connecticut,” 
Connecticut State Department of Health (1955).) 
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20. Does cancer occurrence vary by income? 


In the United States cancer occurrence is highest in the lowest in- 
come groups. This is paralleled by data from Denmark and from 
England and Wales for socioeconomic groups in these countries. In 
the United States, however, the gradient by income class is stronger 
than it is in the other two countries. It is g greater among males than 
females and is greater in the nonwhite than in the white population. 

These findings do not apply to all sites. Thus, the gradient of can- 
cer incidence with income is strong for the stomach and esophagus 
but nonapparent for the intestines and rectum. Nor is the relation- 
ship always in the same direction. The lowest income group had the 
highest incidence for cancers of the buccal cavity and respiratory 
system but the lowest for cancer of the breast. (Source: Dorn, H.F., 
and Cutler, S. J., op. cit.) 
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21. What cancers are known to arise from special habits or customs? 


In southeast Asia cancer of the oral cavity has been noted to arise 
from betel chewing. In India a similar effect has been observed from 
the chewing of khaini, a mixture of tobacco and lime. Where cigars 
are smoked with the lighted end in the mouth, a Kashmiri custom 
called Chutta, cancer of the oral cavity tends to result. Where ciga- 
rettes are smoked a high risk of lung cancer has been observed. Find- 
ings by the American Cancer Society indicate that a man who smokes 
two packages of cigarettes a day has a risk of developing lung cancer 
60 times that for a nonsmoker. 

Keeping a heating pot next to the skin, a custom called Kangri in 
Kashmir and Kairo in Japan, leads to cancer of the abdominal skin. 
Cancers arise around the loin cloth (dhoti) in India because of the 
custom of excluding this area from bathing. Circumcision, on the 
other hand, greatly reduces the chances of developing cancer of the 
penis and there is even a suggestion that it reduces the risk of cancer 
of the cervix in the spouse. (Source: Hueper, W. C., “Environmental 
Factors in the Production of Human Cancer.” Cancer (edited by 
R. W. Raven), vol. 1, pp. 404-496 (1957).) 
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22. What occupational exposures are known to cause cancer? 


Since Percival Pott observed in 1775 that English chimney sweeps 
had an unusual risk of developing cancer of the scrotum, numerous 
instances of occupational cancer have been observed. 


Some occupational cancers 
Sites of cancer Areas where noted 


Arsenic United States, Great Britain, Germany, 

France, Argentina. 

Coal tar, pitch United States, Great Britain. 

Petroleum ee United States, France, Great Britain, Austria. 

SS Oe eae United States, Great Britain, 

Lignite tar and paraffin_-- Great Britain, France. 

Creosote oil adult United States, Great Britain, 

Anthracene oil ! Great Britain. 

United States, Great Britain. 

United States, Germany, Great Britain, 
Switzerland, ete. 

X-rays and radium Skin, lung, leukemia.......- United States and many other areas. 

NINOS ...cneckndadiininens L United States, Great Britain, Germany, 

Canada, 

Chromates ais Do. 

Lung, nasal cavity and sinus.| Great Britain, Norway, 

Benzol Leukemia...................| United States, etc. 

Isopropy! oil Lung, larynx, nasal sinus_...| United States. 

Radioactive chemicals 7 Do. 

Sunlight United States, Argentina, Australia, France, 

ete. 





Source: Hueper, W. C., op. cit. 
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23. What are the methods for treating cancer? 


A cure of cancer is defined as the total and permanent eradication 
of the disease, usually based on disease-free survival for at least 5 years. 

At the present time there are only two curative methods for treating 
cancer: surgery and radiation (X-ray or radium). For certain pa- 
tients and certain types of cancer one or the other method may be 
preferable and sometimes the best results are obtained by using a 
combination of procedures. 

Thus, in Connecticut during 1947-51, it was the practice to use 
surgery almost exclusively as the method of treatment for cancer of 
the large intestine, whereas most cases of cancer of the cervix were 
treated by radiation. Treatment for cancers of the oral cavity and 
pharynx, on the other hand, was almost evenly divided between 
surgery and radiation. This experience is probably fairly representa- 
tive for the United States. 

Chemotherapy (the treatment of cancer by drugs) is used for the 
partial relief of certain patients with advanced cancer. The cure of 
cancer by chemicals is one of the major research goals, but up to the 
present time, no actual cures have been obtained by chemotherapy 
alone. (Source: Griswold, M. H., et al., op. cit.) 


TREATMENT FOR CANCER: CONNECTICUT, 1947-51 
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24. What are the survival prospects for cancer patients? 


Some 22.4 percent of the men developing cancer and 34.1 percent 
of the women survive 5 years after diagnosis. These findings are 
based on cancer cases diagnosed in Connecticut between 1935 and 
1951 and are probably representative for the United States as a whole. 

Survival varies according to several factors. The site of the cancer 
is one. Cancer of the skin has an excellent prognosis; 5-year survival 
is 64.2 percent for men and 70.9 percent for women. Cancer of the 
stomach has a bad prognosis; less than 6 percent survive 5 years. 
The chances of survival also depends on how advanced the cancer is 
when discovered. Prognosis is much better if the cancer is still local- 
ized at the original site than if it has spread far beyond the primary 
site. (Source: Griswold, M. H., et al., op. cit.) 
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25. Have survival prospects for cancer patients improved in this 
country? 


During the period 1935-40, 24 percent of the men diagnosed as 
having cancer in the State of Connecticut, and 34 percent of the 
women, survived 5 years. By 1947-51, the percentages had risen to 
82 and 45 percent, respectively. These changes reflect improvements 
in survival for localized cancer and, to a lesser degree, for cancer 
spread regionally to adjacent tissues. The chances of survival when 
the cancer has already spread to more remote parts of the body 
remain at a very low level. 

Improvements in survival occurred for some sites but not for 
others. The chief improvements were for cancers of the large intes- 
tine and rectum and cancer of the uterus. For sites like the stomach 
and lung no improvement in survival was indicated. 

While these data derive from one State only, it may be presumed 
that similar improvements in survival prospects have occurred else- 
where in the United States, as well as in other western countries. 
(Source: Shimkin, M. B., Griswold, M. H., and Cutler, S. J., “Sur- 
vival in Untreated and Treated Cancer,’”’ Annals of Internal Medicine, 
vol. 45, pp. 255-267 (1956).) 
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26. What is the economic cost of cancer? 


The economic loss to society due to cancer is heavy. The cost to 
the individual family is often catastrophic. Many of the more than 
450,000 persons diagnosed each year as having cancer will cease to 
be productive members of society. This represents a tremendous 
loss of income to the families affected at the very time that expenses 
mount, because the disease has struck. The loss of productiveness, 
particularly on the part of a breadwinner, causes serious disruption 
of the family’s economy. It has been estimated that the economic 
burden of cancer to society amounts to about $12 billion a year. 


27. What are the prospects of reducing the toll from cancer? 


Part of the cancer toll could be reduced by a full exploitation of 
presently available knowledge. It is estimated that about 50 percent 
of all cancer patients could be salvaged with the application of present 
methods of early diagnosis and intensive treatment, if these would be 
systematically applied to all patients. 

This, however, leaves a tragic residual which can only be helped 
by new discoveries arising from cancer research. 

Cancer research has three essential aims: the discovery of the cause 
or causes of cancer; the discovery of effective methods of diagnosis 
and treatment of cancer; and the discovery of methods for the pre- 
vention of cancer. ‘The research methods needed to make these 
discoveries possible include basie research in the laboratory, clinical 
research, and research in epidemiology. 


28. What do scientists generally regard as the most important 
elements of an integrated program of cancer research? 


1. The training of research personnel. 

2. Better communication among cancer research workers, through 
international symposia, exchange of scientists, etc. 

3. The development of uniform definitions, standards, and nomen- 
clature for measuring and reporting results of treatment. 

4. Planning of research programs, using talents available anywhere 
in the world. 

5. Financial aid to medical research. 
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29. What are the resources available for supporting the fight against 
cancer in the United States? 


A variety of resources are available for the national effort against 
cancer. The National Cancer Institute of the U.S. Public Health 
Service conducts research in cancer, fosters research by others and 
promotes ‘‘* * * the coordination of all such researches and activi- 
ties and the useful application of their results * * *”’, with the 
assistance of other Federal agencies, such as the Atomic Energy 
Commission. 

Cooperating in this program is the American Cancer Society, the 
leading voluntary agency working against cancer. It also provides 
funds for research, and in addition engages in an extensive program of 
public education. It supports detection programs and diagnostic and 
treatment services and serves as the focus for voluntary activities. 

The American Association for Cancer Research, representing pro- 
fessional groups, also participates in the effort against cancer, as do 
State and local health departments, universities, pharmaceutical 
houses, hospitals, etc. 

Research is international and contributions toward the effort 
against cancer are made by scientists from all countries. To answer 
the many questions about cancer as quickly as possible all the skills 
available anywhere must be enlisted. 
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30. What are the present international resources for the study of 
cancer? 


The World Health Organization acts as the focus of international 
efforts in health. It maintains liaison with the voluntary interna- 
tional health organizations through the Council for International 
Organizations of Medical Sciences. Chief of the voluntary interna- 
tional organizations in cancer research is the International Union 
Against Cancer and its International Cancer Research Commission 
which has assisted in the coordination of international efforts in 
cancer research for many years. Other health agencies have also 
helped in this effort; -in particular, the International Society of 
Geographic Pathology has sponsored valuable symposia on cancer. 
In addition, the various specialized agencies of the United Nations 
may be called upon for advice and assistance in their respective areas 
when problems such as occupational cancer or food additives are 
under consideration. 
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31. What areas of cancer research lend themselves particularly to 
an international approach? 


1. Epidemiology —tThere are marked differences between countries 
in the occurrence of various forms of cancer. There are also marked 
differences in the exposure to suspected cancer-causing agents. This 
presents unique opportunities in the search for cancer causes. 

2. Industrial and occupational cancers.—Exchange of information 
on known cancer hazards and pooling of experience on suspected 
hazards can benefit all concerned. 

3. Foods and drugs.—The cancer risks from food additives and cer- 
tain drugs and cosmetics are very difficult to measure. Pooling ex- 
perience from many countries can make this job easier. 

4. Air polluiion.—While air pollution is a problem in many coun- 
tries the pollutants differ from place to place, and so do the risks from 
different types of cancer. This may prove helpful in determining 
which pollutants are carcinogenic. 

5. Tumors of domestie animals.—This is both an economic problem 
for many countries and an opportunity for international research 
into the causes of cancer. 

6. Cancer therapy.—Cooperative international arrangements can 
speed results in this area through testing different forms of treatment 
and comparing end results as well as through screening anticancer 
agents. Some significant steps in the direction of international co- 
operation are being developed under the program of the Cancer 
Chemotherapy National Service Center. 
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OPERATION OF ARTICLE VII, NATO STATUS OF FORCES 
TREATY 


SEPTEMBER 1] (legislative day, SepremseR 5), 1959.—Ordered to be printed with 
illustrations 


Mr. Ervin, from the Committee on Armed Services, submitted the 
following 


REPORT 


PURPOSE OF THE SUBCOMMITTEE 
















The subcommittee was appointed for the purpose of reviewing on a 
periodic basis the operation of article VII of the NATO Status of 
Forces Agreement, as well as the other jurisdictional arrangements 
with foreign countries concerning American troops. Article VII 
recognizes the criminal jurisdiction of countries operating under the 
agreement over members of the military and civilian components of a 
sending state who commit nonduty civilian type offenses while sta- 
tioned in the host country against other than persons subject to U.S. 
military law. 

This report represents a continuation of the periodic subcommittee 
reviews of this matter. 


PERIOD COVERED BY THE REPORT 













The data in the report covers the 12-month period from December 1, 
1957, through November 30, 1958, which is the annual reporting period 
established by the Department of Defense on the worldwide operation 
of the jurisdictional arrangements. The statistical information in this 
report was received from the representatives of the Office of the Secre- 
tary of Defense and from the Army Judge Advocate General, the latter 
being charged with compiling the reports on foreign jurisdictional 
arrangements over American servicemen in all the services. 


SUBCOMMITTEE EXAMINATION LIMITED TO OPERATION OF THE ARRANGE- 
MENTS—NO REVIEW OF SUBSTANTIVE POLICY QUESTIONS 








The scope of this report, as the previous ones, is limited to the 
operation of the criminal jurisdictional arrangements with the foreign 
countries and the effect of the exercise of such arrangements on the 
morale and efficiency of the troops serving in those nations. 
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The treaty has been ratified by the Senate. Since the task assigned 
to it did not contemplate such action on its part, the subcommittee 
did not consider the constitutionality of the treaty. Moreover, the 
subcommittee made no attempt to determine whether it is wise or 
unwise, as a matter of national policy, for the United States to enter 
into reciprocal arrangements which recognize the exercise of criminal 
jurisdiction of foreign countries where U.S. troops are stationed. 
Any reexamination of the broad policy questions would properly 
come before the Senate Foreign Relations Committee which has the 
sole committee responsibility for considering matters of this nature. 


VIEW OF THE SUBCOMMITTEE 


It is the view of the subcommittee that generally the criminal juris- 
dictional arrangements regarding U.S. troops abroad have operated 
satisfactorily and have not adversely affected during the reporting 
period the morale and discipline of our forces, nor have they had a 
detrimental effect on the accomplishment of our military missions in 
the various countries. 

In several countries, however, the Department of Defense repre- 
sentatives have pointed out special problems that have arisen in con- 
nection with the exercise of jurisdiction by the foreign countries con- 
cerned. Two problems have arisen in connection with our troops 
stationed in Turkey. The waiver provision of article VII of the 
NATO agreement requires a host state to give sympathetic considera- 
tion to requests of the authorities of the sending state for waivers of 
the host state’s primary right to exercise jurisdiction in cases of 
particular importance. The Department of Defense advises that 
under Turkish law there appears to be no authority or official em- 
powered to waive Turkish jurisdiction over a criminal offense. For 
some months this has been a matter of continued exchanges and 
consultation. Efforts are being made by U:S. officials to improve the 
situation. 

Another problem concerns the exercise by Turkish military courts 
of jurisdiction over U.S. military personnel. It is the position of the 
Department of Defense that the criminal jurisdiction of the receiving 
state envisaged in the North Atlantic Treaty was the jurisdiction of 
civilian courts of the receiving state. Under Turkish an however, 
certain offenses on Turkish military installations or against Turkish 
military personnel who are guarding these installations come under 
the jurisdiction of Turkish military courts, even though the offender 
may not be a member of the Turkish armed forces. There have been 
several instances involving U.S. military personnel off duty and Turk- 
ish military sentries, with the result that Turkish military authorities 
have either exercised or expressed an intention to exercise criminal 
jurisdiction. The Department of Defense advises that even though 
there has not been a situation where a U.S. serviceman has been 
denied the required protections, there is concern over this unexpected 
jurisdictional development. 

With respect to Japan, there occurred during the reporting period 
one case in which an American airman, after being charged with 
murder by the Japanese authorities, was acquitted because of insuffi- 
cient evidence at the initial trial. The prosecutor appealed the 
judgment to the higher court which reviewed the evidence, took addi- 
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tional testimony, and found the airman, Alc. Benjamin B. Owyang, 
guilty and sentenced him to 3 years in prison. This appellate judg- 
ment was confirmed on appeal by the Supreme Court of Japan. The 
airman has been serving a sentence in Japan since November of last 


ear. 

This result has occurred because of the fact that under the legal 
system in Japan both the defendant and the prosecution have the 
right of appeal from the judgment of the court of first instance. 

Petitions for clemency have been filed on behalf of Airman Owyan 
and his petitions to the Government of Japan have been supporte 
by the United States. It should be emphasized, however, that the 
U.S. service commanders in Japan report that the jurisdiction arrange- 
ments have had no adverse impact on the mission, morale, or dis- 
cipline of the U.S. forces stationed in that country. 


ANALYSIS OF OFFENSES 
Number 

The following chart (chart A, p. 4), submitted by the Department of 
Defense, sets forth worldwide and for the NATO Status of Forces coun- 
tries the offenses subject to foreign jurisdiction and their ultimate 
disposition during the period December 1, 1957, through November 
30, 1958. 

It might be noted that there were 13,659 offenses allegedly com- 
mitted by U.S. personnel subject to the jurisdiction of foreign courts. 
Of this number 8,197 were committed in the NATO Status of Forces 
countries. 

The total offenses committed worldwide were slightly less than total 
worldwide for the previous reporting period, which was 13,971. It 
might be noted, however, that with respect to the NATO Status of 
Forces countries there was an increase during the year in those com- 
mitted as compared to the preceding period (8,197 as compared to 
7,704). 


Comparison of offenses with waivers and number of trials 


During the reporting period, of the 13,659 offenses, only 4,263 (or 
37 percent) were tried by the foreign countries. In the NATO 
countries, 3,089 (or 43.23 percent) were tried. 

Waivers were obtained worldwide in 63 percent, or 8,613 cases. In 
the NATO Status of Forces countries waivers were obtained on 4,654, 
or 56.77 percent cases. 

Werldwide the percentage of cases in which waivers were obtained 
was slightly more in the period covered by this report than in the 
previous reporting period (63 percent in the latest reporting period as 
compared to 60.83 percent of the previous reporting period). In the 
NATO Status of Forces countries during the latest reporting period, 
there was a slight increase in the percentage of waivers by the host 
countries (56.77 percent waivers as compared to 55.27 percent during 
the preceding period). 

It might be noted that during tle reporting period there were in 
Japan 3,968 cases subject to the jurisdiction of Selman courts. Of 
this _ waivers were granted on 3,829, or 96.49 percent of the cases 
involved. 
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High degree of traffic offenses 


It is significant to note the high degree to which traffic cases con- 
stituted the offenses subject to foreign jurisdiction and those in which 
jurisdiction was exercised. Out of the 13,659 offenses worldwide, 
9,631 were traffic violations. In the NATO countries, out of 8,197 
persons charged with offenses, 6,087 were traffic violations. World- 


wide, out of a total of 4,263 trials of American personnel, 2,989 were 
for traffic violations. 


Number of U.S. personnel receiving unsuspended sentences to confinement 

During the reporting period 96 Americans worldwide, representing 
less than 1 percent of the offenses subject to foreign jurisdiction, 
received sentences to confinement which were not suspended. In 
the NATO status-of-forces countries, 55 Americans, representin 


1.78 percent of the offenses in those countries, received unsuspende 
sentences to confinement. 
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Chart B below sets forth the length of the sentences for the 96 


persons involved. 
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Chart C compares the number of persons in confinement as a result 


of sentences by foreign courts at designated dates during 1956, 1957, 
and 1958. 
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Types of offenses and terms of confinement 

As of November 30, 1958, there were 79 Americans confined in 
foreign jails or institutions as a result of sentences by foreign courts. 
The chart below (chart D) sets forth a breakdown of the type of 
offenses involved and the various terms of confinement. 
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AUTHORITY FOR EMPLOYMENT OF LOCAL COUNSEL IN FOREIGN COURTS 


Under Public Law 777 (84th Cong.), approved July 24, 1956, the 
Secretaries of the military departments were authorized to pay counsel 
fees, court costs, bail, and other expenses incident to the representation 
before foreign courts of U.S. personnel subject to the Uniform 
Code of Military Justice. The purpose of this legislation was to assure 
that a serviceman accused of a serious offense might obtain local com- 
petent counsel of his own choice regardless of his own financial condi- 
tion at the time. 

The Department of Defense indicated that the use of this legislative 
authority has been of great assistance in assuring that American 
servicemen tried before foreign tribunals are provided competent 
representation and that their mghts are protected. During the period 
of this report (December 1, 1957-November 30, 1958) a total of 
$60,341.93 has been expended under this legislation, with an average 
expenditure of $230.31 per case. 

The table below sets forth in detail the expenditures under this 
authority. 























Expenditures in implementation of Public Law 777, 84th Cong., Dec. 1, 1957, to 
Nov. 30, 1958 





Number Net total 
Court costs | paid during 
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1 No bail forfeited within reporting period. 
2 Does not include bail. 
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REPORTS TO THE SENATE AND HOUSE COMMITTEES ON ARMED SERVICES 


The cognate resolution adopted by the Senate when it agreed to the 
Status of Forces Agreement provided that reports would be made 
through channels to the Committees on Armed Services of the Senate 
and House in instances where it appears to the U.S. comman- 
der that the American involved would be deprived of a fair 
trial or was deprived of any of the procedural rights enumerated in 
the treaty. 

During the period covered by this report (December 1, 1957, 
through November 30, 1958) the Department of Defense reported no 
cases under the provisions of the cognate resolution. 


Text or ArticLtes I anp VII anp CoGnaTe Resouution or NATO 
Stratus oF Forces TREATY 


ARTICLE I 


1. In this Agreement the expression— 

(a) ‘force’? means the personnel belonging to the land, sea, or 
air armed services of one Contracting Party when in the territory 
of another Contracting Party in the North Atlantic Treaty area 
in connexion with their official duties, providing that the two 
Contracting Parties concerned may agree that certain individuals, 
units or formations shall not be regarded as constituting or in- 
cluded in a ‘‘force’’ for the purposes of the present Agreement; 

(b) ‘‘civilian component” means the civilian personnel accom- 
panying a force of a Contracting Party who are in the employ of 
an armed service of that Contracting Party, and who are not 
stateless persons, nor nationals of any State which is not a party 
to the North Atlantic Treaty, nor nationals of, nor ordinarily 
resident in, the State in which the force is located; 

(c) ‘‘dependent’”’ means the spouse of a member of a force or 
of a civilian component, or a child of such member depending on 
him or her for support; 

(d) ‘sending State’ means the Contracting Party to which the 
force belongs; 

(e) “receiving State” means the Contracting Party in the terri- 
tory of which the force or civilian component is located, whether 
it be stationed there or passing in transit; 

(f) ‘‘military authorities of the sending State’’ means those 
authorities of a sending State who are empowered by its law to 
enforce the military law of that State with respect to members of 
its forces or civilian components; 

(gz) “‘North Atlantic Council” means the Council established 
by Article 9 of the North Atlantic Treaty or any of its subsidiary 
bodies authorised to act on its behalf. 

2. This Agreement shall apply to the authorities of political sub- 
divisions of the Contracting Parties, within their territories to which 
the Agreement applies or extends in accordance with Article XX, as 
it applies to the central authorities of those Contracting Parties, 
provided, however, that property owned by political subdivision 
shall not be considered to be property owned by a Contracting Party 
within the meaning of Article VIII. 
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ARTICLE VII 


1. Subject to the provisions of this Article. 
(a) the military authorities of the sending State shall have the 
right to exercise within the receiving State all criminal and dis- 
ciplinary jurisdiction conferred on them by the law of the sending 
State over all persons subject to the military law of that State; 
(b) the authorities of the receiving State shall have jurisdiction 
over the members of a force or civilian component and their 
dependents with respect to offences committed within the terri- 
— of the receiving State and punishable by the law of that 

State. 

2. (a) The military authorities of the sending State shall have the 
right to exercise exclusive jurisdiction over persons subject to the mili- 
tary law of that State with respect to offences, including offences 
relating to its security, punishable by law of the sending State, but 
not by the law of the receiving State. 

(b) The authorities of the receiving State shall have the right to 
exercise exclusive jurisdiction over members of a force or civilian 
component and their dependents with respect to offences, including 
offences relating to the security of that State, punishable by its law 
but not by the lw of the sending State. 

(c) For the purposes of this paragraph and of paragraph 3 of this 
Article a security offence against a State shall include 

(i) treason against the State; 

(ii) sabotage, espionage or violation of any law relating to 
official secrets of that State or secrets relating to the national 
defense of that State. 

3. In cases where the right to exercise jurisdiction is concurrent the 
following rules shall apply: 

(a) The military authorities of the sending State shall have the 
primary right to exercise jurisdiction over a member of a force or of 
a civilian component in siletinn to 

(i) offences solely against the property or security of that State, 
or offences solely against the person or property of another mem- 
ber of the force or civilian component of that State or of a 
dependent; 

(ii) offences arising out of any act or omission done in the 
performance of official duty. 

(b) In the case of any other offence to the authorities of the receiving 
State shall have the primary right to exercise jurisdiction. 

(c) If the State having the primary right decides not to exercise 
jurisdiction, it shall notify the authorities of the other State as soon 
as practicable. The authorities of the State having the primary right 
shall give sympathetic consideration to a request from the authorities 
of the other State for a waiver of its rigbt in cases where that other 
State considers such waiver to be of particular importance. 

4. The foregoing provisions of this Article shall not imply any right 
for the military authorities of the sending State to exercise jurisdiction 
over persons who are nationals of or ordinarily resident in the receiving 
State, unless they are members of the force of the sending State. 

5. (a) The authorities of the receiving and sending States shall 
assist each other in the arrest of members of a force or civilian com- 
ponent or their dependents in the territory of the receiving State and 
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in handing them over to the authority which is to exercise jurisdiction 
in accordance with the above provisions. 

(b) The authorities of the receiving State shall notify promptly 
the military authorities of the sending State of the arrest of any 
member of a force or civilian component or a dependent. 

(c) The custody of an accused member of a force or civilian com- 
ponent over whom the receiving State is to exercise jurisdiction shall 
if he is in the hands of the sending State, remain with that State until 
he is charged by the receiving State. 

6. (a) The authorities of the receiving and sending States shall 
assist each other in the carrying out of all necessary investigations 
into offences, and in the collection and produetion of evidence, includ- 
ing the seizure and, in proper cases, the handing over of objects 
connected with an offence. The handing over of such objects may, 
however, be made subject to their return within the time specified by 
the authority delivering them. 

(b) The authorities of the Contracting Parties shall notify one 
another of the disposition of all cases in which there are concurrent 
rights to exercise jurisdiction. 

7. (a) A death sentence shall not be carried out in the receiving 
State by the authorities of the sending State if the legislation of the 
receiving State does not provide for such punishment in a similar case. 

(b) The authorities of the receiving State shall give sympathetic 
consideration to a request from the authorities of the sending State 
for assistance in carrying out a sentence of imprisonment pronounced 
by the authorities of the sending State under the provision of this 
Article within the territory of the receiving: State. 

8. Where an accused has been tried in accordance with the pro- 
visions of this Article by the authorities of one Contracting Party 
and has been acquitted, or has been convicted and is serving, or has 
served his sentence, or has been pardoned, he may not be tried again 
for the same offence within the same territory by the authorities of 
another Contracting Party. However, nothing in this paragraph shall 
prevent the military authorities of the sending State from trying a 
member of its force for any violation of rules of discipline arising 
from an act or omission which constituted an offence for which he 
was tried by the authorities of another Contracting Party. 

9. Whenever a member of a force or civilian coMponent or a 
dependent is prosecuted under the jurisdiction of a receiving State 
he shall be entitled— 

(a) to a prompt and speedy trial; 

(b) to be informed, in advance of trial, of the specific charge or 
charges made against him; 

(c) to be confronted with the witnesses against him; 

(d) to have compulsory process for obtaining witnesses in his 
favour, if they are within the jurisdiction of the receiving State; 

(e) to bave legal representation of his own choice for his de- 
fence or to have free or assisted legal representation under the 
conditions prevailing for the time being in the receivmg State; 

(f) if he considers it necessary, to have the services of a com- 
petent interpreter; and 

(g) to communicate with a representative of the Government 
of sending State and, when the rules of the court permit, to 
have such a representative present at his trial. 
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10. (a) Regularly constituted military units or formations of a 
force shall have the right to police any camps, establishments or other 
premises which they occupy as the result of an agreement with the 
receiving State. The military police of the force may take all appro- 
priate measures to ensure the maintenance of order and security on 
euch premises. 

(b) Outside these premises, such military police shall be employed 
only subject to arrangements with the authorities of the receiving 
State and in liaison with those authorities, and insofar as such employ- 
ment is necessary to maintain discipline and order among the members 
of the force. 

11. Each Contracting Party shall seek such legislation as it deems 
necessary to ensure the adequate security and protection within its 
territory of installations, equipment, property, records and official 
information of other Contracting Parties, and the punishment of 
persons who may contravene laws for that purpose. 


RESOLUTION OF RATIFICATION, WitH RESERVATIONS, AS AGREED TO 
BY THE SENATE ON JULY 15, 1953 


Resolved (two-thirds of the Senators present concurring therein), That 
the Senate advise and consent to the ratification of Executive T, 
Eighty-second Congress, Second Session, an agreement between the 

arties to the North Atlantic Treaty Regarding the Status of their 
Saas, signed at London on June 19, 1951. 

It is the understanding of the Senate, which understanding inheres 
in its advice and consent to the ratification of the Agreement, that 
nothing in the Agreement diminishes, abridges, or alters the right of 
the United States of America to safeguard its own security by exclud- 
ing or removing persons whose presence in the United States is deemed 
prejudicial to its safety or security, and that no person whose presence 
in the United States is deemed prejudicial to its safety or security 
shall be permitted to enter or remain in the United States. 

In giving its advice and consent to ratification, it is the sense of 
the Senate that: 

1. The criminal jurisdiction provisions of Article VII do not 
constitute a precedent for future agreements; 

2. Where a person subject to the military jurisdiction of the United 
States is to be tried by the authorities of a receiving state, under the 
treaty the commanding officer of the armed forces of the United 
States in such state shall examine the laws of such state with par- 
ticular reference to the procedural safeguards contained in the Con- 
stitution of the United States; 

3. If, in the opinion of such commanding officer, under all the cir- 
cumstances of the case, there is danger that the accused will not be 
protected because of the absence or denial of constitutional rights he 
would enjoy in the United States, the commanding officer shall 
request the authorities of the receiving state to waive jurisdiction in 
accordance with the provisions of paragraph 3 (c) of Article VII 
(which requires the receiving state to give “sympathetic considera- 
tion’”’ to such request) and if such authorities refuse to waive jurisdic- 
tion, the commanding officer shall request the Department of State to 
press such request through diplomatic channels and notification shall 
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be given by the Executive Branch to the Armed Services Committee 
of the Senate and House of Representatives. 

4. A representative of the United States to be appointed by the 
Chief of Diplomatic Mission with the advice of the senior United 
States military representative in the receiving state will attend the 
trial of any such person by the authorities of a receiving state under 
the agreement, and any failure to comply with the provisions of para- 
graph 9 of Article VII of the agreement shall be reported to the 
commanding officer of the armed forces of the United States in such 
state who shall then request the Department of State to take appro- 
priate action to protect the rights of the accused, and notification 
shall be given by the Executive Branch to the Armed Services Com- 
mittees of the Senate and House of Representatives. 


O 





Calendar No. 1049 


86TH CoNGRESS SENATE ReEporT 
1st Session No. 1011 








EMERGENCY FEDERAL ASSISTANCE FOR SCHOOL CON- 
STRUCTION 


SEPTEMBER 12 (legislative day, SepremBer 5), 1959.—Ordered to be printed 


Mr. McNamara, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 
together with 
MINORITY, SUPPLEMENTAL, AND INDIVIDUAL VIEWS 


[To accompany S. 8] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (S. 8), to authorize an emergency 2-year program of Federal 
financial assistance in school construction to the States, having con- 
sidered the same, report favorably thereon with amendments and 
recommend that the bill as amended do pass. 

The amendments are as follows: 

(a) Strike out all after the enacting clause and insert the following: 


That this Act may be cited as the “School Construction Assistance Act of 1959’’, 


DECLARATION OF PURPOSE 


Src. 2. It is the purpose of this Act to authorize a two-year program of Federal 
grants to the States to provide assistance in the construction of urgently needed 
public elementary and secondary school facilities in local communities. 


ASSURANCE AGAINST FEDERAL INTERFERENCE IN SCHOOLS 


Src. 3. In the administration of this Act, no department, agency, officer, or 
employee of the United States shall exercise any direction, supervision, or control 
over the policy determination, personnel, curriculum, program of instruction, or 
the administration or operation of any school or school system. 


AUTHORIZATION OF APPROPRIATIONS 


Sec. 4. There are hereby authorized to be appropriated for the fiscal year 
beginning July 1, 1959, and the succeeding fiscal year, such sums, not to exceed 
$500,000,000 in any fiscal year, as the Congress may determine, for making 
payments to State education agencies under this Act. 


59006°-—-59 S. Rept., 86-1, voi. 6 51 
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ALLOTMENTS AND PAYMENTS TO STATES 


Src. 5. (a) The sums appropriated pursuant to section 4 shall be alloted among 
the States on the basis of the income per child of school age, the school-age 
population, and effort for school purposes of the respective States. Subject to 
the provisions of section 6, such allotments shall be made as follows: The Com- 
missioner shall allot to each State for each fiscal year an amount which bears 
the same ratio to the sums appropriated pursuant to section 4 for such year 
as the product of— 

(1) the school-age population of the State, and 
(2) the State’s allotment ratio (as determined under subsection (b)). 
bears to the sum of the corresponding products for all the States. 

(b) For purposes of this Act— 

(1) The “allotment ratio” for any State shall be 1.00 less the product of (A) 
.50 and (B) the quotient obtained by dividing the income per child of school age 
for the State by the income per child of school age for all the States (exclusive of 
Puerto Rico, Guam, and the Virgin Islands), except that (A) the allotment ratio 
shall in no case be less than .25 or more than .75, and (B) the allotment ratio for 
Puerto Rico, Guam, and the Virgin Islands shall be .75. 

(2) The allotment ratios shall be promulgated by the Commissioner as soon as 
possible after the enactment of this Act on the basis of the average of the incomes 
per child of school age for the States and for all the States (exclusive of Puerto 
Rico, Guam, and the Virgin Islands) for the three most recent consecutive years 
for which satisfactory data are available from the Department of Commerce. 
Such promulgation shall be conclusive for purposes of this Act. 

(3) The term “child of school age’? means a member of the population between 
the ages of five and seventeen, both inclusive. 

(4) The term “‘school-age population” means that part of the population which 
is between the ages of five and seventeen, both inclusive, and such school-age 


population for the several States shall be determined by the Commissioner on the 
basis of the population between such ages for the most recent year for which satis- 
factory data are available from the Department of Commerce. 

(5) The term “income per child of school age’ for any State or for all the 
States means the total personal income for the State and for all the States (ex- 
clusive of Puerto Rico, Guam, and the Virgin Islands), respectively, divided by 
the number of children of school age (in the State and in all such States, 


respectively). 

(c) As soon as possible after amounts appropriated under section 4 become 
available for payment, the Commissioner shall pay to each State, which has 
complied with the provisions of section 7 for the year with respect to which such 
payment is to be made, the amount allotted to it pursuant to subsection (a) of 
this section, as adjusted by the application of the provisions of section 6. 


MAINTENANCE OF STATE AND LOCAL SUPPORT FOR SCHOOL FINANCING 


Src. 6. (a) The allotment of any State under section 5 shall be reduced by the 
percentage (if any) by which its State school effort index for such year is less than 
the national school effort index for such year, with the exception that during the 
first vear that allotments are made under this Act this provision shall not be 
applicable. The total of such reductions shall be reallotted among the remaining 
States by proportionately increasing their allotments under section 5 for such 
year. 

" (b) For purposes of subsection (a)— 

(1) The “State school effort index” for any State for a fiscal year is the quotient 
obtained by dividing (A) the State’s school expenditures per public school child 
bv (B) the income per child of school age for the State; except that the State 
school effort index shall be deemed to be equal to the national school effort index 
in the case of (i) Puerto Rico, the Virgin Islands, Guam, and the District of 
Columbia, and (ii) any State for which the school expenditures per publie school 
child are not less than the school expenditures per public school child for all the 
States; 

(2) The “national school effort index’’ for any fiscal year is the quotient ob- 
tained by dividing (A) the school expenditures per public school child for all the 
States (exclusive of Puerto Rico, Guam, the Virgin Islands, and the District of 
Columbia) by (B) the income per child of school age for all such States. 

(e)(1) The school expenditures per public school child for any State for purposes 
of determining its State school effort index for any fiscal year means the quotient 
obtained by dividing (A) the total expenditures by the State and subdivisions 
thereof for elementary and secondary education made from funds derived from 
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State and local sources in the State, as determined by the Commissioner on the 
basis of data for the most recent school year for which satisfactory data for the 
several States are available to him, by (B) the number of children in averace daily 
attendance in public elementary and secondary schools in such State, as deter- 
mined by the Commissioner for such most recent school year. 

(2) The school expenditures per public school child for all the States for purposes 
of determining the national schoc!l effort index for any fiscal year means the quo- 
tient obtained by dividing (A) the total expenditures by all the States (exclusive 
of Puerto Rico, Guam, the Virgin Islands, and the District of Columbia) and 
subdivisions thereof fer elementary and secondary education made from funds 
derived from State and local sources, as determined by the Commissioner for the 
same school year as is used under paragraph (1), by (B) the number of children 
in average daily attendance for such year in public elementary and secondary 
schools in all such States, determined as provided in paragraph (1). 

(3) The income per child of school age for any State and for all the States 
shall, for purposes of subsection (b), be determined by the Commissioner on the 
basis of the incomes per child of school age for the most recent vear for which 
satisfactory data are available from the Department of Commerce, 


STATE APPLICATIONS 


Sec. 7. The State education agency of each State which desires to receive an 
allotment and payment under this Act shall submit an application to the Com- 
missioner which 

(a) provides assurance that the State education agency shall be the sole 
agency for administering the funds received under this Act; 

(b) sets forth procedures to insure that funds will be allocated among 
school fxeilities construction projects within the State so that priority is 
given to local eduention avencies which, in the judgment of the State educa- 
tion agency, have the greatest need for acditional school facilities and which 
are least able to finance the cost of needed school facilities; 

(ec) provides assurance that every applicant, whose application for funds 
received under this Act for a construction project is denied, will be given an 
opportunity for a hearing before the State education agency ; 

(d) sets forth procedures for such fiscal control as may be necessary to 
assure proper disbursement of funds paid to the State under this Act; — 

In the case of any State in which a State agency has exclusive responsibility for 
the financing of the construction of school facilities, the Commissioner may modify 
or make inapplicable any of the foregoing provisions of this section to the extent 
he deems such action appropriate in the light of the special governmental or school 
organization of such State. 


MATCHING BY STATES AND LOCAL COMMUNITIES 


Sec. 8. The State education agency may allocate funds received under this act 
to a project for the construction of school facilities only if the amount to be 
allocated plus any other amounts previously allocated under this Act does not 
exceed the Federal share for such State of the sum of (1) the cost of constructing 
the project in question and (2) the total cost of constructing the projects for which 
such other allocations have been made, and if the State education agency deter- 
mines that the remainder of the cost of constructing the project in question will 
be paid out of funds other than funds paid by the Commissioner under Publie 
Law 815, Kighty-first Congress, as amended. For the purposes of this Act the 
‘Federal Share” for any State is the allotment ratio for such State, except that 
in no case shall it be less than 0.3343 or more than 0.6633. 


PERIOD FOR USE OF FUNDS AND CERTIFICATION BY STATES 


Sec. 9. (a) Upon receipt by the State, funds paid under this Act for any fiseal 
year shall thereafter be deemed to be State funds to be distributed and expended 
in accordance with the provisions of this Act not later than the end of the fiscal 
year following such fiscal year for which such funds were distributed. 

(b) The State education agency of each State receiving funds under this Act 
shall, prior to the termination of such following fiscal year, (1) certify the amount 
of such funds received by such State which have been so distributed and expended, 
and (2) pay to the Commissioner any amount of such funds which have not been 
so expended. 

(ec) Any funds paid to the Commissioner under the provisions of this section 
shall be reallotted and paid to the States under the provisions of this Act during 
the fiscal year following that in which such funds were so paid to the Commissioner. 
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LABOR STANDARDS 


Src. 10. (a) The State education agency of each State which receives funds 
under this Act shall give adequate assurance to the Commissioner that all laborers 
and mechanics employed by contractors or subcontractors in the performance 
of work on school construction financed in whole or in part under this Act will 
be paid wages at rates not less than those prevailing on similar construction in 
the locality as determined by the Davis-Bacon Act, as amended (40 U.S.C. 
276a—276a-5). ; 

(b) With respect to the labor standards specified in subsection (a) of this 
section the Secretary of Labor shall act in accordance with Reorganization Plan 
Numbered 14 of 1950 (15 F.R. 3176; 64 Stat. 1267) and section 2 of the Act of 
June 13, 1904, as amended (40 U.S.C. 276c). 


DEFINITIONS 


Sec. 11. For purposes of this Act— 

(a) The term “Commissioner” means the (United States) Commissioner of 
Education. 

(b) The term “State”? includes Puerto Rico, Guam, the Virgin Ialands, and 
the District of Columbia. 

(c) The term “State education agency”? means the State board of education 
or other agency or officer primarily responsible for the State supervision of public 
elementary and secondary schools, or, if different, the officer or agency primarily 
responsible for State construction or supervision of construction of such schools, 
whichever may be designated by the Governor or by State law. 

(d) The term “local education agency” means a board of education or other 
legally constituted local school authority having administrative control and direc- 
tion of free public education in a city, county, township, school district, or political 
subdivision in a State; except that, in any State in which a State agency has 
exclusive responsibility for the financing of the construction of school facilities, 
it means such State agency. If a separate public authority has responsibility 
for the provision or maintenance of school facilities for any local educational 
agency or the financing of the construction thereof, such terms includes such 
other authority. 

(e) The term ‘‘school facilities’? means classrooms and related facilities (includ- 
ing furniture, instructional materials other than textbooks, equipment, machinery, 
and utilities necessary or appropriate for school purposes) for education which 
is provided by a school district for elementary or secondary education, in the 
applicable State, at public expense and under public supervision and direction; 
and interests in land (including site, grading, and improvement) on which such 
facilities are constructed. Such term does not include atheltic stadiums, or 
structures, or facilities intended primarily for events, such as athletic exhibitions, 
contests, or games, for which admission is to be charged to the general public. 

(f) The terms ‘construct’, ‘‘constructing’’, and ‘“‘construction’”’ include the 
preparation of drawings and specifications for school facilities; erecting, building, 
acquiring, altering, remodeling, improving, or extending school facilities; and the 
inspection and supervision of the construction of school facilities. 


(6) Amend the title so as to read: 


A bill to authorize a two-year program of Federal assistance to States and 
communities to enable them to increase public elementary and secondary school 
construction 


’ 


BACKGROUND 


The American people would find it difficult to agree, among them- 
selves, as to precisely what events, discoveries, institutions, and other 
elements were responsible for the Nation’s past progress. It would 
be equally difficult to reach agreement on which of them will be the 
key to future progress. 

But the committee believes that there would be almost unanimous 
agreement as to the essential role of American schools in both our 
past and future security and welfare. 

A flourishing school system has always been of major concern to us. 
Beginning with the establishment of the common school system in 
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the colonies, progressing through the educational provisions of the 
Northwest Ordinance of 1787 and the Morril Land Grant College 
Act of 1862 to the recent enactment of the national defense education 
program, the Nation has given vigorous support to the improvement 
of its educational plant. 

No better evidence can be found for this assertion than the dramatic 
school effort of the States and communities since World War II. In 
the 15 years between 1942 and 1957, annual State and local expendi- 
tures for local schools have risen from $2.2 billion to $12.2 billion, an 
increase of more than fivefold. 

Yet despite this increased effort, the Nation still faces major 
obstacles in its attempt to provide its youngsters with education 
equal to the demands of our modern world. Highlighted among 
these obstacles is the continuing shortage of classrooms. 

This shortage exists, and will continue to exist, primarily because 
of three factors: (1) The nearly complete stoppage of school construc- 
tion during World War II and the Korean conflict; (2) the swiftly 
increasing birth rate which has resulted in yearly enrollment increases 
of major “proportions: and (3) the virtual impossibility of increasing 
already overburdened tax resources in many local areas. 

The difficulty of meeting the shortage by accelerated construction is 
further compounded by the relative inactivity of the Federal Gov- 
ernment. Its great prestige, progressive tax ‘base, and competence 
have been used only sparingly to assist State and local units. 

The committee believes that the Federal Government has a para- 
mount interest in the solution of the Nation’s school construction 
problems. A 20th century school system is as vital to the future as 
are highways, housing, and other countless programs under which 
State and local communities now receive Federal attention and 
support. 

The importance to the Nation of furnishing Federal assistance to 
provide better school facilities has been repeatedly recognized by 
recent administrations regardless of party. 

In his “State of the Union Message” on January 5, 1949, for 
example, President Harry S. Truman expressed his shocked concern 
over the lack of educational facilities and called for prompt Federal 
financial aid at that time to the States to help them operate and 
maintain their school systems. 

President Eisenhower has repeatedly stressed the need for Federal 
assistance to our schools in his state of the Union messages 

In 1954 he said: 


The Federal Government should stand ready to assist 
States which demonstrably cannot provide sufficient school 
buildings. 


In 1956 he urged the Congress to— 


move promptly to enact an effective program of Federal 
assistance to help erase the existing deficit of school class- 
rooms, 


In January 1957 he said that— 
high priority should be given the school construction bill. 
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And in a special message on education in 1957 the President said: 


Of all the problems in education, one is most critical. In 
1955, and again last year, I called attention to the critical 
shortage of classrooms in many communities across the 
country. ‘The lack of physical facilities is a temporary emer- 
gency situation in which Federal assistance is appropriate. 
Unquestionably, a very considerable portion of the shortage 
is due to World War IT restrictions on all types of civil con- 
struction, including schools. With Federal help the States 
and communities can provide the bricks and mortar for school 
buildings, and there will be no Federal interference with local 
control of education. 


Crowded classrooms and overworked teachers dilute the quality of 
education available to every child in the classroom. The Secretary 
of Health, Education, and Welfare, Arthur S. Flemming, reminded us 
recently that school hours lost by half-day sessions can amount to 
180 hours—or almost 2 months—in the school year. The committee 
is convinced that a creeping malnutrition in our education systems is 
as dangerous to the vitality of American minds as is the lack of 
adequate food for American bodies. 

We agree with the former Secretary of Health, Education, and 
Welfare, and Under Secretary of the Treasury, Marion B. Folsom, 
that money spent to improve education is a sound investment. In 
his statement on a proposal for Federal-aid to school construction 
in 1957, similar to the one contained in the committee’s bill, Mr. 
Folsom told the subcommittee of the House Committee on Education 
and Labor then considering the bill: 


One of the objections raised to this program is that it calls 
for excessive Federal spending and dangerously increases the 
size of the Federal budget * * *. In any age, to economize 
at the expense of the education of children is a false economy. 
Especially in today’s circumstances, such a false economy 
could be detrimental to our national security and our expand- 
ing prosperity. I know of no sounder or more prudent 
investment, from either an economic or social view, than the 
education of children. 


Witness after witness before the committee in the hearings held 
early this year stressed the urgent need for Federal assistance in 
helping to meet the demands for expanding and improving our 
schools so that American standards may be maintained and im- 
proved. One of the most moving statements came from a classroom 
teacher who is also a mother, Mrs. Betty Lou Pagel of Cheyenne, 
Wyo., Mrs. Pagel told the committee: 


Gentlemen, our schools are in the midst of a crisis which 
could imperil the future of our youth * * * 

Thousands upon thousands of grade se thool youngsters 
across this country could be classed as deprived children 
because they have not been given the educational oppor- 
tunities to which they are entitled * * *, 

Our very survival depends upon how well we provide our 
34.6 million school-age children with an appreciation of their 
heritage and with the effective skills and tools to preserve 
and expand our freedom, culture, and economy. 
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Other witnesses, representing major national organizations, and 
elected officials, representing Jarge numbers of American people, ex- 
pressed their desire for a program of Federal aid to education. The 
following statements are representative of this view: 

George W. Oakes, American Parents Committee, Inc.: 


The American people realize that education is the key to 
our future. Billions for defense will prove meaningless 
without properly educated and trained manpower. 

We cannot educate our children adequately when 4 million 
are studying in dangerous firetraps, in overcrowded class- 
rooms, under conditions whereby the schoolday must be 
cut to permit half-day sessions. What chance has a gifted 
pupil if he is buried in a crowded classroom of 50 or more 
students? 

The need is urgent. The situation has hardly improved 
at all, while we have deferred action. You know that the 
school-age population is rapidly increasing. The past 2 
vears have proved that this problem cannot be solved by the 
States and local communities. 


Thomas D. Bailey, State superintendent of instruction for the State 
of Florida: 


From my experience as State superintendent of public 
instruction over the past 10 years and as a local school admin- 
istrator before that, I believe that the State of Florida has 
reached the practical limits of educational improvement 
that are possible through State and local tax resources. 
From my position of educational leadership in the State of 
Florida, I am convinced that substantial Federal financial 
support for public elementary and secondary education is 
an absolute necessity if we are to provide the type of high 
quality education that the space age demands for our vigor 
and survival as a nation. 

Goy. G. Mennen Williams (State of Michigan): 


We have a responsibility to continue and strengthen the 
American heritage of universal education. We owe it to 
our children and their children, and most of all to ourselves 
as the present trustees of their right to achieve complete 
fulfillment of their individual potentials. 

Mr. Chairman, I want to thank you for the opportunity 
given to me by the members of your committee to discuss 
the need for Federal aid to education. I am confident that 
your committee, and I am sure the House committee, will 
recommend effective Federal action to meet the great crisis 
in our educational situation. And I am hopeful that the Con- 
gress as a whole will take the necessary action. 

Hon. Jennings Randolph, U.S. Senator from the State of West 
Virginia: 

According to figures compiled by the National Educational 
Association, the average per pupil expenditure among the 
individual States ranges from a high of $535 a year to a low 
of $164, with a national average of $340 per pupil. 
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This gross disparity in expenditure between our richest 
and our poorest States can be rectified only with Federal aid. 
For, to illustrate again by reference to my own State of West 
Virginia, even with proposed new tax levies and a statewide 
reappraisal of property, our school revenue per pupil would 
still be more than $60 below the national average and ap- 
proximately $175 below that of New York State. 

Mr. Chairman, I reiterate, these inequities can be redressed 
only with Federal assistance. Let us not be deluded by the 
ideas of a century ago, ideas which at that time had some 
validity. For we are no longer a loose federation of quasi- 
independent States. Weare a nation of highly mobile people, 
a nation in which the welfare of one section is inextricably 
involved with that of all. And as a nation, we have only 
one future, a future that will in substantial measure be 
determined by the degree of our devotion to the cause of 
strengthening our system of public education. 





Peter T. Schoemann, chairman, Standing Committee on Education, 
AFL-CIO: 


There are one of two ways in which we can obtain adequate 
school buildings for our children. The first is by legislation 
growing out of disaster. This is how we obtained much of 
the mine safety legislation in this country. 

The second is by legislation before the disaster occurs. 
This takes positive Government leadership. The American 
labor movement looks to the legislative branch of the Federal 
Government to exercise the leadership necessary to provide 
an adequate program of Federal financial aid for school 
construction. We ask this on behalf of America’s children. 


Samuel Jacobs, Washington representative, United Automobile 
Workers Union: 


The members of our union are aware of the close connec- 
tion between education and the earning capacity of the 
individual. This is one—but only one—of the reasons for 
the strong support which labor has given the American 


educational system since the very first days of American 
history. 





Hon. Stuart Symington, U.S. Senator from the State of Missouri: 


All these elements of our future national security and 
progress—trained service personnel, skilled industrial work- 
ers, competent scientists and technicians, leaders in the 
humanities—can come from only one source: The present 
and future generations of schoolchildren. 

It is essential that these schoolchildren, our most precious 
resource, be provided with the best possible teachers and 
educational facilities to prepare for the immense responsi- 
bilities facing them and the Nation. 

In the many hearings on this subject during the past 10 
years, it has become increasingly clear that there is a need 
for Federal participation in the field of public education. 
This is not a point of abstract philosophy, but a statement of 
demonstrable fact. 
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NEED FOR LEGISLATION 


The need for more and better classrooms is clear. On August 26, 
1959, the Secretary of Health, Education, and Welfare, Arthur S. 
Flemming, stated that elementary and secondary enrollments in the 
coming year will be about 1.8 million in excess of normal school 
capacity. He went on to declare that the education of almost 10 
million of our young people is impaired by the classroom shortage. 

Last fall the Office of Education reported that the classroom shortage 
was 140,500. In the same survey, the States estimated that they 
expected to complete 68,440 classrooms between the fall of 1958 and 
the fall of 1959. However, the Office of Education stated just last 
month that 64,200 new classrooms will be needed for increased enroll- 
ments and replacements alone. This means that the classroom short- 
age has been reduced by only 4,240 within the last year. Needless to 
say, this rate is both disappointing and alarming. 

Almost three-fourths of the new classrooms needed this fall are for 
the 1,110,000 additional pupils anticipated in the elementary grades 
and the 260,000 additional high school students. Moreover, estimates 
show that total elementary school attendance will increase by 13.4 
percent in the years from 1958 to 1965, while the increase at the 
secondary level will be 47 percent for the same period. By 1980, 
according to these estimates, the present school age population, 
5 through 17, will increase by 60 percent, from 41.8 to 67.7 million. 
It seems clear that most communities will be hard pressed to keep pace 
with the needs created by increased enrollments; meeting the present 
shortage will be impossible for many of them. 

The bill reported by the committee, S. 8, is a realistic effort to 
overcome this shortage. It is not designed as a substitute for State 
and local effort. Its purpose is to meet a particular need within a 
framework which preserves the cherished concept of local control of 
education. 

To this end, S. 8 would authorize an emergency 2-year program of 
up to a billion dollars ($500 million a year) in Federal money which, 
after matching with State and local funds, would provide about 
$2 billion to help build urgently needed school facilities. Translated 
into new school facilities these Federal-State funds could result in the 
construction of between 50,000 and 70,000 new classrooms. The 
committee believes, moreover, that this new Federal money will 
stimulate expenditure of new State and local money in those districts 
which hitherto have been unable to institute any meaningful con- 
struction programs. 

The committee recognizes that the scope of S. 8 is less than many 
persons dedicated to education hoped to find in the bill. The com- 
mittee believed, however, that a broadening of S. 8 would have created 
serious problems. Efforts to provide a more extensive bill would 
have met substantial opposition—not the least of which would have 
been that of the executive departments. 

The committee is of the opinion that S. 8, as reported, represents 
the widest Senate concensus on Federal assistance for schools. 
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MAIN FEATURES OF THE BILL 


The purpose of the bill is to authorize a 2-year program of Federal 
grants to the States in an amount of $500,000 for each year which, 
with matching State funds, will provide assistance in the construction 
of urgently needed public elementary and secondary school facilities 
in local communities. 

The table below shows the amount each State would receive from 
the Federal Government during the first year of the program, together 
with the amount of State and/or local matching money required. 


ScHoot Construction AssIsTANCE Act or 1959 
(Committee Print, S. 8, Aug. 26, 1959) 


Allotments to States, State matching requirements, and total Federal-State assistance 
for the construction of public elementary and secondary school facilities 





Federal 
allotment, State Total 
State fiscal year matching | Federal-State 


beginning jrequirement?| assistance? 
July 1, 1959! 





























(1) (2) (3) (4) 
Aggregate United States 4......... behets cthntwencnedta $500, 000, 000 $492, 97 0, 786 $992, 970, 786 
50 States and District of Columbia._............2.22.2222.. 2. 486, 038, 082 | 485, "989, 827 972, 027, 909 
PI sie ies lossiebeheseetocicaaaistiotpaneamciniingeiionepena mais oatoamsasaaacmaee 15, 267, 667 7, 633, 834 22, 901, 501 
Alaska 5 253, 952 507, 904 761, 856 
I icdatisrtndtnnkiwendbeivabigtnabesaguiiamsaniatinidel 4, 088, 168 2, 732, 266 6, 820, 434 
BING si cincccresccnbacecusannbadadawnccdoes 8, 616, 229 4, 308, 115 12, 924, 344 
California 24, 526, 442 49, 052, 884 73, 579, 326 
Colorado. 5, 029, 701 4, 644, 661 9, 674, 362 
Connecticut 2, 980, 913 5, 961, 826 8, 942, 739 
a li ac reece a 592, 555 1, 185, 110 1, 777, 665 
ey Pe Ee Ae ee aes ae ee 876, 739 1, 753, 478 2, 630, 217 
Florida 11, 621, 206 10, 944, 243 22, 565, 449 
Georgia s 16, 868, 483 8, 434, 242 25, 302, 725 
Hawaii 2, 147, 370 1, 553, 078 3, 700, 448 
a a 2, 699, 631 1, 484, 546 4, 184, 177 
Ilinois 17, 837, 346 33, 775, 34! 51, 612, 691 
Sk nti dé chads sed aduunhgeeteuainddiieaetee 12, 917, 692 13, 057, 96 25, 975, 653 
I a re a ee 9, 002, 889 6, 838, 901 15, 841, 790 
Kansas _....... sais: cerca pvalen ol sects sone dpapeliase anata esis Amada 6, 384, 958 5, 369, 383 11, 754, 341 
a 13, 599, 783 6, 799, 892 20, 399, 675 
Dan Linninciadcadncesnwh nie aasceceddgnaL cmnenaabneee 18, 311, 535 6, 655, 768 19, 967, 303 
oe re cindy oman dak anata eiiicieimetpie ti 3, 179, 455 2, 214, 023 5, 393, 478 
IIE ccimnnakennuen sian ened icaaasasibaaalanreatnanptieee 7, 693, 077 8, 922, 640 16, 615, 717 
DIANE Sei nnn ns kbc dc switdcwedsdcaleeknwscadin 9, 191, 732 15, 550, 481 24, 742, 213 
lin aati sn brwioscenin pian amainne niente 20, 407, 510 24, 602, 437 45, 009, 947 
TN ts cataicinscabianecsotesukdae can cuuebae 10, 873, 910 8, 571, 566 19, 445, 476 
NE ot 2 i. cd cand dabbehnrnnddvedasaudsdddoktegineie } 11,083, 191 5, 541, 596 16, 624, 787 
IN oh i eee Se ge et ae ele mui’ 10, 904, 385 11, 709, 437 22, 613, 822 
PRONG inh ce dats ecdsetnalidtdesatAdcdannee 2, 242, 082 1, $21, 133 4, 065, 215 
Nebraska a alee kat aks Ul sea sisihs Acai Scesinssnababdesnditites sida Bau xcdadtt hi apeeana aealcamabbansiae 4, 499, 909 3, 505, 622 8, 005, 531 
a el ee 489, 160 937, 794 1, 426, 954 
New He ampshire- ptiecininc eae dnedlipm ckbaigntihmlebtpaeiéin tities 1, 656, 652 1, 487, 506 3, 144, 168 
I a tl aa Mautemiaiaaiies 9, 187, 451 18, 374, 902 7, 562, 35; 
WR MUN Sood cccdionbcnaddicesattinatdctnnbeoes tied 3, 775, 105 1, 887, 553 5 
ok Ee oe lth nk am aipcietumaielthaieits 24, 175, 287 48, 350, 574 2 
SN nn ne ee ee eee | 20, 537, 267 10, 268, 634 
SEONG BIOs iSite ccc nde de vbke nd ndscieueene 2, 770, 858 1, 385, 429 5 
I a re 29) 271, 010 29, 365, 925 
thd sk os ot nic cd detemodbaidueh bedeneecebann 8, 116. 427 5, 113, 283 < 
ele a ae ee ee ee 5, 073. 308 4, 915, 485 
I eee 26, 819, 024 32, 436, 442 
RNG bac e orhss e  a ee 1, 902, 100 2, 475, 575 
ead 12, 389, 230 6, 194, 615 
ee RENE a o6 ad bbs. ak witiatu dahon cckeddeaascicedaied 2, 783, 725 1, 400, 440 
SII S ediic te inscheb tie stiancsdenesdsis mesermvareiniaeneditahalmadaeateie 14, 697, 315 7, 348, 658 22, 045, 973 
ak ee 33, 056, 824 23, 092, 864 56, 154, 688 
SE 5 ohn waits amina se ecnacumenbeaalastaeekescmie 3, 629, 143 2, 008, 172 5, 635, 315 
ee ret San es cial 1, 310, 828 845, 904 2, 175, 732 
i ht eS 13, 899, 519 8, 980, 348 22, 879, 867 
We MS ois bncd danckncvkweebddesa cbacunkeaesiouuen 7, 371, 985 8, 203, 728 15,5 75, 713 


See footnotes at end of table, p. 11. 
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Allotments to Siates, State matching requirements, and total Federal-State assist- 
ance for the construction of public elementary and secondary schcol facilities— 
Continued 








Federal 
allotment, State Total 
State fiscal year matching | Federal-State 


beginning jrequirement?| assistance’ 
July 1, 1959! | 











(1) (2) (3) (4) 

| >. to ee 
ee WS a dcticciddsctdedbneddnanusbddedinnaadeel $8, 713, 069 $4, 355, 535 $13, 069, 604 
i ae 11, 648, 730 10, 505, 568 22, 154, 298 
WyOmitg.....cciouwas Ldeadawivwaddiaimgcheetamdaaade 1, 055, 545 ‘903, 521 1,95 9, O56 
Otte Oi sist Bi eee Ce 13, 961, 918 | 6,980,959 | 20, 942, 877 
I link sie vs dhessdidh cae cise echelon hatedactb a dlcietaadceaaaiiaiada 326, 510 163, 255 489, 765 
UU THING. cinnkaccccdcccadessldsnchosdensdunspiwenewines 13, 459, 456 6, 729, 728 20, 189, 184 
Pe I cic cnc tccdceatsbeetebneasabsigitanmmadcinias 175, 952 87, 976 263, 928 


1 Without adjustment for “effort index.” (According to sec. 6(a) of the bill, the effort index is not appli- 
cable during the Ist year that allotments are made.) 


2 Amount required from State or local funds to qualify for full Federal allotments. 

3 Sum of Federal allotment plus State matcbing requirement. 

4 For present purposes, includes the 50 States, the District of Columbia, Puerto Rieo, Guam, and the 
Virgin Islands. American Samoa and the Canal Zone are not covered by terms of the bill. 

§ Calculated on the basis of an allotment ratio of 0.25. This is an estimated value, based on the known 
high dollar-income per capita of Alaska, 


The reported bill fully recognizes and insists upon continued local 


control of American public education. The legislation specifically 
declares that— 


in the administration of this act, no department, agency, 
officer, or employee of the United States shall exercise any 
direction, supervision, or control over the policy determina- 
tion, personnel, curriculum, program of instruction, or the 
administration or operation of any school or school ‘syst em. 


The committee has seen to it, moreover, that the bill puts the barest 
minimum requirements on the States and localities in their applica- 
tions for funds and will allow them to carry on their own type of 
school administration, construction, and financing without Federal 
interference. 

The allotment of Federal funds under the reported bill follows an 
equalization formula which takes into account the particularly diffi- 
cult school construction problems of both the States with low incomes 
and the States with a large number of children. 

This is done by providing for the allotment of funds among the 
States on the basis of relative school-age population weighted by 
relative income per school-age child. 

The bill’s method of allotment also takes into account the fiscal 
effort that the State makes for school purposes. If a State in the 
second year of the program falls below the national average both in 
the proportion of its income devoted to education and its dollar 
expenditures per pupil, it will lose allotment funds. ‘Thus the bill 
provides assistance where it is most needed but insists, in accordance 
with the basic purposes of the legislation, that the States continue to 
make reasonable efforts in this area of their primary responsibility. 

Matching by the State and localities varies in accordance with the 
State’s relative income per child of school age. The Federal siare 
for a State could not be more than 66% percent or less than 334 per- 
cent. For example, a State with high income and a low number of 
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school-age children pays a higher proportionate share than a State 
with low income and a large number of school-age children. The 
States are given the leeway within their borders to vary project 
matching. However, at any one time, the amount received for the 
project in question, plus the amounts previously received for other 
projects within the State, must not exceed the Federal share for the 
State. 

The matching by the State or local community can be done in the 
following manner: 

The State can, of course, match the entire amount with its own re- 
sources. Some States may be able to meet their matching obligations 
out of current revenues, or they may choose to issue a State bond 
issue for that purpose. 

If the State decides on matching funds at the local level, it will 
simply allocate the money to the local districts on the condition that 
they raise the matching funds. 

The local district will also have the option of either meeting its 
obligations from current revenues or a sinking fund, or issuing school 
construction bonds. 

For those who say that it will be difficult for States and localities 
to raise these revenues, the committee points to the issuance of bonds 
at the State and local level during 1957 and 1958. In both years 
considerably more than $2 billion worth of bonds were issued. The 
table below shows the amount issued in each State in 1958. In only 
4 States were less bonds sold than would be required to match the 
Federal grant in S. 8, as amended. 


TaBueE II.—School bonds sold during 1958 to finance construction of public elementary 
and secondary schools 























State Amount Number State Amount Number 
of issues of issues 
O_o a | | 
Alabama $9, 558, 000 ¥ TS iE ek cies $11, 150, 000 4 
Alaska... é 2, 868, 000 New Hampshire... 3, 006, 000 9 
Arizona _- 16, 296, 000 3h 5 || New Jersey_....... 116, 510, 000 129 
Arkansas. - : 45, 000 1 |} New Mexico. .-......... 8, 437, 000 15 
RUE Cdcictnecint cages 342, 938, 000 yeh, A. See 372, 547, 000 184 
RO 6 cid ctecdange 24, 260, 000 22 || North Carolina......... 53, 249, 000 21 
Connecticut............ 78, 214, 000 62 || North Dakota.......... 1, 423, 000 9 
eee 3655510. k 30, 045, 000 Ee Te Ms snk cee harcbiedeel 101, 628, 000 148 
Di Sin with veeiactiees 33, 046, 000 SS Tl ORIRROMG.... .ncnqctccccs 23, 363, 000 113 
OS ons oa sedans 13, 334, 000 17 SOG. c.nrecentbicnsie 13, 748, 000 54 
ra al icetininrcee 4, 030, 000 8 || Pennsylvania. _-......- 115, 942, 000 122 
PO oa cccskesciecsiensase 101, 953, 000 142 |} Rhode Island__.......-- 13, 465, 000 18 
(CS ERS eee te 35, 205, 000 94 || South Carolina_........ 22, 420, 000 6 
ite a icngle | 22, 244, 000 50 || South Dakota-_-........ 1, 175, 000 13 
PMN esi inane | 20, 970, 000 43 || Tennessee. ............. 27, 150, 000 31 
MEIN oa et cane 18, 193, 000 51 PO ed cid ack ids 97, 391, 000 181 
NS eae 62, 803, 000 SE Th Wn nincockoscceseses 12, 215, 000 y 
PNR Se ss ciccead 2, 110, 000 Bi NG cc dt ccs 2, 928, 000 10 
I a ls 63, 066, 000 eth EL. - ar iemackompaen 26, 736, 000 19 
Massachusetts.......--- 52, 946, 000 72 || Washineton--..........- 22, 623, 000 70 
ORD. eetacucncaneme 121, 431, 000 142 || West Virginia.......... 1, 000, 000 l 
IN icine 54, 661, 000 116 || Wisconsin.............. 54, 763, 000 71 
DENS, oe. 3 36, 288, 000 34 || Wyoming._........-... 6, 652, 000 15 
DEN ep ececdeaawnne 39, 698, 900 be . reiaiae es 5, 000, 000 1 
NI ee nin meanaits 5, 731, 000 33 || -_-—_ 
PRONIOUUR dsc chceecane 8, 004, 000 32 | i iemtauncbns | 2, 314, 45 58, 000 | 2, 813 








The committee was convinced that it is preferable to adopt an 
emergency temporary grant program for school construction because 
this approach g cives the maximum results for the funds expended with 
minimum Federal involvement and cost. A substitute proposal to 
finance bonds for school construction with the Federal Government 
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paying about one-half of the interest and principal on a long-term basis 
was considered and rejected by the committee because (1) it was 
costly due to excessive payments of interest; (2) it would involve the 
Federal Government in the local education scene for a lengthy period 
of time; and (3) it set conditions calling for changes in State and local 
laws and methods of financing in the majority of the States. 

The proposal to issue $4 billion worth of school construction bonds 
at the extremely conservative interest rate of 3 percent over 25 years 
would call for an expenditure of 2,858 million Federal dollars. More- 
over, $858 million of this sum would be for interest payments alone, 
only $142 million less than the total cost to the Federal Government of 
S. 8. If these bonds carry the 314 or 4-percent interest rate, the total 
interest cost would be more than the entire cost of S.8. The following 
table shows the Federal costs in interest and principal at a 3-percent 
interest rate and at the more realistic rate of 3}4-percent and the pos- 
sible rate of 4 percent. 


Tas e III.—Debt service costs to the Federal Government (% principal and interest) 
on school construction bond issue } 


Face amount | Federal pay- | Federal pay- | Total Federal 


Interest rate of bonds ment for ment for payments 
principal interest 
SN saisidincaccntescceacecanenee $4, 000, 000, 000 | $2, 000, 000, 000 $858, 000,000 | $2, 858, 000, 000 
NING a ion ceccdcncbtsasenncacmnced 4, 000, 000,000 | 2,000, 000, 000 1, 018, 000, 000 018, 000, 009 


3,0 
BOI ossco<astoentnOnabceecenanes 4, 000, 000,000 | 2,000,000,000 | 1, 182, 000, 000 3, 182, 009, 009 
1 25-year bonds, level payment basis, compounded semiannually. 


The reported bill, on the other hand, is a straightforward 2-year 
grant program which provides that Federal funds immediately be- 
come State funds upon the sole condition that they be matched by 
the State and are used only for the school construction purposes 
specified in the act. Thus, Federal funds in the committee bill go 

irectly and in toto to the hard-pressed local communities rather than, 
in substantial part, to the banking community. 

It seems clear, moreover, that the proposals which require the 
creation of Federal commitments extending over a span of 25 to 30 
years carry the danger of Federal control whereas the grant system 
used in the committee bill clearly does not. This point was empha- 
sized by Hon. Marion B. Folsom, 2 years ago, in 1957 when, as 
Secretary of the Department of Health, Education, and Welfare, 
he appeared before the Committee on Education and Labor in the 
House in support of a grant program very much like the one author- 
ized by the committee bill. 

Mr. Folsom said: 


The opponents of Federal assistance have renewed the old 
argument that this program somehow would lead to Federal 
control and domination of education in this country. There 
is no sound or justifiable basis for this contention. All that 
is proposed here is that Federal funds be allotted to the 
States over the next 4 years, to be administered by the 
States in helping financially hard-pressed communities pro- 
vide bricks and mortar for more schools. But the important 
point is that once the schools have been built, the local 
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authorities would take title to the building and the Federal 
Government would have no contact or connection whatso- 
ever with the operation of the schools. 


Perhaps the greatest shortcoming in the debt service proposal 
offered to the committee was the action needed at the State level if 
the majority of the States were to participate. Few States would be 
able to provide the guarantee required under the program without a 
referendum or constitutional amendment. Present constitutional 
provisions in most of the States require that before such guarantees 
are issued, they must be approved through the referendum or amend- 
ment process. 

The same obstacles would be presented were the States govern- 
ments to borrow money to participate in the proposed substitute. 

The table below details the constitutional provisions in each State. 
Only 11 States would be able to take advantage of the proposed sub- 
Te without going through cumbersome electoral process. 

. No constitutional prohibition.—The constitutions of the following 
fines either do not limit the power of the State to borrow money, or 
permit borrowing for school construction by special legislative action: 






























California Massachusetts Ohio 
Connecticut Michigan ‘Tennessee 
Delaware Mississippi Vermont 
Maryland New Hampshire 


2. Referendum required.—Except for borrowing for limited purposes 
(not including school construction), the constitutions of the following 
States require that borrowing by the State, or borrowing above a 
certain amount, be submitted to the people for their approval: 


Alaska Maine Rhode Island 
Arkansas Montana South Carolina 
Idaho New Jersey Virginia 
Illinois New Mexico Washington 
Iowa New York Wyoming 
Kansa North Carolina 

aed KY Oklahoma 


3. Constitutional amendment required.—Except for borrowing for 
very limited purposes (not including school construction) or of 
amounts so small as to make it almost certain the authority has been 
exhausted for all practical purposes, the constitutions of the following 
States prohibit borrowing by the State: 


Alabama Minnesota South Dakota 
Arizona Missouri Texas 
Colorado Nebraska Utah 

Florida Nevada West Virginia 
Georgia North Dakota Wisconsin 
Indiana Oregon (Hawaii) 
Louisiana Pennsylvania 





SECTION-BY-SECTION ANALYSIS 





S. 8 is reported with an amendment which strikes out everything 
after the enac ting clause, amends the title and inserts in lieu thereof 
anew text. The following is an analysis of the committee substitute: 
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Section 1. Short title 


This section provides that it may be cited as the “School Construc- 
tion Assistance Act of 1959.” 


Section 2. Declaration of purpose 


This section declares that it is the purpose of the bill to provide for 
a 2-year program of Federal grants to the States to assist them in 
constructing urgently needed public elementary and secondary school 
facilities in local communities. 
Section 3. Assurance against Federal interference in schools 


This section provides that in the administration of the act, no 
department, agency, officer, or employee of the United States shall 
exercise any direction, supervision, or control over the policy deter- 
mination, personnel, curriculum, program of instruction, or the 
administration or operation of any school or school system. 


Section 4. Appropriations authorized 
This section authorizes appropriations of up to $500 million a year 


for making payments to State education agencies for fiscal years 1960 
and 1961. 


Section 5. Allotments and payments to States 

Subsection (a) provides that the funds appropriated in any year 
would be allotted among the States on the basis of relative school-age 
population as weighted by relative income per school-age child. These 
allotments would be subject to the effort for school purposes of the 
respective State (effort index) after the first year of the program. 

The U.S. Commissioner of Education would allot to each State an 
amount which bears the same ratio to the funds appropriated for the 
year as the product of (1) the State’s school-age population multiplied 
by (2) the State’s allotment ratio, bears to the sum of the corresponding 
products for all the States. 

Subsection (b) provides the definitions of the terms used in subsec- 
tion (a). A State’s allotment ratio would vary inversely with the 
ratio which exists between the income per child of school age for the 
State and the income per child of school age for all the States, with 
the ratio for a State at the national average being 0.50. In no case 
would an allotment ratio for a State be less than 0.25 or more than 
0.75. The allotment ratio for Puerto Rico, Guam, and the Virgin 
Islands would be set at 0.75. 

The income per child of school age for any State would be the total 
personal income for the State divided by the number of school-ave 
children in the State. The income per child of school age for all the 
States would be similarly computed. Puerto Rico, Guam, and the 
Virgin Islands would be excluded from these computations inasmuch 
as their allotment ratios are specified. 

Subsection (c) provides that as soon as possible after appropriated 
amounts are available for payment the Commissioner shall pay each 
State which has submitted a proper application the amount allotted 
to it subject to any adjustments or reallotments made under the 
effort index provided for in section 6. 
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Section 6. Maintenance of State and local support for school financing 
(effort index) 
This section provides that for the second year of the program, the 
allotment of any State would be reduced by the percentage (if any) 
that the State’s school-effort index is less than the national school- 
effort index. The total of the reductions would be reapportioned 
among the States not subject to such reductions by increasing propor- 
tionately the sum of the amounts originally apportioned to them for 
the year. 

The State index would be deemed equal to the national index in the 
case of (1) Puerto Rico, the Virgin Islands, Guam, and the District 
of Columbia and (2) any State whose expenditures per public school 
child in average daily attendance were not less than those for all the 
States. 

A State’s school-effort index would be determined on the basis of 
the ratio of school expenditures per public schoolchild in average 
daily attendance to the State’s income per child of school age. The 
national school-effort index would be based on comparable figures for 
all the States (excluding Puerto Rico, the Virgin Islands, and the 
District of Columbia). 

The school expenditures are expenditures by the States and sub- 
divisions for elementary and secondary education made from funds 
derived from State and local sources as determined by the Commis- 
sioner of Education for the most recent school year for which satis- 
factory data from the States are available to him. The number of 
children in average daily attendance would be similarly determined. 

The income per child of school age for any State and for all the 
States (mentioned above) would be determined on the basis of data 
for the most recent year for which satisfactory data are available from 
the Department of Commerce. 


Section 7. State applications 


A State education agency which desires to receive an allotment and 
oo under this program must submit to the Commissioner of 
ducation an application which (a) provides assurance that the State 
education agency will be the sole administering agency for the funds 
received; (b) sets forth procedures to insure that funds will be allocated 
among projects within the States so that priority is given to local 
education agencies, which, in the judgment of the State education 
agency, have the greatest need for additional school facilities and 
which are least able to finance the cost of needed school facilities; (c) 
rovides assurance that every applicant whose application for funds 
s denied will be given an opportunity for a hearing before the State 
education agency; (d) sets forth procedures for such fiscal control as 
may be necessary to assure proper distribution of funds under this act. 
When a State agency has exclusive responsibility for the financing 
of the construction of schools, the Commissioner may modify or make 
inapplicable the provisions of this section to the extent he deems such 


action appropriate because of such special governmental and school 
organization of the State. 


Section 8. Matching by States and local communities 
This section provides that a State education agency may allocate 
funds received under this act to a project only if this amount plus any 


other amounts previously allocated under the program does not exceed 
the Federal share for such State of the sum of (1) the cost of construct- 
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ing the project in question and (2) the total cost of constructing the 
projects for which such other allocations have been made. The State 
education agency must also determine that the cost of constructing 
the project in question will be paid out of funds other than those they 
received under Public Law 815, 81st Congress, as amended (relating 
to Federal financial aid for school construction in federally affected 
areas). 

The “Federal share” for any State would be the allotment ratio for 
such State, but it could not be less than 0.334 nor more than 0.66%. 


Section 9. Period for use of funds and certification by States 


Subsection (a) provides that when funds are received under this act 
by the State they shall be deemed to be State funds to be distributed 
and expended not later than the end of the following fiscal year. 

Subsection (b) provides that prior to the termination of such fol- 
lowing fiscal year each State education agency receiving funds under 
this program is to (1) certify to the Commissioner the amount of such 
funds received which have been so distributed and expended, and 
(2) pay to him any amount of these funds which have not been so 
expended. 

Subsection (c) provides that any funds paid back to the Commis- 
sioner shall be reallotted during the next fiscal year. 


Section 10. Labor standards 


A State education agency must give adequate assurance to the 
Commissioner that all laborers and mechanics employed by con- 
tractors or subcontractors who work on school construction financed 
under this act will be paid wages at rates not less than those prevailing 
on similar construction in the locality as determined by the Davis- 
Bacon Act. 

In respect to labor standards for the performance of work as specified 
above the Secretary of Labor shall act in accord with Reorganization 
Plan No. 14 of 1950 and section 2 of the act of June 13, 1954. 


Section 11. Definitions 
This section defines the terms ‘‘Commissioner,” “State,” “State 


education agency,” “local education agency,” “school facilities,’’ 
“‘construct,”’ “constructing, ” and ‘‘construction.” 

The term ‘‘State” includes Puerto Rico, Guam, the Virgin Islands, 
and the District of Columbia, unless otherwise designated i in the act. 

The term “school facilities” is defined so that Federal assistance 
would be used to provide classrooms and related facilities for education 
in a State which is provided by a school district for elementary or 
secondary education at public expense and under public supervision 
and direction. This lech furniture, equipment, machinery, utili- 
ties, and instructional materials (other than textbooks). The term 
‘instructional materials’ would include, among other things, audio- 
visual equipment, films, film strips, and reference works for school 
libraries. It also includes interests in land including site, grading, 
and improvement. It does not include, however, athletic stadiums, 
or structures, or facilities intended primarily for events for which 
admission is to be charged. 

The terms ‘construct,’ “constructing,” and “construction” include 
the preparation of drawings and specifications for school facilities; 
erecting; building, acquiring, altering, remodeling, improving, or ex- 
tending school facilities; and the inspection ond supervision of the 
construction of school facilities. 


59006°—59 S. Rept., 86-1, vol. 6——52 








MINORITY VIEWS 


I am firmly opposed to the passage of this legislation for the following 
reasons: 

1. Federal aid to the States for the construction of elementary and 
secondary schools is not only unnecessary, but establishes a dangerous 
precedent which could sau lead to the transference of the respon- 
sibility for education of our children from the local community where 
it properly belongs to the Federal Government far removed in 
Washington. 

2. This bill operates from the false premise that not a single State 
of the Union is able to build the schools necessary to house its school 
children and, therefore, it is absolutely essential that the Federal 
Government give aid to each and every State for the construction of 
school buildings. 

3. This bill, in parceling out Federal money to every State of the 
Union, omits any provision guarantying that the money which will 
be appropriated under this legislation will actually build schoolrooms 
where they are most needed. 

Durimg the past 5 years, the Senate Labor and Public Welfare 
Committee has held many days of hearings on bills which would 
provide Federal aid to the States for the construction of schools. 
And yet, there has never been one State school officer, when closely 
questioned by members of the committee, who admitted that his 
State could not adequately take care of its own classroom shortage. 
This point is well illustrated by the fact that during the past 10 
years, 500,000 classrooms have been built in the United States, 
71,600 alone in the school year 1957-58. As evidence by recent 
sales of school bonds, there is every reason to believe that this record 
rate of classroom construction will continue. It is obvious that the 
States and the local communities are doing an excellent job in main- 
taining the pace required to house adequately our growing school- 
age population and they are doing this job without the help of the 
Federal Government. It is also obvious that the States and local 
communities can continue to meet their school building requirements 
without any assistance whatsoever from the Federal Government. 

No one who is acquainted with the operation of the various Federal 

ant-in-aid programs enacted in the past quarter of a century can 

ave any doubt that once such a program is enacted, it soon becomes 
permanent, even though enacted as a temporary measure. If en- 
acted, this legislation will not end in 2 years as now proposed, but 
will be repeatedly extended until it too becomes a permanent statute 
requiring ever-increasing Federal spending. 

Thus, the more money that is pumped into the States and local 
school districts by the Federal Government, the less money the States 
and local school districts will be required to spend to maintain their 
school systems. Inevitably, such a situation spawns neglect and lack 
of interest at the local level. The net result is that the Federal Gov- 
ernment will be required to take over more and more the responsi- 
bility of running the schools of this Nation. 
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One provision of this legislation is entitled ‘Assurance Against 
Federal Interference in Schools.” Apparently this provisien was 
inserted in the bill to allay any fears about the Federal Government 
in any way taking over control of the local school system. I believe 
that where the Federal Government has appropriated and allocated 
vast sums of money for a particular project, then it has a right and 
even a duty to exercise some degree of control over the manner in 
which such money is being expended. 

As drafted, this legislation assumes that every State needs Federal 
aid in order to build its schoolrooms. In addition, the allotment 
formula contained in the bill is weighted so as to give the so-called 
“poor” States a much greater amount proportionately than is given 
to the so-called ‘“‘rich” States, the assumption being that the ‘“‘poor” 
States have a much greater shortage of classrooms. Yet no evidence 
was presented to the committee to support such an assumption. 
For example, Connecticut would receive about $3 million of Federal 
money while South Carolina, with approximately the same population, 
would receive $1234 million or more than four times the Donates 
amount. If it is true that the ‘‘poor” States have more of a class- 
room shortage than the “‘rich’’ States and do not have the financial 
ability to overcome this shortage, then why give any Federal money 
to the “rich” States which are in a position to take care of their own 
building needs? 

The proponents of this legislation assert that they wish to relieve 
the classroom shortage in this country. In order to assure that their 
stated objective is reached, it appears logical to me that legislation 
to carry out this objective should be based on the proposition that 
Federal money oak go to those States and local school districts 
which have a demonstrated shortage of classrooms and a demon- 
strated financial inability to overcome this classroom shortage. The 
legislation which this committee has approved patently fails to carry 
out this objective. 

There are several important questions which should be raised when 
the matter of Federal aid to schools is considered—one relating to 
aid to private schools and the other, aid to States which are continuing 
to operate segregated school systems in violation of the Supreme Court 
decision. I believe these issues are extremely important and should 
have been discussed fully before the committee voted out this bill 
However, they were never aired during the hearings and although I 
raised both points during the executive committee meeting, they were 
passed over without comment. It is my intention, therefore, to bring 
up these questions for discussion during floor debate on this legislation. 


Barry GOLDWATER. 












SUPPLEMENTAL VIEWS OF SENATORS COOPER 
AND JAVITS 


We concur in the view that improving the quality of education is 
essential to meet the needs of the country and all its youth, and that 
Federal assistance to the States for school construction is a minimum 
requirement at this time. 

While supporting the committee bill when our own bill, offered 
before the Subcommittee on Education and the full committee, was 
not adopted, we believe our proposal, introduced as S. 2637, has a far 
better chance of being adopted by the Congress and becoming law. 
We will offer our bill as an amendment in the nature of a substitute 
for S. 8, so that it may be available to all who are interested in school 
construction assistance for districts which could not otherwise provide 
adequate educational facilities. 

Our reasons for urging the adoption of this alternative plan may 
be outlined briefly as follows: 

First, our bill would provide for the construction of twice as many 
classrooms as the committee bill (approximately 100,000 classrooms 
in 4 years at the average cost of $40,000 as estimated by the Office of 
Education) and would more nearly meet the admitted classroom 
shortage of 140,000 schoolrooms. 

Second, our bill would stretch out the payments for the 4-year pro- 
gram of Federal assistance to school construction in needy areas, and 
would not require large annual appropriations or result in large charges 
against the Treasury at a time of heavy defense requirements. Essen- 
tially, it is a guarantee by the Federal Government to help meet the 
annual principal and interest payments on local school bonds. ‘There- 
fore, through annual grants over a period of 20 to 30 years, it would 
help pay for the schools while they are being used. 

Third, it would make it possible for the States to spread out their 
assistance to school construction in needy districts, making the cost 
of the needed classrooms bearable by both the State and Federal 
Governments. We believe that the committee bill fails to take into 
account the burden its billion-dollar matching requirement in 2 years 
would impose on the States or local districts, which we doubt the 
neediest States and districts could meet. Under the committee pro- 
posal, the less fortunate areas and those now most in need of new 
schools might well be passed over for districts which could raise the 
entire local matching requirement in 2 years, and in that event the 
plan could subsidize construction which might be accomplished with- 
out Federal assistance. Our bill is designed to build schools in the 
— of greatest need, which otherwise cannot meet their classroom 
needs. 

Fourth, while our bill follows the method of Federal assistance in 
financing school construction for needy districts recommended by 
Secretary of Health, Education, and Welfare Arthur S. Flemming, 
it makes special provision for districts up against a debt limitation, 
a central problem which the administration bill did not reach. Under 
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our bill, needy districts which have no funds, and are unable to issue 
school bonds, would receive construction grants for the Federal share 
of the cost similar to those offered all districts under the committee 
bill. The difference is that these grants would apply to far fewer 
projects (an estimated one-fourth of the needy districts). They 
would not add to’the total cost of the program, for if the debt limi- 
tation were not removed and school bonds issued so that the Treasury 
could be repaid this advance as the district joins the regular program, 
the State’s allocation would be proportionately reduced and other 
projects in the State postponed. 

Finally, and of great importance, our bill provides a specific incen- 
tive, for the first time in a construction bill we believe, for the States 
to increase their efforts to raise teachers’ salaries. It would do so by 
offering more favorable Federal matching to States which are already 
spending more for teachers’ salaries (in relation to their income and 
considering the national average), or which increase teachers’ salaries. 
This, we feel, would not only encourage efforts to raise salaries, but 
would insure that the school construction program would not drain 
away State funds which could be used for salaries. In addition, the 
reasonable annual cost to the State and Federal Governments under 
our bill would enable continued progress of efforts to improve teachers’ 
salaries in most States. It should be noted that our bill allocates 
school construction among the States by a formula identical to that 
in the committee bill. After the amount of construction programed 
for each State is allocated, however, the proportions of Federal-State 
matching would depend on a “teacher salary support index.” Since 
this matching ratio would apply to the annual grants to help pay 
principal and interest on the school bonds, and would be recomputed 
yearly, we believe it would provide a long-range and continuing 
incentive for better teachers’ salaries. 

We think our bill provides for a program of school construction in 
needy areas which can be enacted by the Congress. We believe it 
would enable the Federal Government to undertake a necessary aid- 
to-education program within sound budgetary limits. 

JOHN SHERMAN Cooper, Kentucky. 
Jacos K. Javirs, New York. 





INDIVIDUAL VIEWS OF SENATOR PROUTY 


When S. 8 was considered by the Labor and Public Welfare Com- 
mittee, I voted “present”? on the motion to report the bill to the 
Senate. 

I voted this way because I am opposed to playing ‘‘pin the tail on 
the donkey” with one of the most pressing problems of our time— 
the need for greater financial support for education. If the appendage 
affixed by the committee serves neither education nor the donkey I 
shall not be surprised. 

I refer, of course, to the fact that during all of this legislative year 
the full Committee on Labor and Public Welfare devoted but 1 hour 
to the question of Federal assistance to the States for elementary and 
secondary schools. During those 60 minutes full committee consid- 
eration was limited to a discussion of S. 8 and no alternatives to this 
bill, other than a substitute offered by Senators Cooper and Javits, 
were considered. Totally ignored were several measures, including 
the administration’s pills, on which t testimony was taken. These 
include S. 2, S. 631, S. 816, S. 863, 8S. 877,58 . 1016, and S. 1088. 

The Subcommittee on Education between February 4 and April 15 
had hearings on these bills to give Federal assistance to the State for 
education. The hearings occupied the time of the subcommittee on 
12 different days and the testimony taken covered 528 pages. The 
subeommittee did not participate in any lengthy consideration of 
education problems, having met only twice in executive session, and 
on the second occasion reported S. 8 to the full committee. 

Such peremptory treatment will not enable Congress to solve the 
basic policy questions which must be solved before we can make any 
headway in meeting the burdens of universal education. 

There is wide disagreement among legislators and among the Ameri- 
can people over the answers to such questions as— 

Which level of government should provide the badly needed 
funds—local, State, or Federal? 

Is the preemption of revenue sources by the National Govern- 
ment limiting the capabilities of the States to meet classroom 
shortagas and develop adequate educational systems? 

What kind of taxes should be used to provide the additional 
financial support needed for the Nation’s schools? 

Should the Federal Government increase its contribution to 
the support of education? If so, to what extent and in what 
form should the assistance be provided? 

We have now reached the closing days of the first session of the 86th 
Congress and the committee has agreed to report the “1 hour’ bill. 
This action was apparently taken upon the theory that a compromise 
measure can be approved by the Congress before the first session closes. 

I do not share this view. I say this because of the fact that Federal 
aid to education has been the subject of public controversy for almost 
a century. 

Several hundred bills to authorize Federal financial assistance of one 
kind or another for the support of elementary and secondary schools 
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have been before the Congress over the period between 1871 and 1949. 
The House passed a bill providing Federal aid to schools in 1872. The 
Senate approved similar bills in 1884, 1886, 1888, 1948, and 1949. 
None of these measures was acted upon by the other House. After 
1949 attention shifted to Federal-aid to school construction. In the 
84th Congress a compromise bill was perfected, but it was defeated in 
the House on July 5, 1956, and the Senate took no action on education 
bills in 1956. In the 85th Congress, the President resubmitted a pro- 
gram for Federal assistance to school construction. A different bill 
agreed upon by the House Committee on Education and Labor failed 
to pass by a vote of 208 to 203 in favor of a motion to strike the enact- 
ing clause on July 25, 1957. In the 2d session of the 85th Congress, 
subsequent to the appearance of the Soviet sputniks, additional pro- 
posals were submitted and a compromise bill authorizing Federal ex- 
penditures for certain limited programs to aid science, mathematics 
teaching, guidance, and counseling in high schools and similar pro- 
grams was enacted as the National Defense Education Act of 1958 on 
the last day of the session. 

I think it is unlikely that a school construction bill will be enacted 
in this session, or any other session, unless it embodies policies that 
will make it possible for the necessary funds to flow from where they 
are earned to the thousands of school districts where the children are. 
I think it unlikely also that legislation of this nature will be enacted 
unless it contains the following principles which have been enumerated 
by the able Robert Heller and others— 

1. Should provide encouragement to improve the schools both 
because of the financial incentives and the implied expression by 
the Federal Government that education should be considered a 
preferential service for the Nation’s welfare. 

2. Should provide financial assistance only for improvements 
made, rather than providing encouragement to refrain from im- 
proving with the hope that someone else will assume the responsi- 
bility. 

3. Should require positive action at local or State level in 
order to make the proposal operative. In other words, benefits 
should be available only if school districts or States take the 
initiative to increase school support. 

4. Should be of greater financial assistance to less wealthy 
individuals and therefore less wealthy States. 

5. Should pose no threat to State control of education. 

6. Must not present any opportunity for standardization or 
regimentation of education. 

7. Should require no administrative decisions regarding an 
equitable manner of distributing funds. 

8. Should avoid all social entanglements. 

9. Should not be incompatible with tax systems now in use 
at any level of government. 

10. While the proposal should provide local and State incentive 
it must contain features which would prevent spending from 
getting out of control. 

Whether S. 8, the bill reported by the full committee, meets these 
objectives it is difficult to determine because so little consideration 
was given to it by the full committee. 

Winston L. Provury. 












SUPPLEMENTAL VIEWS OF SENATOR WAYNE MORSE 


I concur with the views of the majority as far as they go. But 
they do not go nearly so far in providing financial support for educa- 
tion at the elementary and secondary levels as the evidence before the 
committee shows to be needed. 

In particular, | am disappointed that no assistance for teachers’ 
salaries is allowed. ‘There is no luxury of classroom facility which will 
compensate for the lack of a competent and qualified teacher. There 
is no substitute for adequate salaries in the retention of good teachers 
and the attraction of young men and women into the profession. I 
shall offer an amendment to extend Federal funds for salaries, as well 
as for construction. 

I am also disappointed with the short duration of the program. As 
with salaries, the testimony on the need for long-range Federal 
financial assistance is voluminous. As long ago as the hearings on 
the National Defense Education Act, witness after witness stressed 
the increasing importance of substantial amounts of Federal funds 
for education at the elementary and secondary levels. 

It is clear from volume after volume of hearings before the 
education subcommittee that a temporary program for construction 
is but a drop in the bucket of our educational needs. If we are to 
meet our responsibility for a sound education system in America, 
Congress must go further, faster. 

We should remain in session this year to take up the committee bill 
and the amendments which will be proposed. The Nation has no 
more vital interest than the soundness of its education system. When 
the Senate committee having jurisdiction over it finds our schools to 
be greatly in need of emergency aid, the Congress has a clear duty to 
take up the matter promptly. 

To adjourn the Congress and let the plight of our schools go over 
for another year without action, is to cheat our young people, and in 
effect, to cheat the entire Nation. 

Our national security calls for a Federal aid to education law based 
on the Murray-Metcalf bill, and it calls for it now, not 1, 2, 3 or 
more years from now. Our economic welfare calls for it. We 
cannot keep ahead of Russia in manpower, but had surely better 
keep ahead of Russia in brainpower if we are to leave a heritage 
of freedom to future generations of American boys and girls. 

It is my plea that Congress remain in session this fall until we pass 
an adequate Federal aid to education bill. 

Wayne Morsz. 
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AUTHORIZING THE SECRETARY OF THE ARMY TO CREDIT 
EQUIPMENT INSTALLATION COSTS AGAINST RENTAL UNDER 
LEASE TO UNION TOWNSHIP OF LA PORTE COUNTY, IND. 


SEPTEMBER 12 (legislative day, SepremBer 5), 1958.—Ordered to be printed 


Mr. Russet, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany S. 2655] 


The Committee on Armed Services, to whom was referred the bill 
(S. 2655) to authorize the Secretary of the Army to lease a portion of 
the Kingsbury Ordnance Plant at Kingsford Heights, Ind., to Union 
Township of La Porte County, Ind., reports favorably thereon with 
amendments and recommends that the bill, as amended, do pass. 


AMENDMENTS 


Strike out all after the enacting clause and insert an amendment in 
the nature of a substitute. 
Amend the title appropriately. 


PURPOSE OF THE BILL 


This bill, as amended, would authorize the Secretary of the Army 
to credit against rental of military property at Kingsford Heights, 
Ind., the reasonable costs incurred by the lessee for the installation 
of a new boiler and heating system in the property leased. 


EXPLANATION 


In September of 1958 an elementary school at Kingsford Heights, 
Ind., was destroyed by fire. This school was attended largely by 
children whose families had moved in this area to work at the Kings- 
bury Ordnance Plant, a defense facility. 

After the fire, the local officials subleased idle space at the plant 
from the American Safety Razor Products Corp., the operator of the 
plant for the Department of the Army. The defense contract be- 
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EQUIPMENT INSTALLATION COSTS, LA PORTE COUNTY, IND. 


tween the American Safety Razor Corp. and the Department of the 
Army was terminated in 1958. After the termination of this contract, 
the Department of the Army established the fair market rental of the 
property used for school purposes at $2,325 per year. Union Town- 
ship has been paying annual rental in this amount to the Department 
of the Army. 

To avoid the excessive costs that would result from operating the 
central-heating facility at the ordnance plant, Union Township has 
recently installed a new boiler and heating system for the space used 
for classrooms. The cost of this installation was about $2,500. Since 
this cost was incurred primarily for economy in the use of the class- 
rooms instead of for the convenience of the Government, the Depart- 
ment of the Army has considered that the cost of the installation 
was not justifiably an offset to the rental. 

Union Township now has a new elementary school under construc- 
tion and it seems unlikely that use of the ordnance facilities will be 
required beyond the current school year. After the township vacates 
the premises, the boiler and heating system will remain installed in the 
ordnance plant and will become the property of the Government. 
For this reason and also because the committee has recently reported 
two other measures, H.R. 2449 and H.R. 8315, that proposed to 
authorize rent-free leasing of military property for school purposes, 
this bill would permit an offset of the cost of installing a boiler and 
heating plant against the rental required under the existing lease. 








































COST 





The Government would not incur any cost because of this bill. A 
rental payment of $2,325 otherwise due would be waived but the 
newly installed boiler and heating system presumably enhance the 
value of the Government-owned property. 


DEPARTMENTAL RECOMMENDATION 





There has not been time to secure the views of the executive branch 
on this bill as introduced or on the committee amendments. In re- 
porting on H.R. 2449, a bill similar in purpose to S. 2655 as introduced, 
the Department of the Army indicated that the extent of Federal 
responsibility in providing school facilities is currently under consid- 
eration by the Congress, but that if available space at military in- 
stallations is to be furnished at no expense to the school district, the 
policy should be applied uniformly. Since the Government will own 
the recently installed boiler and heating system upon termination of 
the lease involved by this bill, the committee has acted favorably on 
the measure without having an official report from the Department 
of Defense. 
O 
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MONOPOLY AND TECHNOLOGICAL PROBLEMS IN THE 
SCRAP STEEL INDUSTRY 





OcrToBER 16, 1959.—Ordered to be printed 


Mr. Lone, from the Select Committee on Small Business, submitted 
the following 


REPORT 


SUMMARY OF MAJOR FINDINGS 


Your committee has been conducting a staff study of the problems 
of the scrap steel industry, which led to hearings on June 24, 1959, 
by the committee’s Monopoly Subcommittee, under the chairmanship 
of Senator Russell B. Long. 

The two problems which are oppressing the scrap steel industry are 
(a) the changing technology in the manufacture of steel and (6) the 
increasing concentration and control of the scrap industry by Luria 
Bros. & Co., Ine. 

The first problem is a major reduction of the percentage of scrap 
used in steelmaking owing to a recent technological development 
which consists of using large amounts of oxygen and permitting a 
larger percentage of ore in the melt. Hence, the recovery from the 
1958 recession has produced a smaller than expected recovery in the 
use and price of scrap. The long-term growth of the economy and 
the concomitant increase of steel output, however, could well offset 
or mitigate the lower ratio of scrap use. 

Part of this problem is the major and increasing importance of 
low-cost iron ore imports to the steel economy. ‘This foreign ore 
obviously has a direct impact on the relative attractiveness of scrap 
as a proportion of the total charge in the open-hearth furnace. 

The second problem—and the one which lends itself to a solution, 
but which tends to be accelerated by the first—is the rapid postwar 
trend toward creation of a monopoly by Luria Bros. & Co. Luria, 
with sales of $500 million per year, including half the Nation’s export 
scrap business and nearly 40 percent of the domestic business, has 
grown 400 percent since the end of World War II. This huge busi- 
ness—one of the hundred largest American corporations—competes 
with an industry otherwise made up of small businessmen. Luria 
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uses a wide range of unhealthy practices designed to monopolize the 
industry: loans to, and purchase of, competitors; installation of 
multimillion-dollar “superyards’” ph sically located on steel mill 
property and bound to the mill by enihe sive dealing contracts; raidin 

of competitors’ personnel; punitive practices toward aggressive smal 
competitors; and complete domination of the major scrap trade 
association. There is thus a manifest threat to the freedom and 
vitality of the scrap industry. 

Among the factors leading to the quantitative control of the market, 
shown by concentration of sales, is the power of Luria (alone or in 
concert with others) (a) to control and fix prices, (b) to exclude 
newcomers, (c) eliminate competitors from regional, national, or 
foreign mi: irkets, and (d) to force competitors to sell to it, if the *y Wish 
to remain in business. 

Your committee believes that the Federal Trade Commission case 
against Luria and certain steel mills for unfair business practices, 
though sound, will not halt Luria’s rapid march to monopoly soon 
enough, and that criminal proceedings under section 2 of the Sherman 
Act, aimed at breaking up Luria’s national and regional monopolies, 
are needed. 

With considerable reluctance, your committee is constrained to 
observe that the testimony of Luria’s witness was calculated to mislead. 
The picture of Luria presented at the hearing by Mr. Myron L. Chase 
was false on the essential points. Mr. Chase testified, for example, 
that Luria had abandoned the practice of making loans to competitors, 
which statement was later proved false by his own admission; he 
omitted the major multi-million-dollar acquisition by Luria during 
the relevant period; and he attacked, with a false story, the credibility 
of a witness testifying against Luria. Long after the close of the hear- 
ings, Luria reversed, by affidavit, most of these and other misstate- 
ments. Nevertheless, the impression of Luria reaching your commit- 
tee and the public during the hearing was successfully slanted in 
Luria’s favor, at the expense of the facts. 

Your committee believes that the rapid trend to oxygen steel- 
making, reducing scrap demand below normal at this level of steel 
prosperity, aids the deliberate monopolistic practices and sensational 
growth toward monopoly by Luria Bros. By depressing smaller 
competitors, this trend permits further competitive gains by Luria. 
The time to halt and reverse Luria’a headlong strides toward complete 
monopoly is now; a possible method is a criminal proceeding for 
divestiture under the Sherman Act. 

In view of the dangerous monopoly which Luria is becoming, your 
committee makes the following major recommendations: The Anti- 
trust Division should conduct a thorough investigation (a) of Luria 
Bros. for possible prosecution under section 2 of the Sherman Act 
and other possible violations of the antiturst laws; and (b) of the 
Institute of Scrap Iron & Steel for its possible violations of the 
antitrust laws, as well as its use by Luria Bros. for Luria’s own 
aggrandizement. 




























INTRODUCTION 











The scrap industry has three levels. At the base, there is a large 
army of collectors, estimated at 150,000. They gather the supplies 
of scrap from basic sources throughout the country and bring them to 
the approximately 8,000 scrap dealers, who constitute the second level. 
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The dealer classifies and prepares the scrap to suit size and other 

requirements of the steel mills. His place of business mfay be confined 
to a fenced-in yard, one or two employees, and limited equipment. 
At the other extreme, he may occupy many acres of property, have 
several hundred employees and an investment exceeding $1 million 
in equipment, such as hydraulic compressing machines, alligator 
shears, cranes, trucks, torches, and material- handling equipment. 
Characteristically, the dealer sells through a relatively small number 
of wholesale distributors, known as brokers, who constitute the third 
level of the industry. The broker takes the orders, arranges for the 
delivery of the material at the mill by the dealer. Frequently the 
functions of the dealer and the broker are combined, a form of vertical 
integration. 

From a practical point of view, scrap is essential to the manufacture 
of steel. In the electric furnace, which produces about 8 percent = 
the steel in the United States, the charge of metallics, as a rule, 
100 percent scrap; in the open-hearth furnaces, which ‘produce cite 
90 percent * of steel, the average charge of metallics has historically 
been comprised of 50 percent pig iron ‘and 50 percent scrap. Of the 
scrap used, which constitutes about 50 percent of the total charge, 
one-half (25 percent of the total melt) is produced by and used at 
the steel plants, and is called home scrap. The remaining 25 percent 
is the part normally collected and processed by the scrap industry 
from two sources: (1) obsolescent scrap from homes, farms, auto- 
mobile wreckers, etc.; and (2) new industrial scrap which results as 
fallout from manufacturing operations. This new industrial scrap 
has become less readily available to the independent dealer, who for 
many years collected and processed it. It is now generally returned 
to the steel mills either directly or through the hands of a few major 
brokers, who, in effect, are acting as mill agents in this type of trans- 
action. This new industrial scrap, now largely denied to the scrap 
dealer, once constituted approximately half of the purchased scrap 
processed and sold by the dealer. The result is that now the opera- 
tions of the scrap steel dealer are confined to the obsolescent scrap 
which constitutes only 1244 percent of the total melt of metallics. 

A typical open-hearth melt can be broken down as follows: ? 


Total Melt in 
Open-Hearth 
Furnace 


100% 


25% 
Purchased 
Scrap 


1264 
Industrial Obsolescent 
Scrap Scrap 


1 These are 1957 figures and are taken from ‘‘Reprint from Bureau of Mines Minerals Yearbook, 1957, 
Chapter on Iron and Steel,”” by James C. O. Harris and J. Kay Myers. Table 1, p. 2. 
3 All percentages are of total melt. 
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To the extent that scrap is absent from the open-hearth furnace 
charge, it must be compensated for by molten pig iron from blast 
furnaces. 

For each ton of scrap used, the following is conserved: 

(a) 2 tons of iron ore; 
(b) 178 tons of coal; 
(c) % ton of limestone. 

These materials would have to be used to produce 1 equivalent ton 
of pig iron representing the other 50 percent of the charge that goes 
into the open hearth. 

Scrap steel is an important resource used in the manufacture of 
steel. It is different from ore in that it deteriorates if it is stored for 
long periods of time, thus representing a real economic waste and a 
social loss. 

The scrap steel industry is, by nature, a competitive industry for 
the following reasons: 

(a) The product itself can be considered relatively homogeneous. 
It is sold according to specified grades, and, in general, within the same 
grade one dealer’s scrap is not distinguishable from that of another. 

(6) There is a large number of dealers, none of whom (except 
Luria) has any power to control price. 

(c) Although working capital requirements are comparatively heavy, 
there has been relative ease of entry for newcomers. 

(d) There is no closed technology. Most dealers are technically 
capable of assembling and preparing scrap to fit the specifications of 
mills. There are no patents in the industry. Machinery is available 
to all. 

The present barriers to entry are the practices of the largest firm in 
the industry which are creating a tendency toward monopoly. 

The scrap industry does not operate under conditions of cost de- 
creasing with volume. Hence, there are no natural, compelling econ- 
omies in very large scale operation. This is not to say that the 
smallest companies are necessarily efficient. It merely means that 
once a firm becomes sufficiently large to use standard machinery to 
its fullest capacity, it has probably reached the optimum size for 
efficiency. Any market advantages secured by a very large company 
are due not to greater efficiency but to other advantages inherent in 
bigness, which result in favored positions with respect to suppliers 
and customers. 


PAST PROBLEMS OF THE SCRAP IRON AND STEEL INDUSTRY 


The relation of the U.S. Government to the scrap steel industry is 
unusual in American commercial history. While agencies of the 
executive branch of the Government have been established to enlarge 
markets for most American products, representatives of the Depart- 
ment of Commerce attempted to persuade foreign buyers of U.S. 
scrap to reduce their dependence on this source of steel in the short 
and long run. The Department of Commerce advocated the follow- 
ing steps by the foreign governments: 

‘a) To buy steel scrap some other place if possible; 
(6) To change existing equipment so less steel scrap would be 
needed abroad; 





PROBLEMS IN THE SCRAP STEEL INDUSTRY 2 


(c) To design new equipment so less steel scrap would be used; 
(d) To locate and develop other essential resources such as 
basic metallics and ores, coal su pply, and fuels.’ 

On several occasions in 1955 and early 1956, representatives of the 
steel and foundry industries protested to various committees of Con- 
gress and to the executive agencies about the large volume of scrap 
exported from the United States. These people were also armed with 
the “Battelle Report,” a report of a survey made by the Battelle 
Memorial Institute, for the Business and Defense Services Adminis- 
tration of the Department of Commerce. According to this report, 
based on certain speculative and unrealistic assumptions, there was 
a possibility of an impending shortage of heavy melting scrap. 

The ferrous scrap industry, on the other hand, denied a present or 
possible future shortage of scrap and opposed the proposals to have 
the Government place restrictions on its foreign markets in friendly 
countries. ; 

The result was inevitable. The overwhelming representation by 
the steel industry on the Industry Advisory Committee of the Secre- 
tary of Commerce, coupled with pressure from the steel mills over a 
period of many months and years,‘ brought about export controls, 
against the advice of the De ‘partment of the Interior and the Council 
of Economic Advisers. The irony of this decision was demonstrated 
by the representatives of five steel mills who, testifying before the 
Senate Small Business Committee on June 24, 1959, admitted unani- 
mously that they had been in error.’ 

Although the generally stated reason for export controls of scrap 
was, as can be expected, national defense, the true reason was stated 
by Mr. John C. Borton, the Director of Export Supply, Department 
of Commerce. When asked whether export controls were applied ‘“‘in 
the interest of national defense or in what interest?” he answered, 
“No; in the interest of preventing the inflationary impact of abnormal 
foreign demand.”’ ® 

The synthetic qualities of both the national defense and inflationary 
arguments are evidenced by the following facts: 

(a) There were no controls imposed on those commodities in which 
scrap was embodied. The value of exports of steel mill products in 
1957, for example, had risen to nearly three times that of serap. 

(6) Although the average annual increase in scrap prices was three 
times that of steel in the period of 1954-56, in the longer period of 
1947-57 the average annual increase in steel prices was three times 
that of scrap. 

The inevitable conclusion is that the steel mills were anxious to 
remove the competition for serap from foreign buyers, thus tending 
to keep prices from rising higher than they wanted to pay. 


PRESENT PROBLEMS OF THE SCRAP IRON AND STEEL INDUSTRY 


The problems of the scrap steel industry may be divided into two 
/ 


categories: (1) those arising from changing technology in the manu- 
facture of steel, which result in a decline in the serap ratio per ton 


3 “House Scrap Hearings,’”’ pt. I, pp. 5, 10, 11. 

4 House hearings, pt. Il, p. 368, testimony of John C. Borton, Director, Office of Export Supply, Depart- 
ment of Commerce 

5 U.S. Senate, Select Committee on Small Business, Subcommittee on Monopoly, “‘ Hearings on Tech- 
nological and Competitive Problems of Independent Scrap-Steel Dealers,’’ pp. 115, 131-146, 

6 House hearings, p. 366, testimony of John C. Borton. 
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produced; and (2) the increasing concentration and control of the 


scrap industry by one huge company, and domination of the leading 
scrap trade association by it. 


1, TECHNOLOGICAL CHANGES 


Technological and physical improvements in blast furnaces, coke 
ovens, and other facilities; improvements in the methods of producing 
coke, pig iron, and steel; the concentration and processing of iron ore 
and the processing of other raw materials, have brought about in- 
creases in the output of hot metal (i.e., pig iron) for open-hearth 
charges. 

The most significant practice in the recent history of steel manu- 
facturing consists of the use of large volumes of low-purity oxyger in 
the open-hearth furnace. This enables a change from the historic 
scrap-pig iron ratio to as little as 20 scrap-80 pig iron. Many steel 
companies have taken advantage of these developments and have thus 
decreased their use of scrap. Since the supply of home scrap will be 
unchanged, and since industrial scrap is generally preferred to obsoles- 
cent scrap, any overall reduction in scrap demand is, of course, sharply 
focused on obsolescent scrap. This means that to use a given amount 
of obsolescent scrap the steel mills will have to operate at a much 
higher rate than previously, as the experience of the past year has 
shown. Not all steel companies, however, have as yet adopted these 
processes. ‘The growth of the economy and the concomitant increase 
of steel output, on the other hand, could well offset the lower ratio of 
scrap use. 

United States Steel, as well as other companies, through increased 
ironmaking capacity and improvements in existing facilities and pro- 
duction methods, has been able during recent years to increase their 
production of hot metal in relation to their total metallics require- 
ments for steelmaking. The uncertainty of technological develop- 
ments in the steelmaking process, through direct reduction and other 
methods, would affect the reliability of any forecast of future uses of 
scrap 

Jones & Laughlin Steel Corp. states 7 that at no time during the past 
several years has the price of scrap been sufficiently low to make it 
economically attractive to use purchased scrap in lieu of blast furnace 
metal. At high levels of operation, however, insufficient internal 
coke production and material-handling problems have made it eco- 
nomical for this company to purchase external scrap rather than high- 
priced and variable quality coke to increase blast iomhes output. 

The quality and the uncertain cost of purchased scrap enter into 
the decision as to whether it is economical to purchase scrap in place 
of producing blast furnace metal. Obsolescent scrap offered for sale 
in the United States has sometimes been of undesirable quality. 
Alloy contamination from elements such as nickel, copper, and tin 
have created serious problems. This contamination problem can be 
avoided when blast furnace metal or industrial scrap is used in place 
of obsolescent scrap. 

When the charge in the steelmaking furnace is primarily blast 
furnace metal, the raw material costs can be predicted with reasonable 
accuracy. Scrap prices, however, fluctuate rather widely. Since 


1 Hearings, app. I, p. 158. 
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January 1, 1956, No. 1 Dealers’ Bundles (obsolescent scrap) at Pitts- 
burgh have fluctuated in price from more than $65 a gross ton to less 
than $33 a gross ton. ‘Therefore, to the extent that purchased scrap 
is used in the manufacture of steel, it is more difficult to predict raw 
material costs. 

Another problem for the domestic scrap industry is the increase in 
imports of iron ore from outside the United States. Before World 
War II the United States was largely self-sufficient in iron ore. The 
volume of imports was small and exports were even smaller; net imports 
(imports minus exports) accounted for less than 3 percent of total iron 
ore supplies in 1937-39. During World War II, exports exceeded im- 
ports; but after the war, exports remained relatively constant, rang- 
ing from 1,500,000 long tons in 1946 to 5,500,000 tons in 1956, while 
imports increased greatly, varying directly with general business ac- 
tivities in the United States. 

The first definite upward trend of smports began in the postwar 
year 1946, and imports increased in each successive year during 
1946-57, except in 1952. 

On the basis of data for the first 9 months of 1958, it appears that 
imports were lower for the whole year of 1958 than for the year 1957. 
Imports of iron ore rose from about 2.8 million long tons in 1946 to 
about 33.7 million in 1957. 

In the first 9 months of 1958, imports amounted to 20.4 million 
tons, compared with 25.2 million tons in the corresponding period of 
1957. 

In the first 9 months of 19 55, Canada supplied 29.8 percent of total 
imports and Venezuela 43.7, 8 the rest coming from such countries as 
Peru and Chile. 

The increasing importance of imports to the steel economy is indi- 
cated by the following: The ratio of iron ore imports to iron ore con- 
sumption has increased from 3.8 percent in 1946 to 26 percent in 1957 
and to 28.2 percent in January-September 1958. A large part of 
imported ore comes from mines wholly or partly owned by the con- 
suming companies. 

One of the most outstanding changes in the iron ore situation has 
been the increased demand by iron and steel producers for higher 
quality iron ore-—not only for ore richer in iron content and contain- 
ing fewer impurities, such as silica, but for ore possessing superior 
physical structure. 

Owing to the gradual exhaustion of high-grade reserves of domestic 
ore, a vigorous worldwide search for new deposits has been going on, 
and with marked success. The availability of high-grade, low “cost 
foreign ore has a direct impact on the relative attractiveness of scrap 
as a proportion of the total charge. 

The competition offered by imported ore is determined by the place 
of consumption, for freight makes up a large part of the price of iron 
ore. For example, the freight cost of ore from Venezuela and Peru 
delivered at Pittsburgh accounts for 57 to 59 percent of the total de- 
livered price. Freight charges make up 44 to 46 percent of the total 


8 U.S. Tariff Commission: ‘Iron Ore. Report on Investigation No. 35, Under Section 332, Tariff Act of 
a ® report to the Senate Finance Committee, pp. 38-40 (March 1959). 
p. cit., p. 14. 
10 This is based on prices of noncaptive ore. No information available on prices of captive ores which can 
be delivered at cost. 
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delivered price per unit of iron content of Lake Superior ore delivered 
at the same point." Industry spokesmen have indicated to the Tariff 
Commission that Pittsburgh is about the most inland point in the 
United States where imported iron ore can compete with iron ore from 
the Lake Superior district.'"2. The imported ores moving in substantial 
quantities to the Pittsburgh area are iron-rich, direct-shipping ores 
produced from large-scale open-pit operations. 





















2. 





MONOPOLY ASPECTS 





The major problem in the scrap steel industry is the increasing 
concentration and control of the industry by the Luria Bros. com- 
pany, the largest scrap dealer in the world and one of the 100 largest 
corporations in the United States, with annual net sales of about $500 
million."* In the automobile industry, General Motors controls 
about 50 percent of the sales, but it is in competition with Ford and 
Chrysler, as well as with American Motors and Studebaker-Packard 
Corp., which are also large companies. The scrap steel industry, on 
the other hand, presents a different picture. Facing Luria Bros. is a 
large group of small or medium-sized dealers, none of whom is large 
enough to make a significant contribution to total scrap sales. 

Since 1949 the most fundamental change in the structure of the 
scrap industry has been the persistent and continuing increase in the 
relative importance of Luria Bros. From 12.2 percent of all dealer 
scrap bought by all the reporting mills in 1945," Luria’s share rose 
to 36.5 percent in 1953 or three times the share in 1945. If we 
confine our figures to the mills which were respondents " in the FTC 
case,'® we find that in 1945 the respondent mills bought 20.2 percent 
of dealer scrap from Luria. By 1954 the percentage rose to almost 
80.0 percent, or almost four times as much as the 1945 share. 

Because of the nature of the industry, however, regional markets 
are more relevant for the following reasons: 

(a) Serap is a high bulk item—that is, relative to value; 

(6) Freight makes up a large percentage of the price of scrap; 
and 

(c) It is, therefore, generally uneconomical to ship scrap from 
market to market. 

The following table shows the increasing dominance of Luria Bros., 
Inc., in four very important regions: 


























11 Op. cit., table 21. 
13 Fortune Directory, August 1958, p. 4. 

‘44 Those who sent in replies to FTC questionnaires and which probably account for 98 percent of steel 
output. 

15 Your committee does not have an investigative and statistical staff to bring these figures up to 1958 or 
later. 

16 Table I1I-B-2a, p. 42, FTC brief. ; 

17 The respondent mills are Bethlehem Steel Corp., United States Steel Corp., National Stee] Corp., 
Weirton Steel Corp., Colorado Fuel & Iron Corp., Granite City Steel Co., Lukens Steel Co., Detroit Steel 
Corp., John Roebling’s Sons Corp., and several others. 

18 Federal Trade Commission, Docket No. 6156, In the Matter of Luria Bros. & Co., Inc., et al. 
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Percentages of purchases by reporting mills from Luria Bros. and subsidiaries by 
designated areas 









1945 | 1954 


























|Responc dent| Nonre- j|Respondent} Nonre- } 
in FTC | spondent | Total | in FTC | spondent Total 
case case 





















Pacific coast a a (4) | (') — 80.4 | 22.3 | 0.6 
Rocky Mount: iin ; None | None 98. 9 (*) 98.9 
North Atlantic _- ‘ 19. 0 12.9 | 17.6 | 87.1 | 23. 2 74.5 
Eastern Pennsylvania_---. 34.5 | 30.8 | 33.7 89. 0 53. 1 83.3 





1 Negligible. 
Source: Derived from table III-C-1, p. 58, FTC brief. 













The above table reveals that within a period of 9 years, Luria was 
able to foreclose a large part of the scrap market to competing brokers 
In the Rocky Mountain area, it secured an absolute monopoly of the 
dealer-broker scrap market through exclusive agreements with the 
two ingot producers in the area. 

In the North Atlantic area, 67 percent’® of a market was barred to 
the competition of other dealers. This aided Luria in securing a total 
of 74.5 percent of the total sales in the area. 

In the Pacific area, the rapidity of Luria’s penetration is especially 
revealing. From 1945 through 1948, scrap purchases from Luria were 
negligible or zero. In 1949 ‘the plants of the Bethlehem Pacific Co., 
the largest scrap buyer in the area, purchased only 4.5 percent” of all 
its scrap from Luria. Only 6 years later, however, this figure had risen 
to 80.4 percent. Luria’s position in the whole Pacific area rose in a 
period of 6 years from 6.6 percent of the market to 50.6 percent. 

In eastern Pennsylvania, Luria’s share rose from 33.7 percent in 
1945 to 83.3 percent in 1954. 













EXPORT MARKET 











An examination of the export market shows a similar dominance by 
Luria Bros. In 1954, Luria exported alone or in partnerships 60.4 
percent of total scrap exports from the United States. In 1955, Luria’s 
hold on the export market represented 54.4 percent of U.S. total 
exports.”' In spite of this overall decline, Luria’s share of the exports 
to OCCF ” inereased from 90.4 percent in 1954 to 95.3 percent in 
1955.% lLuria’s share of total markets in 1956, 1957, and 1958 was 
52.4, 56.9, and 49.2 percent, respectively.” 

About one-third of all U.S. exports of scrap goes through the port of 
New York. In 1954, Luria controlled 78.3 percent of scrap shipments 
from this port. In 1955, Luria’s share increased to almost 80 percent. 
This increase was due to the policy of OCCF.™ 







1* Luria preempted 87.1 percent of a segment of a market which constituted about 77 percent of the tota} 
market. 

20 See table III-C-1 on p. 53 of FTC brief. 

21 FTC brief, p. 78. 

22 Office Commun des Consommateurs de Ferraille, or the Joint Office of Scrap Consumers, was set up 
by the Euronean Coal and Steel Community in 1953 as a scrap purchasing agency for the six member nations. 

% FTC brief, p. 79. 

% Derived from figures in ‘‘Supplemental Statement by M. L. Chase Concerning Statistics Showing 
the Extent of Domestic and Export Sales of Scrap by Luria Bros. & Co., Inc., and Its Subsidiaries.” Hear- 
ings, p. 68. 


%3 FTC brief, p. 79. 
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SUPERYARDS 


Your committee has had numerous complaints about so-called 
superyards. The superyard constitutes a key factor in Luria’s 
continued ascendancy. 

A superyard is a large scrap yard physically located on the property 
of a steel mill. It is tied to the mill by the latter’s own rail and other 
transportation facilities. Legally, and economically, it is tied to the 
mill by nominal or insignificant rent for the land used and by contrac- 
tual exclusive dealing provisions. Psychologically, the effect of the 
inevitable social and working interchange between the superyard 
personnel and the mill personnel is also powerful. 

Luria’s superyard contracts typically provide for construction by 
it of a modern yard on steel mill property obtained at nominal or in- 
significant rent. ‘They run for a long term of years, automatically 
renewable unless expressly terminated. They provide for: a con- 
siderable or total degree of monopoly access to home scrap and other 
unprepared scrap used by the steel mill in question, for a guaranteed 
substantial minimum volume for Luria, for inspection by the steel 
mill of Luria’s operation of its yard on steel mill property, for nego- 
tiated prices or cost-plus operations—in a word, for so near a ‘“‘com- 
plete marriage” of Luria and the mill that an outside dealer not on 
steel mill property would be most unrealistic to seek direct dealings 
with the mill. 

While your committee understands that this is not a practice ex- 
clusive with Luria, nor one without possible genuine direct economic 
benefit when viewed as an isolated matter, it is convinced that, in the 
context of Luria’s amazing growth and rising dominance, the super- 


yard revolution may well become the capstone of Luria’s monopoly. 

A new superyard requires two essentials possessed by few independ- 
ent scrap people: available finance in the millions and a close and 
intimate steel company connection. Luria has entered into no less 
than six of these multi-million-dollar enterprises on steel mill haga sed 


in the last 30 months. Each local monopoly so established further 
enhances and buttresses Luria’s dominance over the scrap industry. 
‘ This rapid superyard expansion policy of Luria’s has developed 
since the close of the FTC record. It undercuts the heart of Luria’s 
argument in defense of its close and growing tieup with steel mills. 
That argument before the Federal ‘Trade Commission denied the 
existence of exclusive dealing agreements. Luria ‘argued that ex- 
clusive dealing, though in many cases the practice of decades, was on 
a day-to-day basis, the permanence resulting only from “‘good business 
practice” and excellent performance, unbuttressed by contract express 
er implied. Whatever the facts when the FTC complaint was filed, 
Luria now has close contractual exclusive dealing arrangements with 
seven large steel companies. The informal but effective understand- 
ings of prior years are now replaced by formal contracts and physical 
location on steel mill property. These appear to fly in the face of the 
Supreme Court position as outlined in the Standard Stations case.* 
There, exclusive dealing contracts covering 6.7 percent of the relevant 
market (retail gasoline in a similar area) were held forbidden by the 
antitrust laws. Here, with Luria, the contracts control or affect a 
substantially larger share of the market. In the practical view of 
2% 337 U.S. 293 (1949). 
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the scrap trade, Luria will certainly be treated as—and probably also 
is in fact—exclusive broker for the mill in every instance of superyard 
installation. In the Intermountain West, for example, this means a 
100 percent monopoly established or facilitated by formal contracts 
for exclusive dealing with the only two mills there. 

Realistically view ved, the Luria superyard manager and his assistants 
operating on steel mill property, on the one hand, and their opposite 
numbers. among the executives of the steel mill, on the other, will 
obviously develop a close working and social relationship. The close- 
ness of this physical bond is emphasized by the patently self-serving 
declaration in each of the superyard contracts that Luria and its 
people are not to be considered agents of the mill. 

As indicated before, your committee believes that the superyard, 
considered apart from questions of monopolistic effects, could repre- 
sent genuine economic advantage to the steel industry, in whatever 
fashion the benefits are divided as between the mills and Luria. On 
the other hand, the existence of the superyard will make the scrap 
collectors of the relevant “‘scrapshed”’ in considerable measure captives 
of Luria. 

In summary, the combination of inherent advantages of location 
and virtually free rent, affording a legal and practical ‘“‘marriage”’ of 
a Luria superyard with a given mill, means a monopoly of that mill’s 
business. ‘The speed with which Luria now pursues its superyard 
expansion policy forecasts a substantial diminution of competition in 
regional and even national markets, resulting in further antitrust 
violations. 


LEGAL ASPECTS 


1. Monopolistie trends by Luria Bros. 


The concentration figures given are merely indicative of the lessen- 
ing of competition. In order to ascertain the existence of monopoly, 
the following crucial questions must be asked: 

(a) Does Luria Bros. have the power to prevent access by com- 
an to regional, national, or foreign markets? 

(6) Does Luria have the power to ‘force others to sell to it in any 
region? 

(c) Does Luria have the power to eliminate competitors from 
regional, national, or foreign markets? 

‘(d) Does Luria ‘have the power of price leadership? 

Your committee believes unequivocally that these questions can 
be answered in the affirmative and that the evidence is available for a 
strong case by the Justice Department under section 2 of the Sherman 
Act.” 

Through exclusive agreements with the Pueblo mill of the Colorado 
Fuel & Iron Corp. and the Geneva mill of the United States Steel 
Corp., the only significant consumers of scrap in the area, Luria has 
acquired a complete monopoly in the Rocky Mountain region. Any 
scrap dealer who wishes to sell scrap in this area must sell to Luria. 

7 Sec. 2 of the Sherman Antitrust Act reads as follows: 
‘‘Every person who shall monopolize, or attempt to monopolize, or combine or conspire with any other 


person or pe"sons, to monopolize any part of the trade or commerce among the severa! States, or wii 4 foreign 
nations, sh: all be deemed guilty of a misdemeanor * * * 15 U.S.C.A. § 2.” 

The remaining sections of the act authorize enforcement of its competitive objectives through proceed- 
ings brought by the Justice Department and by private persons. Reliance is placed upon the courts to 
give concrete meaning to its general prohibitions. 
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In other areas Luria has foreclosed large parts of the scrap markets 
to competitors. Luria’s control of the European market is revealed 
by the sworn testimony of one of the larger scrap dealers that he had 
independently secured orders for scrap from Japan and that he had 
to pay tribute of $1 per ton on his Japanese business in order to be 
allowed to participate in the OCCF business which Luria had tied 
up * through exclusive contracts secured through Mr. Paul Herlitz of 
Western Steel International. 

Because of its exclusive contracts with a number of important steel 
companies and its large size, Luria has—and has had—in many areas 
the power to force independent scrap dealers to sell to it, if they wish 
to stay in business.” Hence Luria has the power to eliminate or 
exclude competitors from these markets. It can be reasonably argued 
that the exclusive arrangements between Luria and certain mills (for 
example, the Pueblo mill of the Colorado Fuel & Iron Corp. and the 
Geneva mill of the United States Steel Corp.), which result in the 
exclusion of other suppliers, add the element of conspiracy to that of 
monopoly. 

A very important illustration of Luria’s economic power is its power 
to control price. In the Rocky Mountain area, Luria Bros. set the 
price of scrap and quoted it on a monthly basis to the yard dealers 
that sold to it.*° It disciplined recalcitrant dealers by informing them 
of the price later than their competitors, and by other means.*' In 
addition, it set quotas on the shipments from the various yards in 
the area.*? It restrained dealers from installing presses that Luria did 
not want to see installed.** All this, including the above-described 
disciplining of dealers, was done by Luria with the cooperation of 
several of the mills with which it had exclusive agreements. 

Luria’s ability to control prices is implied strongly in a memo to 
OCCF by Mr. Ralph Ablon, president of Luria Bros., dated December 
15, 1954, from which the following quotations are taken: 


* * * We must also point out that, largely due to these 
accumulations (Luria’s accumulations of scrap),* the com- 
posite price has dropped approximately $2 within the past 
months despite increased American scrap consumption and 
increased foreign buying. * * * * 

* * * Our daily participation in the American domestic 
market enables us to purchase for you without creating the 
effect of either a new buyer or a new market.*” 


Luria has effectively protected Bethlehem’s Sparrows Point plant’s 
scrap-buying market by minimizing its shipments from Baltimore and 
staying away from the Norfolk-Richmond area, the secondary scrap 
source for Sparrows Point. Luria’s domestic customers in the Phila- 
delphia area were also shielded from competition in the export market. 
In other words, Luria has had sufficient power to conduct its export 
activities in such manner as to minimize their impact on its customers 
in the American market. 


28 Hearings, testimony of Stanley Diefenthal, pp. 34-35. 
29 Op. cit., p. 35. 
30**F TC-Luria Hearings-Proceedings,”’ testimony of Morton Pepper and Herman Speken, pp. 9889, 
9978, 10068, 13021-13022, 13124. 

% Op. cit., testimony of Morton Pepper, pp. 9886-9890, 9895-9897. 

32 Op. cit., testimony of Morton Pepper, p. 9934. 

33 Op. cit., testimony of Morton Pepper and others, pp. 9874, 10038, 13053. 

4 Op. cit., testimony of Morton Pepper, Herman Speken, Morris Silver, pp. 9892, 9902-9908, 10054, 10057. 

35 Added for reasons of clarification. 

% Quoted in toto on p. 315, FTC brief. 
37 Op. cit., p. 316. 
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It does not make very much difference whether Luria directly con- 
trols the price, as it does in many areas, or “arrives” at it with the 
mills. In either event, it achieves a degree of management and 
control over price adverse to the public interest. According to the 
American Tobacco case— 


the material consideration in determining whether a monop- 
oly exists is not that prices are raised and that competition is 
excluded but that power exists to raise prices or to exclude 
competition when it is desired to do so.* 


Institute of Scrap Iron and Steel 


(a) Luria’s domination.—Luria’s domination of the scrap markets 
has resulted in its domination of the principal scrap trade association, 
the Institute of Scrap Iron and Steel.*® The pious declarations of 
freedom of elections by the ISIS “ cannot be supported on a realistic 
examination of the facts. For 6 out of the 8 years from 1952 to 1959, 
inclusive, a Luria Bros. employee held the presidency. Past presi- 
dents remain on the board of directors for life. As of today, three 
Luria Bros.’ officers are past presidents, and when Mr. Chase’s term 
expires there will be four. These men, together with four other 
active past presidents, who have had business connections with Luria, 
are on committees that meet with committees of the steel mills. 

The power of appointing standing committee chairmen; the numer- 
ical presence of Luria men throughout the organizational ‘structure of 
ISIS, from 14 to 22 men in listening posts and in policy positions while 
the rest of the board keeps changing frequently; the saturation of 
conventions by Luria through its entertainment rooms under the 
direction of its large staff,‘? appear to undermine the proclaimed free 
representation ideals of the ISIS. 

The dominance of the ISIS by Luria has many anticompetitive 
implications for the small scrap dealers. When Mr. Leonard H. 
Krieger of Luria Bros. went to Japan to represent Luria, he was able 
to use the prestige of the ISIS presidency to get business for his firm. 
The dominance of Luria, in addition, is demonstrated in a negative 
way. Although the majority of the members are small dealers, the 
organization has consistently failed to do anything to help the small 
dealer if it conflicted with Luria’s interests. ‘The ISIS has never men- 
tioned the FTC proceedings against Luria in any of its many publica- 
tions, although this ease is of obvious interest to the whole industry. 
The ISIS has consistently opposed an open examination of the scrap 
steel industry by objective outsiders, including the Government, when 
it would have been to the interest of the great majority of dealers to 
have this happen. The climate in the ISIS renders most dealers 
afraid to complain against or oppose Luria. By way of indicating its 
opinion of your committee’s hearing, the ISIS, at a board meeting in 
Cincinnati on July 14, 1959, gave “Mr. Chase a unanimous vote of 
confidence, be it noted, before the board had an opportunity to read 
and evaluate the transcript of the hearing.** 

383 American Tobacco Company v. U.S., 328 U.S. 781, 811. (Italic supplied.) 

3® Hereafter referred to as the ISIS. ’ 

© Testimony of Edwin C. Barringer, executive vice president, ISIS, hearings, pp. 108, 106. 
‘! Art. III, sec. 1 of bylaws of ISIS. 


42 Scrap Age, February 1956, ‘‘ Merry-Go-Round.” 
‘S Hearing, app. IT-A, p. 162, 


47365—_59——3 
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(6) Possible anturust violations of ISIS.—The proposed consolida- 
tion of the research program of the ISIS with that of the American 
Iron and Steel Institute “ appears to have certain antitrust implica- 
tions. Many meetings have taken place between representatives of 
these two organizations about the so-called joint research program. 
In discussing such subjects as differentials between grades of scrap 
and yard preparation costs, however, the ‘‘program’’ seems to have 
entered the field of pricing. This may be in conflict with Mr. 
Chase’s testimony that ‘‘we don’t discuss prices.”’ * 


3. Conduct of Luria witness 


Your committee, by phone and letter, invited Mr. Ralph Ablon, 
president of Luria Bros. & Co., Inc., to appear and present his views 
on the problem the committee was investigating and to reply to charges 
being made by independent scrap dealers. On the ground that Mr. 
Ablon had important prior commitments, Mr. Myron L. Chase, 
assistant to Mr. Ablon, presented himself in his superior’s stead. 
Mr. Ablon’s commitment is understood to have been his vacation. 
Mr. Chase has been employed by Luria for only about 3 years. This 
might explain his later extensive corrections, embracing scores of 
pages and amounting to a complete reversal of his original sworn 
testimony. These alterations were furnished to the committee more 
than a month later, in several installments. An image of Luria, far 
more favorable than the now admitted facts justify, was thus pre- 
sented to the Congress, and to representatives of the industry and the 
press who attended the hearing. Mr. Chase is, however, a responsible 
and highly paid official of Luria. It strains credulity to believe that 
this unduly favorable image of Luria was an accidental creation. 
Examination of Mr. Chase was hampered to the point of diminishing 
returns, due to his reluctance to answer questions fully unless it was 
convenient. 

A brief discussion of a few of the later corrected statements of Mr. 
Chase on matters vital to the hearing follows: 

(a) Mr. Chase testified that Luria had abandoned in 1954 the 
practice of financing dealers for the purpose of obtaining exclusive 
rights to their scrap.“ 

Under examination, he retreated only minimally from this position: 
“There may have been a very small loan that has not come to my 
attention.” 

The bald fact is that Luria has continued the practice of making 
dealer loans in the period since 1955 at a rate closely approximating 
the previous practice. Scores of loans were made in the period, in 
four, five, and six-figure amounts notwithstanding the vigorous attack, 
on monopoly grounds, made by the FTC counsel. Yet the committee 
is asked to believe the assistant to the president of Luria was unaware 
of any of these important transactions. 

(b) Mr. Chase flatly stated that Luria had no larger share of Colo- 
rado Fuel & Iron business after Luria came under common control 
with Colorado in 1956 than before.“ Statistics submitted by Luria 
a month later indicate the contrary. Although Luria earlier had a 


44 Daily Metal Reporter, Apr. 21, 1959. 

45 Daily Metal Reporter, issues of July 16, 1959, and Apr. 21, 1959. 
4¢ Hearing, p. 74. 

41 Hearings, pp. 72, 73, 98, 99, 116. 

#8 Hearings, pp. 62-3. 
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dominant share of Colorado’s business, a substantial increase followed 
the common control.” 

(c) Mr. Chase denied any substantial mergers or acquisitions in the 
past 10 years—a cutoff point suggested by him.” 

In fact, Luria acquired Southwest Steel within that period, although 
negotiations had begun just before. Southwest Steel is the largest 
acquisition Luria ever made and represents a substantial fraction of 
its business. We are asked to believe that Mr. Chase was being candid 
and truthful in selecting the period and in making a supposed honest 
error of time. As a sidelight, it took vigorous cross-examination to 
bring out acquisition of the Schlossberg yard in Chicago, clearly 
within the period.” 

(d) Under cross-examination, Mr. Chase testified that Luria had no 
connection with the Loudee Co.” A month later he admitted Luria 
employs both the son and the son-in-law of Loudee’s controlling 
stockholder. 

(e) Mr. Chase volunteered an attack on the credibility of another 
witness under the urging of Luria counsel. This was in the form of 
the unqualified and repeated assertion that the attacks on Luria by 
Scrap Age and its publisher, the witness Mr. Oberman followed upon, 
and were in retaliation for, the withdrawal of Luria’s advertising 
from that publication. In fact, the reverse is true: Scrap Age criticized 
Luria indirectly in its August 1957 issue, and Luria continued ad- 
vertising through December 1957 and later.™ 

The handsome image of Luria presented at the public hearing was 
painted in glowing colors. The transformation was saved for the 
comparative privacy of committee records. 

Your committee, therefore, seriously considered demanding prose- 
cution of Luria’s witness for perjury, but decided against this action 
because of the subsequent retractions, reserving the right to insist 
upon prosecution in the future if the practice of lying in public and 
retracting by mail should become prevalent. 


4. Conclusion 


The Federal Trade Commission has been conducting an investiga- 
tion of Luria’s monopolistic tendencies and unfair trade practices 
since 1951. Many thousands of pages of testimony have been taken, 
including extensive arguments by counsel. Your committee has no 
wish to invade the Commission’s functions and has no staff adequate 
for so enormous a task, in any event. Unfortunately, the delays of 
the quasi-judicial process are such that a final decision is probably 
years away. These delays often tend to leave the law an empty 
letter and result in frustrating congressional intent. 

In the meantime, however, there have been other developments, 
and your committee is satisfied both from its own investigation and 
the study it has made of the FTC case that Luria represents a danger- 
ous monopoly growing with incredible speed since the beginning of the 
post-World War,II, period. 

49 The percentage of scrap bought from Luria Bros. by the Claymont mill of the Colorado Fuel & Iron 
Corp. increased from 64.5 percent in 1949 and 62.2 percent in 1950 to 97.5 percent in 1956 and 96.7 percent in 
1957. At the Birdsboro mill, Luria’s share increased from 71.7 percent in 1949 and 34.3 percent in 1950 to 
98.5 percent in 1956 and 98.4 percent in 1957. See table on p. 63 of hearing. 

50 Op. cit., p. 70. 

. cit., pp. 91-2 

. cit., p. 119. 

. cit., pp. 71-72. 

. cit., pp. 122, 123-131. 
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RECOMMENDATIONS 


The growing power of Luria Bros. in the scrap steel industry through 
its exclusive dealings with many steel mills; its monopolization of 
many regional, domestic, and foreign markets; and its dominance 
and use of the Institute of Scrap Iron and Steel, have convinced your 
committee that a real threat to the economy is presented. Your 
committee, therefore, makes the following recommendations. 

1. The Attorney General and the Assistant Attorney General in 
charge, of the Antitrust Division should conduct an investigation of 

(a) Luria Bros. for possible prosecution under section 2 of 
the Sherman Act and perhaps eventual divorcement of brokerage 
and dealer functions and other measures, to restore competition 
in the scrap industry; and 

(6) The Institute of Scrap Iron and Steel for its possible 
violations of the antitrust laws, as well as its use by Luria Bros. 
for Luria’s own aggrandizement. 

2. The Iron and Steel Division of the Business and Defense Services 
Administration of the Department of Commerce, which handles scrap 
as well as finished steel products, should give greater representation 
to the independent scrap steel dealers whenever their interests are 
affected, as in the problem of scrap export controls. 

When defense considerations of scrap are raised, there should be 
included a comprehensive study, by the Bureau of Mines, of projected 
supplies and requirements. 

3. In addition to satisfying the needs for additional statistics of the 
scrap industry outlined in the appendix, the Bureau of Mines should 
expand its statistical program to make a thorough study of the scrap 
industry. 

















APPENDIX 


STraTISTICAL NEEDS 


In its study of the ferrous scrap industry, your committee has 
discovered some serious deficiencies in the statistics of the scrap in- 
dustry which constitute a handicap to the detection and enforcement 
of antitrust violations. It, therefore makes the following suggestions: 

1. The Census Bureau should make the following changes in—and 
additions to—its statistical practices: 

(a) The present practice of combining statistics of (1) steel mills 
and rolling mills, (2) coke ovens, and (3) blast furnaces into one cate- 
gory should be abandoned. It should restore its former practice of 
acquiring and presenting statistics for the separate elements of this 
industry, which practice was abandoned at the insistence of the steel 
companies. The purpose of this change is to be able to see the con- 
tribution of scrap to the total cost of producing steel. 

(6) The concentration ratio should be given on a geographical basis, 
by natural market areas, probably by States and metropolitan areas. 

(c) Sales should be given by company in addition to establishment 
or yard. 

Both (6) and (c) would show market controls by company on a 
national as well as regional basis. 

2. Efforts should be made by the Bureau of Mines to satisfy the 
following needs for statistics of the scrap industry: 

(a) Purchased scrap should be separated into the categories of 
‘obsolete’ and “prompt industrial.’’ This would enable the Bureau 
of Mines to assess the reservoir and contribution of obsolete scrap 
to shortages. 

(b) There should be enough consumer coverage to publish scrap 
consumption by grades by classes of consumers. This would show 
shifts in scrap consumption and will enable the Bureau of Mines to 
assess their significance. 

(c) By improving the sample items, the Bureau of Mines should be 
able to test the significance of geographical consumption of scrap by 
grades and the geography of dealers’ receipts and shipments. This 
would provide a check on the reason for and locations of shortages, 
so that the industry might correct them. 

(d) The Bureau of Mines should engage in research in the capacity 
to handle and process scrap by grades. This would enable emergency 
planning to assess the ability of the scrap industry to expand when 
necessary. 

(e) Data should be collected on the costs of scrap collection and 
operations, so that shortages might be better understood and plans 
be proposed for the cure. 

(f) Information should be collected periodically by industry 
classification on the sources of ‘obsolete’ and “prompt industrial”’ 
scrap by grade, in order to understand flows from all sources of 
“obsolete” and “prompt industrial” scrap. 
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STATEMENT BY SENATORS GEORGE A. SMATHERS AND 
ALAN BIBLE WITH REFERENCE TO THE REPORT ON 
MONOPOLY AND TECHNOLOGICAL PROBLEMS IN THE 
SCRAP STEEL INDUSTRY 
(Owing to the press of other legislative matters, Senators George A. 

Smathers and Alan Bible, who are not members of the subcommittee 

which held these hearings, having had no part in the drafting of this 


report, therefore now take no position with respect to the findings of 
the committee.) 
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INDIVIDUAL CONCURRING VIEWS OF SENATOR JACOB 
K. JAVITS 


The hearings developed important information bearing on the 
problems of small business, not only in the scrap iron and steel industry 
but generally. Hence, they were very worthwhile from a legislative 
standpoint. 

I agree that the activities of the largest factor in the scrap iron and 
steel industry, Luria Bros. Co., is an essentially important element in 
the capability of small business in the same industry to survive and 
function effectively, and I concur in the scrutiny of its operations 
which has been undertaken on the factual level and any further factual 
inquiry which seems desirable. As a lawyer, I feel that if antitrust 
prosecution is to be instituted by the Attorney General, it should 
represent an independent exercise of judgment by the prosecuting 
officials with an opportunity for any prospective defendant to make 
his defense at any stage of the proceedings. Certain of the conclusions 
in the text of the report are tantamount to adverse findings of fact 
and findings of this nature had best be the result of due process of law. 
The facts developed are very useful and must, of course, be made 
available to other Government agencies. 

The recommendations of the report regarding representation of the 
independent scrap dealers in defense services and better statistics for 
the nda’ seem to me to suggest very worthwhile legislative activi- 
ties to aid small business. Problems of antitrust and monopoly are, 
of course, extremely important for small business. They are not the 
whole answer to small business problems, however. For we have 
learned that in seeking to help small business there are other vital 
questions to be answered inc ‘luding adequate research and develop- 
ment, financing, purchasing, marketing and advertising, engineering 
and defense. and other Government order set-asides both in prime 
contracts and subcontracts. 
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VIEWS OF 





SENATOR ANDREW F. SCHOEPPEL 


SUMMARY OF PRINCIPAL COMMENTS 


The Subcommittee on Monopoly of the Select Committee on Small 
Business held a 1-day hearing on June 24, 1959, concerning ‘“The 
Technological and Competitive Problems of Independent Scrap Steel 
Dealers.” Following that brief hearing the majority has issued a 
lengthy report, principally directed against Luria Bros. & Co., Inc., 
a major scrap firm. 

The majority report is in large measure unsupported by the evidence 
“a the committee. Below is a summary of principal comments: 

. The charges that Luria has engaged in monopolistic practices 
eid has monopoly power are unsupported by eillieos before this 
committee. 

2. The charge that Luria has established “superyards” which con- 
tribute to monopoly is contradicted by the evidence before this com- 
mittee. 

3. The charge that Luria dominates the Institute of Scrap Iron 
and Steel and uses that organization for its own aggrandizement is 
contradicted by the evidence before this committee. 

4. Luria’s size and rate of growth are exaggerated and distorted 
by use of noncurrent figures based on statistical methods which have 
been seriously questioned. 

5. The allegation that recent technological changes hurt small 
dealers but benefit Luria is contrary to the ev idence before this 
committee. 

6. The attacks upon the integrity of Luria and the conduct of its 
witness at the hearing are unwarranted. The record shows that the 
Luria witness testified fairly and frankly. Supplemental written 
statements presented by Luria in accordance with the subcommittee’s 
request for additional detailed information support the testimony of 
the witness and are in no sense a retraction or reversal of position. 

7. The recommendations with respect to action by the Antitrust 
Division of the Department of Justice are not only unwarranted by 
the evidence but also violate fundamental principles of antitrust law. 





1. 





UNPROVEN 





ALLEGATIONS OF MONOPOLISTIC 





PRACTICES BY LURIA 














The majority report, without adequate evidence, flatly states that 
“Luria uses a wide range of unhealthy practices designed to monop- 
olize the industry.” None of these allegations of monopolistic prac- 
tices or powers is supported by the evidence before this committee. 
(The following comments in this section are directed to all of the 
alleged practices and powers mentioned in the majority report except 
that the so-called superyards and the asserted domination of the 
Institute of Scrap Iron and Steel (ISIS) by Luria are discussed in 
separate sections below.) 
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PROBLEMS IN THE SCRAP STEEL INDUSTRY 


Instead of relying on testimony before this committee, the 
majority report follows the unusual and unwarranted procedure of 
see king to support its broad and serious conclusions not by reference 
to the evidence but by repeated citation of arguments contained in 
the brief filed by Government counsel who are opposing Luria in a 
proceeding presently pending before the Federal Trade Commission.! 
A brief by counsel in a case under litigation cannot be accepted as proof 
of a fact. A brief is a mere argument, it is not evidence. The unfair- 
ness of this procedure is further emphasized by the fact that the 
majority report does not once disclose that all of the arguments it 
cites are opposed by Luria in its presentation to the FTC The few 
scattered references in the majority report to testimony of complaining 
witnesses in the /'7C case are equally misleading because the majority 
fails to cite voluminous testimony to the contrary by other witnesses 
in the same case. 

The simple fact is that the alleged monopclistic practices and powers 
referred to in the majority report are the principal subject matter of 
the FTC case. These practices and powers were denied by Luria and 
are covered by extensive testimony and voluminous exhibits. The 
evidence in the FTC case covered activities by Luria from 1945 until 
May 1958. More than 100 hearings were held throughout the country, 
in which more than 14,000 pages of testimony were recorded and more 
than 1,300 exhibits placed in evidence. Over 250 witnesses testified, 
the great majority of whom were scrap dealers who appeared at the 
request of government counsel opposing Luria. The entire question 
is Now pending before a hearing examiner of the Federal Trade Com- 
mission who is sitting as a judge to determine the very question of 
whether or not thes se ‘allegations are true. 

This committee does not have the facilities to review and obviously 
has not fully weighed all of the great mass of evidence bearing on 
these matters which has been presented in the FTC case. Even if all 
the testimony and exhibits in the FTC case were read by the committee 
staff, which we seriously doubt has been done, there was no oppor- 
tunity for this committee to observe the demeanor of witnesses in 
order to judge their credibility. 

Under the circumstances, there is absolutely no justification for 
basing conclusions in a report by this committee upon mere argumen- 
tative briefs and fragmentary portions of the record in the FTC case. 
Such a procedure is not consistent with the high standards of fact- 
finding to which this committee has always been ‘dedicated. Further- 
more, any comment by this Committee on the evidence in the FTC 
case indicating a belief in one side and a disbelief in the other might 
well be construed as an improper attempt to influence the independent 
judicial consideration now being given to these identical questions by 
the FTC, acting pursuant to its statutory mandate. 

None of the witnesses who testified at the hearing presented any 
probative evidence concerning these alleged powers and practices. 
Several of the dealer witnesses alluded to one or more of these practices 
in broad general terms, mostly on the basis of hearsay rather than per- 
sonal experience. For example, there is no evidence in the record 
before this committee concerning any specific exclusive dealing con- 

1 In the Matter of Luria Rrothers & Company, Inc., et al., docket No. 6156 (hereinafter called FTC case). 
2**Findings of Fact, Conclusions of Law and Order Proposed by Counsel for Respondents Luria 


Brothers & Company, Inc. and Southwest Steel Corporation’’ (hereinafter called ‘‘Luria FTC Brief’’). 
A copy of said brief was supplied to the committee upon its request. 
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tracts and the Luria and steel mill witnesses have vigorously denied 
the existence of any such contracts. 

The majority report obviously recognizes that no specific proof of 
these monopolistic practices or powers was adduced at the hearing 
because it does not once cite testimony by any witness on any of these 
points, except for a reference to a relatively minor point by Witness 
Diefenthal concerning an alleged $1 per ton which he charged that 
he had to pay to Luria on certain shipments. But in this instance 
the testimony is vague and the majority report fails to reves] that the 
situation was the subject of extensive testimony in the FTC cose, and 
that Luria there cited letters written by Diefenthal to refute the 
charge. 

Another example of conclusions unsupported by evidence is the 
assertion in the majority report that Luria has “acquired a complete 
monopoly in the Rocky Mountain region” as a result of “exclusive 
agreements” with the Colorado Fuel & Iron Corp. and United States 
Steel Corp. No such statement is to be found in the testimony before 
the committee and the majority report fails to cite any basis for this 
allegation, although its source is obviously the brief by counsel oppos- 
ing Luria in the FTC case. The majority report fails to reves] that 
there are hundreds of pages of testimony and exhibits in the FTC case 
in which the existence of any such exclusive agreements is vehemently 
denied and further that the evidence of so-called monopoly in the 
region is based upon a market analysis which Luria in its brief claims 
‘does not cover approximately 30 to 40 percent of scrap purchases 
fin the Rocky Mountain region] in the years 1948 to 1952 and more 
than half of all purchases in 1953 and 1954” (p. 435). 


2. 





UNPROVEN ALLEGATIONS CONCERNING SUPERYARDS 


The majority report emphasizes the recent construction of six new 
scrap yards by Luria on property adjacent to steel mills. Adopting 
the picturesque, but inaccurate, termmology used by one of the com- 
plaining witnesses at the hearing, the majority report refers to these 
yards as “superyards.” It asserts that these yards are ‘‘a key factor’’ 
and ‘‘a, capstone of Luria’s monopoly.”’ 

The majority report asserts that a so-called superyard is character- 
ized by three factors: it is said to be unusually large, uniquely located 
on property owned by a steel mill, and bound to the mill by an exclu- 
sive contract. The evidence in the record, however, is clear that 
Luria’s yards are not unusually large, that they are not uniquely 
located, and that the agreements relating to them do not require the 
steel mills to purchase. exclusively from Luria. These agreements 
do not give Luria exclusive control of the sale of scrap to the adjacent 
steel mills, because in each instance the steel mill is free to purchase 
either all or a substantial part of its scrap requirements from anyone 
it chooses. 

The majority report chooses to ignore a substantial amount of the 
evidence which is in the record before this committee on the subject 
of these yards. The Luria witness and almost all of the dealer wit- 
nesses testified with respect to these yards. In response to a request 
by the chairman for further detailed data concerning the amount of 
investment in the yards and specific terms of contracts with steel mills 
relating to them, Luria submitted a supplemental written statement 
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after the hearing * and also provided a nine-page summary of the con- 
tract terms.* The contracts between Luria and each steel mill relat- 
ing to such yards were made available to and were studied by the 
staff. Following that Luria presented to the staff a detailed 21-page 
memorandum summarizing the economic factors relating to these 
yards.° 
Testimony at the hearing e tablished that it is normal trade prac- 
tice for a scrap broker also to operate scrap yards. The evidence also 
establishes without doubt that the yards which Luria operates are not 
dissimilar in size or equipment to many other yards operated by com- 
petitors. Although a complaining witness first attempted to create 
the impression that Luria had “giant superyards” of ‘tremendous 
size,’ ’ he and other complaining witnesses quickly admitted when 
questioned, that Luria yards were no larger and have no different 
equipment and represent no greater investments than yards which 
they themselves testified were typical.2 The testimony is also clear 
that the location of Luria yards adjacent to steel mills is not unique 
and that competitors of Luria have long had a natural, common trade 
ractice of locating scrap yards on property adjacent to or leased 
rom steel mills.*. Furthermore, the so-called superyards are far from 
being a “key factor’ in Luria’s business as the majority report states 
and the fact is that such yards handled only 6 percent of Luria’s total 
shipments in 1958 and only 7 percent during the first quarter of 1959.’ 
The agreements between Luria and the respective steel mills relating 

to these yards contain no contractual requirements that these mills 
must purchase scrap exclusively from Luria. The essential elements 
of the agreements relating to the St. | ouis yard (Granite City Steel 
Co.), the Detroit yard (Great Lakes Steel Corp.), and the Coatesville, 
Pa., yard (Lukens Steel Corp.) are all similar. In each case the 
agreements clearly indicate that the primary purpose of the establish- 
ment of the yard was to have Luria install equipment to process 
“home” scrap which the mill produces as a byproduct and which it 
desires to have prepared and returned to it. In each case the mill 
had previously undertaken such ‘‘home”’ scrap preparation itself and 
had decided to employ an outside contractor on a fee basis to perform 
the work which the mill would otherwise have done. Luria’s agree- 
ments with Great Lakes and Lukens are not exclusive agreements 
because they do not require those steel mills to make any scrap 
purchases whatsoever from Luria, and both mills are free to purchase 
100 percent of their scrap from any source, every scrap dealer being 
free to compete for that business. The agreement with Granite City 
does contain a provision that the steel mill will purchase from Luria 
a@ minimum amount of scrap each month: However, it is important 
to note that the amount which Granite City so contracted to purchase 
3 See sworn statement submitted to the committee entitled ““Agreement Between Luria Bros. & Co., 
Inc., and Certain Steel Mills in Connection With the Installation of New Scrap Yards’’ (hearing p. 77). 
4 See “Summary of Certain Provisions of Agreements Between Luria Bros. & Co., Inc., and Certain 
Stecl Mills in Connection with the installation of New Scrap Yards’’ (hearing, p. 78). 

$’ Sen “Memorandum by Luria Bros. & Co., Inc., Concerning Scrap Yards Located Adjacent to Steel 
Mills,” August 19, 1959. (Retained in committee files.) 

6 Hearing, testimony of Asrael (p. 26) Chase (pp. 54, 85). 

1 Ibid., testimony of Rosoff (p. 7). 

8 Ihid., testimony of Rosoff (p. 7), Shapiro (p. 45), Willis (p. 47), and Isaacs (p. 51). Diefenthal ad- 


mitted to an investment in a yard of his own which exceeded by almost 50 percent the average investment 
in the new Luria yards (p. 32). 


* Ibid., testimony of Chase (pp. 54, 85). Note Chase’s testimony is corroborated by government counsel 
in their ‘brief in the FTC case when, describing the scrap industry generally, not just Luria, they stated: 
“Frequently scrap yards are operated adjacent to or in the immediate vicinity of a mill * * *” (p. 18). 

10 See sworn statement submitted to the committee, entitled ‘‘Acquisitions, Mergers, and Construction 
of New Yards by Luria Bros. & Co., Inc.”” (hearing, p. 70). 
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from Luria represents only a small amount of Granite’s total scrap 
purchases and Granite is therefore free, without any contractual or 
other restraint, to purchase the major portion of its scrap from 
whomsoever it chooses. The small minimum amount which Granite 
agreed to purchase from Luria was designed to assist Luria in recoup- 
ing the cost of the equipment which it installed in the new yard, and 
does not tie Granite’s purchases exclusively to Luria. 

The contract relating to the Seattle yard (Bethlehem Pacific Coast 
Steel Co.) is similar to the Great Lakes and Lukens agreements. 
Bethlehem desired installation of facilities at Seattle designed to 
process scrap owned by Bethlehem. Luria installed a yard for that 
purpose. The agreement is not exclusive because it contains no 
requirement that Bethlehem purchase any scrap from Luria. 

The agreements relating to the Pueblo yard (the Colorado Fuel & 
[ron Corp.) and the Peoria yard (Keystone Steel & Wire Co.) are 
essentially similar. In each case the steel mill desired to induce 
Luria to establish a scrap yard equipped to process scrap to certain 
specifications which would be particularly advantageous in the mill 
operation. In each case, in order to compensate Luria for the cost 
of installing the necessary equipment, the steel mill agreed to pur- 
chase a minimum monthly amount of scrap from Luria. It is im- 
portant to note that the agreement to purchase a minimum monthly 
amount does not constitute an agreement to purchase exclusively 
from Luria because in each case the minimum .amount is only a 
portion of the steel mill’s requirements and the mill thus remains 
free to purchase a substantial portion of its scrap from sources other 
than Luria. 

There are a few further obvious misstatements with respect to 
Luria’s new yards in the majority report which should be commented 
—_ briefly : 

) The majority report falsely raises the specter that Luria has a 
my “ina rious new power frighteningly called “monopoly access to home 
scrap.” Home scrap is never an article of commerce; it always 
remains the property of the mill which produces it as a byproduct 
and then reuses it after it has been processed. Luria’s yards do not 
give Luria access to buy home scrap or to sell it. The identity oi 
the processor of the home scrap, whether it be the mill itself or an 
outside contractor, has no effect on the market for purchased scrap. 

(ii) A further example of inaccuracy is thestatement in the majority 
report that Luria has a monopoly in the ‘Intermountain West” by 
virtue of ‘formal contracts for exclusive dealing with the only two 
mills” in the area. The two mills referred to are apparently the 
Pueblo, Colo., plant of Colorado Fuel & Iron and the Geneva, Utah, 
plant of United States Steel. As noted above, the agreement with 
respect to the Pueblo yard is not an exclusive contract. There is no 
Luria yard adjacent to the Geneva plant and no agreement whatso- 
ever between Luria and the Geneva plant. 

(iii) The majority report emphasizes what it calls Luria’s ‘“mar- 
riage’ with the steel mills adjacent. to which Luria has yards and 
indicates that monopoly results ‘ ‘psychologically” from the “inevitable 
social and working interchange.” There is no evidence that steel 
mills base purchasing policies on psychological factors or social 
relationships. As seen above, each mill is free to buy all or a sub- 
stantial part of its scrap from companies other than Luria. As long 
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as that freedom exists, all scrap sellers may compete equally and it 
may be safely assumed that steel mills will continue to base their 
purchasing policies on tangible factors of price, quality, and service, 
and not on psychological “marriages.” " 








8. UNPROVEN ALLEGATIONS CONCERNING 


IRON 


THE 
AND STEEL 


INSTITUTE OF 





SCRAP 








The majority report concludes that Luria dominates the ISIS, the 
major trade association in the scrap industry, and uses it for its own 
agerandizement. The officers of ISIS insist that the association 
operates democratically. If, indeed, the democratic bylaws and 
procedures of the ISIS are circumvented’ by Luria domination, it 
would seem that there would be some evidence of specific situations 
in which the ISIS has been utilized for Luria’s benefit or aggrandize- 
ment. Yet, in all of the testimony on this subject at the hearing, 
the only instance cited as an example of ISIS domination by Luria 
was the fact that the organization did not take sides in the FTC case.” 
It should be noted that the majority report does not say that the ISIS 
favored Luria in the FTC case; it complains only that “ISIS never 
mentioned the FTC proceedings against Luria in any of its many 
publications.” The fault of ISIS is thus, in the mind of the majority, 
not favoritism but neutrality. Certainly, neutrality by a trade 
association in a litigated proceeding involving conflict between 
members of the association is evidence simply of normal trade asso- 
ciation practice. 

Weighing the testimony on this point, the best test to apply is the 
old maxim that ‘‘the proof of the pudding is in the eating.” The 
proof of the pudding here is that if Luria dominated the ISIS, as 
charged, there would probably be evidence of some specific acts by 
the ISIS favoring Luria. The lack of any evidence of such acts of 
favoritism leads to the conclusion that no domination by Luria 
exists. 

In support of the contention that the ISIS is not dominated by 
Luria or anyone else, the executive vice president of the ISIS cited the 
fact that the organization comprises 1,298 members, 78 percent of 
whom are small, independent dealers. Under the bylaws, each has 
one vote in all local or national elections. The voting board of di- 
rectors totals 43, the overwhelming meres of whom are not em- 
ployees or assoc iates of Luria. Mr. Edwin Barringer, the executive 
vice president of ISIS, who has been intimately connected with the 
organization for 21 years, has stated to the committee, among other 
things, that (i) no president of the institute, be he a Luria employee 
or not, dominates meetings or activities of the association; (11) he has 
never known a director to withhold discussion on any issue because of 
apprehension to express himself before Luria or any other member; 
and (iii) all programs of the ISIS are adopted by majority vote after 
thorough debate at open meetings which any member may attend. 
It is the position of the ISIS that the president, whoever he may be, 
does not control the policies or actions of the ISIS..5 The majority 
“it See testimony of steel mill executives at the hearing concerning practical factors governing choice of 
supplier of purchased scrap. Granite City Steel (pp. 134 as United States Steel Corp. (pp. 140, 143 
144); Jones & Laughlin (p. 143); Bethlehem Steel (pp. 151-15: 

12 The broad allegations in the m: ajority report that L Sli Ga eomonti action to aid small dealers and that 
a Luria executive used the prestige of ISIS to get business for his firm are obviously speculative and are 
not supported by reference to any specific occurrences. 


13 Hearing, testimony of Barringer (pp. 107-108). See also “‘Supplemental Statement by Edwin C. 
Barringer,’ July 15, 1959 (appendix to hearing, p. 162). 
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report chooses to disregard this evidence and give credence instead to 
general testimony by the officers and paid counsel of a smaller, rival 
trade association. 

Great harm to many small businessmen can result from the unsup- 
ported allegation in the majority report that there are “‘antitrust im- 
plications” inherent in the research program in which the ISIS and 
the American Iron and Steel Institute have jointly retained Battelle 
Memorial Institute to conduct certain studies and that these implica- 
tions should be investigated. The objectives of the research pro- 
gram, as quoted in a newspaper article cited in the majority report, 
are set forth verbatim in the footnote below, and make it quite evi- 
dent that it is unlikely that any antitrust violation would be found 
if the matter were investigated." 

Whatever may be said as to the existence or nonexistence of a Luria 
monopoly, even the majority report admits that the “first problem” 
oppressing the scrap industry is the reduction in the use of scrap re- 
sulting from recent technological changes. The newspaper article 
which the majority report cites as evidence of possible antitrust vio- 
lations contains the following statement: 


Emphasis in the research project will be placed on the No. 
2 grades, and particularly on No. 2 bundles, which are be- 
coming the predominant grade manufactured by dealers 
* * * It is the hope of the scrap institute that when steel 
mill operating officials gain a better knowledge of scrap they 
will be convinced of the advantage of using more dealer scrap 
and less hot metal and industrial scrap. 


It is thus clear that the objective of the research program supported 
by the ISIS and Luria is exactly the same as the objective championed 
by the independent dealers who testified at the hearing. The research 
program constitutes the best immediately available mechanism by 
which to attempt to assist the small dealer. 


4. LURIA’S RELATIVE SIZE AND GROWTH 


Luria, including its subsidiaries, is the largest scrap company in the 
United States. However, Luria is not nearly as large nor has it grown 
as fast as the misleading statistics in the majority report attempt to 
indicate. 

The data as to Luria’s size and growth contained in the majority 
report are based almost entirely upon figures contained in a brief 
submitted by government counsel who are opposing Luria in the FTC 
case. Counsel for Luria have vigorously contested the statistical 
basis of the figures used in that brief, contending that such figures are 
exaggerated and distorted because, among other things, they fail to 
include large purchases of scrap by certain significant consuming 
groups. Likewise, the regional breakdowns used by government 
counsel in the FTC case, and adopted by the majority report, were 
attacked by Luria before the FTC as being nonrepresentative. The 

4 Daily Metal Reporter, Apr. 21, 1959, describes the objectives of tne research program as follows: 

**(1) Procedures now in use by steel mills in inspecting purchased scrap. (2) An evaluation of the tech- 
nological changes that have taken place in steel mill operations and their relationsnip to purchased scrap. 
(3) A review of the specifications that govern purchased scrap. ‘ (4) A study of the technical improvements 
that have taken place in steel mills in handling and processing purchased scrap. (5) A review of the exist- 
ing statistics pertaining to scrap so as to determine methods of compilation, uniformity in gathering and 
compiling the data. (6) A study of plant operating variables as a means of differentiating between various 


grades of scrap.” 
18 Daily Metal Reporter, July 16, 1959. 
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seriousness of Luria’s contentions concerning the inaccuracies in the 
regional breakdowns used by government counsel and copied in the 
majority report is seen, for example, in the fact that those figures 
omit the largest scrap-consuming region in the United States, which 
the Bureau of Mines calls the ‘East North Central” district and which 
comprises Illinois, Indiana, Michigan, Western Ohio, and Wisconsin.'® 

Hundreds of pages of testimony and exhibits in the FTC case are 
devoted to questions relating to the statistics purporting to show 
Luria’s size and rate of growth. The Luria brief submitted to the FTC 
devotes 45 pages to summarization of the arguments attacking the 
Government’s statistics.” The controversy over these statistical 
questions is currently pending before a hearing examiner of the 
Federal Trade Commission who will render a decision after judicial 
consideration of the evidence before him. 

Not only does the majority report unfairly cite as “‘proof” of Luria’s 
monopoly the disputed figures taken from the Government brief in 
the FTC case, but nowhere does it even disclose that the accuracy of 
these figures has been seriously questioned. 

This committee has not fully weighed the extensive evidence 
presented by all sides before the FTC on these complex statistical 
questions. Accordingly, it is most improper for the majority report 
to adopt the position of one of the contending parties. Furthermore, 
the majority report errs in failing to cite figures with respect to years 
since 1954, although current figures were supplied to the committee 
following a request by the chairman. 

There is no valid reason for the majority report to embark upon the 
unsettled seas of statistical debate in order to ascertain Luria’s rela- 
tive position in the scrap market in view of the existence of authorita- 
tive current figures in the record of the hearing. ‘These figures are 
contained in a sworn statement presented by Luria to the committee.” 
These figures avoid controversial statistical concepts and straight- 
forwardly report total sales of scrap by Luria and its subsidiaries to 
U.S. consumers as compared to total purchased scrap consumed in the 
United States for the years 1955 through 1958. The figures show that 
Luria and its subsidiaries sold about 25 percent of the purchased scrap 
consumed in the United States during each of the last 3 years. Luria’s 
share of the total U.S. scrap market is about half the amount alleged 
in the majority report. 

Luria’s relative position in the export market is somewhat more 
difficult to assess because of the common practice pursuant to which 
scrap firms make export sales in joint venture with others. However, 
statistics in the record indicate that Luria’s export sales during the 
last 3 years represent about one-third of total U.S. scrap exports, 
after excluding the interest of nonaffiliated joint venturers.’® The 
actual figure of Luria’s share of the total export market is substantially 
below the impression created by the majority report. 

Luria’s share of the total market for purchased scrap has remained 
at about 25 percent since at least 1955.2 Luria’s growth is due only 


16 Op. cit., footnote 2, supra, p. 437. 

17 [bid., pp. 405-445. 

18 “Statistics Show ing the Extent of Domestic and Export Sales of Scrap by Luria Bros. & Co., Inc., and 
Its Subsidiaries’ (hearings, p. 67). 

19 Thid., p. 68. 

% Total scrap sales by Luria and its subsidiaries as a percentage of total U.S. purchased scrap consump- 
tion are as follows: 1956, 26.2 percent; 1957, 25.7 percent; 1958, 24.4 percent. (Derived from statistics sup- 

lied to the committee in a sworn statement entitled ‘Statistics Showing the Extent of Domestic and 

xport Sales of Scrap by Luria Bros. & Co., Inc., and Its Subsidiaries,” hearings, p. 67.) 
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in very small part to acquisitions or mergers, for Luria has had no 
substantial acquisitions or mergers since the purchase of Southwest 
Steel Corp. almost 10 years ago. New scrap yards constructed by 
Luria during the last 10 years have contributed a relatively small 
amount to the company’s growth, such yards haying handled only 6 
percent of Luria’s total scrap shipments in 1958 and only 7 7 percent in 
the first quarter of 1959.7! 


5. IMPACT OF TECHNOLOGICAL CHANGES 


Recent technological changes in the process of steelmaking have 
reduced the demand by steel mills for purchased scrap. These changes 
are the basic problem facing the scrap industry today. Their impact 
affects all scrap brokers and dealers regardless of size. There is no 
evidence before the committee to support the opinion expressed in the 
majority report that the impact of such changes is greater upon small 
dealers than upon Luria and leads to competitive gains for Luria. 
The statistical evidence in the record clearly contradicts the majority 
report and shows that over the last 3 years, as me impact of tech- 
nological changes has begun seriously to be fe lt, Luria has sold a 
declining percentage each y year of the total scrap consumed in the 
United States.” 


6. THE CONDUCT AND INTEGRITY OF LURIA AT THE HEARING 


The attacks in the majority report upon the integrity of Luria and 
the conduct of the witness who appeared as its representative at the 
hearing are unwarranted. 

Luria’s witness at the hearing was Myron L. Chase, assistant to 
the president of Luria, who is also presently serving a term as president 
of ISIS. Mr. Chase appears to have been a natural choice for Luria 
to suggest as a witness because of his knowledge of technological 
problems and his familiarity with ISIS, both of which were expected 
to be principal subjects of inquiry. The majority report now criti- 
cizes Luria for choosing Mr. Chase as its witness; how much more 
would Luria have been subject to criticism if it had sent anyone else, 
inasmuch as Mr. Chase is obviously the key witness in any inquiry 
concerning Luria’s relationship with ISIS? 

The majority report creates the distorted impression that certain 
supplemental statements submitted by Luria following the hearing 
were retractions or reversals of Mr. Chase’s original testimony. The 
majority report fails to disclose that these supple ‘mental statements 
were supplied by Luria in response to specific requests by the sub- 
committee for additional detailed statistics and amplification of data 
in areas in which the witness was understandably unprepared to 
testify. The supplemental statements are neither retractions nor 
reversals and they fully corroborate the testimony of Mr. Chase at 
the hearing. 

In order to view this matter in some perspective it is necessary to 
consider the circumstances leading up to the hearing and the events 
of the hearing itself. The chairman wrote to Luria on June 15, 1959, 
9 days before the hearing, stating that the subcommittee would like 
“to hear from your company in comment upon and reply to” the 


21 Op. cit., footnote 10, supra. 
2 Op. cit., footnote 20, supra. 
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testimony of “scrap steel dealers who will present their complaints.” 
The chairman’s letter also stated that copies of the statements of the 
scrap dealer witnesses would be sent to Luria on June 17 in order to 
give Luria a fair “opportunity to prepare for the hearings.’”” On June 
17 one statement was sent to Luria and it was advised that six other 
scrap dealers would also testify. One additional dealer statement 
was delivered to Luria late in the day on June 22, and one more was 
made available on the evening before the hearing. The statements 
of the four other witnesses who testified were first disclosed to Luria 
at the hearing. 

Furthermore, the questions put to Mr. Chase at the hearing went far 
beyond the scope of simply commenting upon and replying to the 
statements of the complaining witnesses which had been the announced 
purpose for which he had been invited. The wide range of these 
additional questions is best summed up by a remark of the staff 
economist who began a series of questions by stating, ‘I would like 
to roam all over the place, and ask questions about various and sundry 
subjects.” ?> Many of these additional questions involved producing 
figures and other detailed data covering periods of up to 10 years 
and could only be answered accurately after reference to the books 
and records of Luria. The chairman, of course, recognized that 
neither Mr. Chase nor any other executive of a large enterprise such 
as Luria could be expected to be prepared to testify on such matters 
without advance notice, and accordingly there are more than 20 places 
in the transcript at which either the chairman or another member of 
the committee suggested that Mr. Chase submit information by supple- 
mental written statement. It is to be noted that each supplemental 
statement submitted by Luria cites the page number in the transcript 
on which the request for additional material wasmade. The foregoing 
circumstances are all well known and are described in a letter from 
Mr. Chase to the chairman, dated July 22, 1959. 

The majority report attempts to support its attack upon Luria’s 
integrity by citing five instances of purportedly untrue testimony by 
the Luria witness ‘‘on matter vital to the hearing.” Analysis of the 
facts relating to each of those five instances demonstrates that the 
charges are entirely unwarranted. The facts are as follows 

(a) The majority report states that since 1955 Luria had made 
“scores” of loans “at a rate closely approximating the previous 
practice.” The majority report calls these loans “important trans- 
actions,’ ” and attacks Mr. Chase for testifying otherwise. 

The facts are that during the approximately 414 years, January 1, 
1955—May 31, 1959, covered by the sworn supplemental statement 
submitted by Luria, loans were made by Luria, not to “scores,” but 
to 18 different dealers.25 This compares with loans made to 55 differ- 
ent dealers during the years 1950—54,”* and shows a substantial decline. 
This decline is further emphasized by the fact that loans were made 
to seven different dealers in 1955, two in 1956, six in 1957, four in 
1958, and only one up to May 1959. 

It is equally clear that the majority report is incorrect when it 
refers to these 18 loans as “important transactions.’”’ The majority 

*% Retained in committee files. 
35 See exhibit A, annexed to sworn supplemental statement entitled ‘‘Loans and Advances Made by 


Luria Bros. & Co., Inc., Since 1954”’ (hearing, p. 101). 
% Luria FTC Brief, pp. 179, 180. 
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report says that there are approximately 8,000 scrap dealers in the 
United States; Luria does business with about 1,500 of them. Luria 
gave loans over a 4-year period to 18 such dealers, never more than 
7 in one year. The number of dealers who received such loans is 
patently insignificant compared to the total of the industry. The 
amount of those loans is equally insignificant when considered in the 
context of Luria’s total business. 

In view of the relative insignificance of the loans made in the light 
of Luria’s overall business, it is perfectly credible that Mr. Chase 
should not have known of a few scattered loans authorized by other 
executives outside of his department. 

(6) The majority report asserts that there was a “substantial in- 
crease” in Luria’s share of the business at Colorado Fuel & Iron after 
Ogden Corp. acquired Luria, that Mr. Chase was untruthful in stating 
otherwise at the hearing, and that the statistics which Luria sub- 
mitted by supplemental statement following the hearing are “con- 
trary’ to Mr. Chase’s testimony at the hearing. 

Luria submitted a table showing the percentage of C.F. & I.’s total 
scrap which was bought from Luria by each of the five plants of 
C.F. & I. during the 10 years 1949-58.77 Ogden acquired Luria in 
October 1955, and therefore analysis of the statistics is most appro- 
priately made by comparing the full years prior to 1955 and the full 
years after 1955 and omitting 1955 since it was a year in which two 
different conditions prevailed. Analysis of the figures submitted 
shows that — 

(i) Pueblo, the largest C.F. & I. plant, purchased 100 percent from 
Luria in 1952, 1953, and 1954. It purchased 99.4 percent in 1956, 
99.2 percent in 1957, and 99.5 percent in 1958. Luria sales show a 
slight decrease at Pueblo after Ogden’s acquisition, not a ‘‘substantial 
increase.”’ 

(ii) The Buffalo plant has bought 99 and a fraction percent from 
Luria in the 3 years 1956-58. This was not a “substantial” change 
in purchasing policy because Buffalo had purchased as much as 99.6 
percent as early as 1951, although it fluctuated somewhat from year 
to year thereafter. 

(iii) The Claymont and Roebling plants are about the same size. 
Claymont’s purchases went from a pre-Ogden high of 96.3 percent in 
1953 to a post-Ogden high of 100 percent in 1958, certainly not a 
“substantial increase,’ particularly when balanced against a slight 
decrease in purchases by Roebling from a pre-Ogden high of 99.3 
percent in 1953 to a post-Ogden high of 94.6 percent in 1958 (Roebling 
in no year after 1955 purchased as much as it had in each of 3 reported 
years prior to 1955). 

(iv) Birdsboro is a small blast furnace and purchases little scrap; 
its pre-Ogden high was 98.0 percent in 1953 and its post-Ogden high 
was 98.7 percent in 1957, again no “substantial increase.”’ 

The figures in the supplemental statement submitted by Luria 
after the hearing thus corroborate Mr. Chase’s testimony at the ear- 
ing and disprove the assertion of the majority report. 

(c) The majority report attempts to make much of the fact that 
Mr. Chase, in attempting to list all acquisitions over a 10-year period, 
forgot to mention the acquisition of Southwest Steel which toox place 


27 See table annexed to sworn supplemental statement entitled ‘‘Relationship Between the Colorado 
Fuel & Iron Corp. and Luria Bros. & Co., Inc.”’ (hearing, p. 63) 
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almost 10 years ago—In February 1950. In assessing Mr. Chase’s 
lack of knowledge on this point, it is significant to note that the ac- 
quisition of Southwest took place before Mr. Chase was employed by 
Luria and he therefore had no personal connection with it, and further 
that this was clearly a question outside the area on which Mr. Chase 
had been advised that he would be expected to testify. As soon as 
Mr. Chase learned the facts he voluntarily informed the subcom- 
mittee in a written supplemental statement.” 

Luris’s ownership of Southwest is a widely known fact and it is 
incredible to assume that Mr. Chase thought that he could hide 
what was certainly known to every informed person in the room. 
Luria’s acquisition of Southwest is a matter of public record, for 
Southwest is named as a respondent in the FTC case and figures 
prominently throughout all of the documents pertainin , to that case. 
It is clear from the transcript that the staff was familiar at the time 
of the hearing with the complaint in the FTC case and therefore must 
have known of Southwest. 

A reading of the transcript indicates clearly that any misunder- 
standing which may have existed for a few minutes concerning the 
acquisition of the Schlossberg yard arose because of the unclear and 
imprecise form of certain questions addressed to Mr. Chase. It did 
not take “vigorous ecross-examination” to drag out the acquisition 
of the Schlossberg yard, as the majority report says. It simply took 
a clear question. Once a clear question was asked a clear answer was 
given, an answer which is fully corroborated by the supplemental 
statement later submitted.” The acquisition of the Schlossberg yard 
certainly was not a matter “vital to the hearing,’ as the majority 
report implies, for the yard handled less than 1 percent of Luria’s 
total scrap in the year after it was acquired.” 

(d) The majority report questions Mr. Chase’s testimony with 
respect to Loudee Steel Corp., a small Canadian dealer. The majority 
report mentions the fact that two relatives of the owner of Loudee 
are employed by Luria but suppresses the important fact that these 
individuals retain no interest in Loudee and that all transactions 
between Luria and Loudee are upon an arm’s-length basis.*! 

(e) The majority report questions Mr. Chase’s testimony with 
respect to Luria’s advertising in the trade magazine Scrap Age. 
Mr. Chase’s testimony is corroborated by a sworn supplemental 
statement submitted to the committee and is supported by docu- 
mentary evidence in the record.*” 


7. RECOMMENDATIONS FOR ACTION BY THE ANTITRUST DIVISION OF THE 
DEPARTMENT OF JUSTICE 


The majority report contains a recommendation that the Antitrust 
Division of the Department of Justice conduct an investigation of 
Luria “for possible prosecution under section 2 of the Sherman Act” 
and also an investigation of ISIS. At several points the majority 
report recommends that a ‘criminal’ antitrust proceeding be insti- 
tuted by the Department of Justice. 

% Op. cit., footnote 10, supra. 
29 Thid., p. 70. 
® Tbid., p. 71. 
1 Thid., p. 71. 


_ #2 See sworn supplemental statement entitled ‘Advertising by Luria Bros. & Co., Inc., and Its Subsid- 
iaries in the magazine Scrap Age,”’ and exhibits thereto (appendix to hearing, p. 166). 











32 PROBLEMS IN THE SCRAP STEEL INDUSTRY 





Analysis of the majority report shows that the alleged monopolistic 
practices and powers which the Antitrust Division is urged to investi- 
gate are the very same practices and powers which are alleged in the 
FTC « case, plus the allegations with respect to superyards and ISIS. 

The recommendation that the Antitrust Division should undertake 
to investigate the same alleged practices which are the subject of the 
pending FTC case violates fundamental and well-established prin- 
ciples of antitrust law and enforcement procedure. The fact that the 
FTC case alleges, among other things, violations of section 5 of the 
Federal Trade Commission Act and that the majority report recom- 
mends investigation under section 2 of the Sherman Act does not 
justify action by the Antitrust Division. The FTC has full statutory 
authority and jurisdiction in its pending case against Luria to provide 
for appropriate relief. This legal principle was recently emphasized 
by Hon. Victor R. Hansen, while Assistant Attorney General in Charge 
of the Antitrust Division, in a scholarly address before the American 
Bar Association entitled, ‘‘Functioning of the Antitrust Division— 
Its Relationship to the Federal Trade Commission.” Judge Hansen 
said: 


The Antitrust Division and the Federal Tratte Commission 
have related jurisdiction in the enforcement of the antitrust 
laws. For example, both the Attorney General and the 
Commission are responsible for enforcing certain sections of 
the Clayton Act. Similarly, while the Sherman Act specifi- 
cally places responsibility for its enforcement in the Attorney 
General, the Supreme Court has held that the Federal Trade 
Commission “‘has jurisdiction to declare that conduct tending 
to restrain trade is an unfair method of competition (under 
sec. 5 of the Federal Trade Commission Act) even though 
the selfsame conduct may also violate the Sherman Act.” ** 


Both the Antitrust Division and the FTC have long recognized the 
importance of avoiding the duplication of effort. To this end an 
agreement was entered into in June 1948 between the two agencies 
establishing a procedure for systematic liaison. As the then Chief of 
the Special Litigation Section of the Antitrust Division said in 1954, 
“A workable and near foolproof procedure has been established to 
make sure no conflicts occur.’’** The procedure has been a source of 
increased efficiency in administering the antitrust laws. As Judge 
Barnes stated when he was Assistant Attorney General of the Antitrust 
Division: 

While jurisdiction is concurrent in certain areas as between 
the two agencies, and intended to be such for a definite pur- 
pose, I have been happy to find there has been in practice 
very little duplication in prosecution activities, and prac- 
tically no duplication in investigative work.* 

33 ‘Proceedings, Section of Antitrust Law, American Bar Association,’? Aug. 25-26, 1958, p. 21. The 
Supreme Court derision quotei by Judge Hansen is FTC v. Cement Institute, 333 U.S. 683, 693 (1948). See 
also FTC v. Reech-Nut Packing Co.. 257 U.S. 441, 453-454 (1922). To the same effect see ‘‘Report of the 
Attorney General’s National Committee To Study the Antitrust Laws,’”’ 1955 (hereinafter called ‘‘Atty. 
Gen.’s Comm, Renort’’), pp. 374, 375. 

3s Marcus A. Hollabaugh, ‘‘Proceedings, Section of Antitrust Law, American Bar Association,’’ Apr. 1-2 
1954, p. 18. 

35 Stanley A. Barnes, address, ‘‘Theory and Practice of Antitrust Administration,’’ before New York 
State Bar Association, Jan. 28, 1954. 
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The authoritative “Report of the Attorney General’s Committee 
To Study the Antitrust Laws’”’ (1955) stressed the absolute necessity 
of avoiding duplication, saying: 


It is basic to all relations between the two agencies that 
both should never for any reason, including differences in 
views as to the.law or the facts, proceed against the same 
parties for the same offense growing out of the same factual 
situation.* 


In summary, it is thus clear that the FTC has full power to grant 
whatever relief is needed in the pending case against Luria insofar as 
alleged practices already covered by that. case are involved. Ac- 
santa to the U.S. Supreme Court, that authority is no less strong 
because the FTC is acting under section 5 of the Federal Trade Com- 

mission Act and section 7 of the Clayton Act, rather than section 
2 of the Sherman Act. Any recommendation by this committee that 
the same matters be investigated by the Antitrust Division of the 
Department of Justice would lead to duplication of effort and needless 
waste of public funds. 

Insofar as the majority report recommends that the Antitrust 
Division should undertake an investigation of Luria’s so-called super- 
yards and alleged domination of ISIS, we believe that the facts show 
that no investigation is warranted. But if any investigation of these 
matters at all is undertaken, it should be conducted by the FTC, not 
the Department of Justice. The prior experience of the FTC gained 
through its extensive investigation of the scrap industry assures that 
it is the agency best equipped to conduct such an investigation 
expeditiously and economically. As the Attorney General’s Com- 


mittee report, noted above, pone out, a relevant factor to be con- 


sidered in determining which agency should undertake action in a 
given matter is the history of ‘‘prior proceedings against the in- 
dustry * * * and the importance of specialized administrative 
background.” * 

Brief comment is necessary in connection with the improper sug- 
gestion at several points in the majority report that “criminal” anti- 
trust action should be instituted against Luria. Although the anti- 
trust laws can-be enforced in both criminal and civil proceedings, it is 
well settled that, as Attorney General Brownell put it im a discussion 
of departmental policy, ‘Criminal proceedings will be limited to the 
obvious forms of per se illegality.” ** Luria is not charged with any 
obvious per se violation. Kather it is charged that certain conduct, 
otherwise lawful, such as making a loan or building a scrap yard, has 
been rendered illegal because of its anticompetitive economic con- 
sequences. In suc h cases it is clear that a criminal proceeding is not 
appropriate. The Attorney General’s Committee report explained 
this principle simply and authoritatively when it stated: 


Modern business patterns, moreover, are so complex that 
market effects of proposed conduct are only imprecise ‘ly pre- 
dictable. Thus, it may be difficult for today’s businessman 
to tell in advance whether projected actions will run afoul 

36 Atty. Gen.’s Comm. Report, p. 377. 


37 Tbid., p. 377. 
38 Address before New York State Bar Association, Jan, 28, 1954. 
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of the Sherman Act’s criminal strictures. With this hazard 
in mind, we believe that criminal process should be used 
only where the law is clear and the facts reveal a flagrant 
offense and plain intent unreasonably to restrain trade.® 


The same report summed up the danger of the reckless approach 
advocated in the majority report by warning against. any action 
which “subverts the Department’s policy of proceeding criminally 
only against flagrant offenses” and pointed out that improper threat 
of criminal action ‘‘debases the law by tarring respectable citizens 
with the brush of crime when their deeds involve no criminality.” 


#% Atty. Gen.’s Comm. Report, p. 349. 
49 Thid., p. 345, 
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Mr. Jounson, from the Committee on Aeronautical and Space 
Sciences, submitted the following 


REPORT 
INTRODUCTION 


The purpose of this staff study, made at the request of the chairman, 
is to serve members of the Committee on Aeronautical and Space 


Sciences as a source of basic information on Project Mercury, the 
man-in-space program of the National Aeronautics and Space Admin- 
istration. 

The study is largely derived from unclassified information released 
by the National Aeronautics and Space Administration and testimony 
concerning Project Mercury given during hearings before this com- 
mittee. The program descriptions are based upon current program 
planning. Since this is a highly advanced research and development 
program, the project is obviously subject to changes that may result 
from future developments and accomplishments characteristic of such 
research activities. Certain information with respect to revised 
schedules, obtained on a classified basis by the committee during 
inspection trips, is necessarily omitted. 

The appendixes to the study include information that may prove 
helpful on various aspects of space flight and exploration. Included 
are unofficial comments and observations relating to Russia’s manned 
space flight activities and also a complete chronology of all satellites, 
lunar probes, and space probes up to the present. 

The announced objectives of Project Mercury are to: (1) place a 
manned space capsule in orbital flight around the earth; (2) investigate 
man’s performance capabilities and ability to survive in a true space 
environment; and (3) recover the capsule and the man safely. Ad- 
vanced space flight and full utilization of space will require the inclu- 
sion of human intelligence and human operations. Project Mercury 
is, therefore, a first step in the ultimate achievement of interplanetary 
space flight and the Mercury capsule vehicle is a steppingstone to 
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larger systems in the future for the performance of scientific, civil, and 
military missions. 

The importance of Project Mercury to the security of the United 
States has been recognized by giving the program the same “highest 
national priority” status accorded to the ballistic missile programs. 

In addition to the national security requirements for the develop- 
ment of our space capabilities, it is evident that exploitation of the 
potentialities of outer space would be of benefit to mankind in gen- 
eral. During hearings before this committee, for example, the Admin- 
istrator of NASA, Dr. T. Keith Glennan, indicated that the value of 
advances to be made by space satellites in meteorology and worldwide 
communications would “be counted in the billions of dollars.” 

Dr. Glennan has indicated that before the United States has suc- 
ceeded in putting the first man into space via Project Mercury, the 
cost will have exceeded $200 million. Because it is essential to assure 
safe recovery of both the man and the capsule, and because of the 
many unknown factors that still exist, NASA has consistently refused 
to commit itself to any fixed launching date for the first manned 
orbital flight. The information given to the committee, however, 
called for unmanned tests extending through 1960. The first manned 
orbital flight will necessarily follow successful completion of the testing 
process. 

Meaningful appraisal of this Nation’s man-in-space program must 
inevitably be done in context with similar efforts underway in the 
U.S.S.R. The psychological impact of a Soviet “first” in this area 
could have tremendous effect on world opinion and play an important 
role in the ‘‘cold war.”” A sober reminder of Russian progress in this 
area was included in a statement by Senator Lyndon B. Johnson on 
August 3, 1959: 

Even though our man-in-space program has been given the same high priority 
accorded the ballistic missile programs, we are told that the Russians have the 
capability to put a man in space first. 

While we must not sell ourselves short, it is clear that this is no time for com- 
placency. We must continue to work harder and faster, for we must realize that 
the Soviets are not going to stop so that we can catch up with them, 

It should be noted that since this statement by the chairman, 
Russian space accomplishments have included first hitting—and then 
orbiting—the moon, and photographing its far side. 

The successful launching of the Mercury capsule, utilizing the Atlas 
booster, the largest booster presently available, would in some ways 
represent the maximum achievement in this regard that could be 
expected from existing boosters. Subsequent accomplishments in 
manned space flight, particularly the achievement of greater control 
and maneuverability, would be dependent upon the availability of 
larger boosters. Under present planning, the Saturn would provide 
the first such large booster. At this time, insufficient information is 
available to permit evaluation of whether the proposed transfer of 
the Development Operations Division of the Army Ballistic Missile 
Agency and of the Saturn project to the National Aeronautics and 
Space Administration will, in fact, result in a closer integration of 
space activities, including manned space flight. 








PART I. PROJECT MERCURY BACKGROUND 
1. SUMMARY OF PROJECT MERCURY PROGRAM 


The highest priority program now being conducted by the National 
Aeronautics and Space Administration is Project Mercury, the manned 
satellite program. The objectives of Project Mercury are to (1) place 
a manned space capsule in orbital flight around the earth, (2) investi- 
gate man’s performance capabilities and ability to survive in a true 
space environment, and (3) recover the capsule and the man safely. 
Project Mercury is a national effort of the United States, conceived 
and organized to send man on his first short step into space. The 
NASA Space Task Group located at the Langley Research Center, 
Hampton, Va., is administering Project Mercury. 

The McDonnell Aircraft Co. of St. Louis, Mo., was selected to 
develop and manufacture the Mercury manned satellite capsule, 
which is bell-shaped like a round television tube about 6: feet at the 
base and about 9 feet tall. The capsule will be wingless, have an 
extremely blunt leading face covered with a heat shield, and have 
high aerodynamic drag; it will be subject to various combinations of 
acceleration, heat loads and aerodynamic forces during boost and 
atmosphere-reentry phases. It is planned that an Atlas interconti- 
nental ballistic missile rocket booster would launch the manned capsule 
in a circular orbit around the earth, at an altitude of between 100 to 
150 miles. Upon completion of three orbits around the earth, descent 
from orbit would take place by use of retrothrust rockets in the capsule 
system. After being slowed down by aerodynamic drag, parachutes 
in the capsule system would billow out and further reduce descent 
speed, and recovery of the capsule could be made on land or water. 

The Mercury capsule would be guided into the desired orbit through 
ground-based and booster equipment after which ground and capsule 
devices would determine the orbital path in flight. Each orbit of the 
capsule around the earth would take about 90 minutes. Inside the 
Mercury capsule the astronaut, wearing a pressurized flight suit, would 
be supported on a couch tailored to the exact contours of his body 
which would enable him to withstand the forces of acceleration on 
take-off and reentry. Food and water would be available to the 
astronaut during orbital flight, and the capsule would be subject to 
controlled pressure, temperature, and atmosphere composition. 

The astronaut would have contact through voice communication 
with ground stations during flight. Capsule instrumentation would 
include two-way radios, receivers for command from the ground, 
telemetry equipment for transmission of data from the capsule to 
ground stations, and radio tracking beacons. Information on the 
astronaut’s physical condition would be telemetered to ground sta- 
tions. Other equipment would evaluate the astronaut’s reaction to 
space flight, measure and monitor the internal and external capsule 
environment, and make scientific observations. 

The astronaut would have the option of using manual or automatic 
control of the capsule during orbital flight. A control system of cap- 
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sule attitude sensors, electronic stabilization devices, and reaction 
controls would be incorporated in the capsule. The reaction control 
would maintain the capsule in a specified orbital attitude and establish 
the proper angle for firing of the retrothrust rockets for reentry into 
the atmosphere, or for an unplanned termination of the mission. 
During manual control of the capsule the astronaut would be able to 
see portions of the earth and sky which would enable him to position 
the capsule to the desired orbital attitude. 

Upon a signal initiated by either the astronaut, an automatic device 
within the capsule, or by a command link from ground control, the 
Mercury capsule’s retrothrust rocket system would supply sufficient 
impulse for reentry into the atmosphere in less than one-quarter of an 
orbital revolution. This control over the capsule’s point of reentry 
into the atmosphere would enable the landing area to be largely pre- 
determined. After the capsule has landed recovery aids would in- 
clude tracking beacons, smoke bombs, dye markers and other devices. 

Among the Project Mercury safety control features are an emer- 
gency system enabling the astronaut to escape if anything goes wrong 
during launching, an escape-system separation of the capsule from 
the booster in an emergency situation before orbital altitude is reached, 
and after the capsule is in orbit the ability of the astronaut to reenter 
the atmosphere at any time by activating the retrorockets. Project 
Mercury includes ground testing, development and qualification flight 
testing, and astronaut training—orbital flight of the manned space 
capsule would be dependent upon a logical buildup of vehicle capa- 
bilities and scientific data. 





2. PROJECT MERCURY HISTORY 


The National Advisory Committee for Aeronautics, predecessor 
organization to the National Aeronautics and Space Administration, 
had a long history of research on problems of manned flight at ever- 
increasing speeds and altitudes. During the years 1956 and 1957 
research experience in the fields of ballistic missiles and hypersonic 
flight led NACA to study the possibilities of utilizing ballistic missile 
boosters to provide the necessary velocities and altitudes for manned 
orbital and space flight. Such studies were intensified by NACA 
and the military services during 1957 and 1958. 

At the NACA Langley Aeronautical Laboratory a working com- 
mittee studied various manned satellite plans and in March 1958 
concluded that ballistic-entry vehicles launched with existing ICBM 
(intercontinental ballistic missile) propulsion systems should be util- 
ized in launching the first manned satellite. The details of a ve- 
hicle were drafted, and by June 1958 a working group of representa- 
tives from the NACA Langley Aeronautical Laboratory and the 
NACA Lewis Flight Propulsion Laboratory was formed for the pur- 
pose of outlining a manned satellite program. The primary respon- 
sibility for research and development leading to manned space flight 
was assigned to NACA 2 months later. 

A Joint Manned-Satellite Panel was established in September by 
NACA and the Advanced Research Projects Agency of the Depart- 
ment of Defense. It utilized studies made by NACA Langley and 
Lewis Laboratories, as well as the advice and assistance of the military 
services, and formulated specific plans for a program of research lead- 
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ing to manned space flight. The plans were approved in early October 
by the Director of ARPA and the Administrator of the National 
Aeronautics and Space Administration, which superseded the NACA 
as of October 1, 1958. Upon approval of plans by the Administrator 
of NASA a Space Task Group composed of personnel from Langley 
and Lewis began operations on Project Mercury at the NASA Langley 
Research Center. 


Research and development program 


Significant research and development testing of both model and full- 
scale configurations for the man-in-space project had taken place at 
the NACA Langley Laboratory during 1958. Prior to the actual 
establishment of NASA and the Space Task Group this research and 
development program had included: (1) aerodynamic data for the 
capsule; (2) sobpauntia data for the solid-fuel booster; (3) model 
and full-scale water-impact tests of the capsule and parachute system; 
and (4) design, construction, and centrifuge proof tests of a formed- 
couch pilot support system. Joint studies on the structural design, 
control systems, and overall system integration were performed by 
personnel of the NACA Langley Laboratory and the NACA Lewis 
Flight Propulsion Laboratory. 


Capsule 


On the basis of NACA studies and discussions with the Department 
of the Air Force which had been conducting related studies, the new 
NASA Space Task Group prepared preliminary specifications for the 
proposed Mercury space capsule for distribution to industrial firms 
by the end of October 1958. A contractors’ briefing attended by 
some 40 potential bidders on the capsule was held at the Langley 
Research Center on November 7. More detailed specifications were 
then prepared and distributed to about 20 manufacturers who had 
stated an intention to bid on the project. Twelve proposals for 
construction of the capsule were received by NASA in December 
and on January 9, 1959, final negotiations were begun with the 
McDonnell Aircraft Corp., with which a contract was signed on 
February 6, 1959, to design, develop, and build the capsule. elivery 
of the first unmanned qualification test capsule was scheduled for 
December 1959. 


Booster vehicles 

The two types of boosters required for the man-in-space project 
were: (1) large liquid fuel ballistic missile boosters for orbital flights 
and for hardware qualification flights, and (2) smaller solid fuel 
boosters for research and development flights. 

In the process of negotiating for the booster vehicles NASA Space 
Task Group personnel visited the Air Force Ballistic Missile Division, 
the Army Ballistic Missile Agency, and the Air Force Missile Test 
Center. Arrangements were made for ordering the required ballistic 
missile boosters from the military services, including Redstone and 
Jupiter boosters to be used in the flight test program and Atlas 
boosters to be used both in flight tests and in orbital flights. (NASA 
has since withdrawn the Jupiter from the Mercury program.) 

test propulsion vehicle comprising a cluster of four large solid 
propellant rocket motors was designed ty the Langley Research Cen- 
ter staff and contracts were let to North American Aviation, Inc., for 
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the solid fuel motors and the detailed design and construction of the 
airframes. 
Astronaut selection 

During the period since early November 1958 aeromedical person- 
nel have been assigned to the NASA Space Task Group by the Army, 
Navy, and Air Force to work in conjunction with personnel from the 
Space Task Group, from NASA headquarters, and from the NASA 
Special Committee on Life Sciences. The group established an astro- 
naut selection procedure, set up qualifications and requirements, 
and selected a group of 110 potential astronauts. In the process of 
final selection, seven astronauts were chosen and entered a training 
program at the Langley Space Task Group in early April 1959. 
8. NASA ORGANIZATION FOR PROJECT MERCURY 
The prime responsibility for Project Mercury is exercised by the 
Administrator of NASA, with the advice and assistance of ARPA 
through the Joint NASA-ARPA Manned-Satellite Panel. Advice on 
all considerations regarding the human pilot in Project Mercury is 
provided by the NASA Special Committee on Life Sciences which 
includes members from the Departments of Army, Navy, and Air 
Force, the Atomic Energy Commission, and private life. The techni- 
cal direction of Project Mercury is the responsibility of the NASA 
Space Task Group which includes as working members technical and 
medical personnel from the Army, Navy, and Air Force. 

The Space Task Group is a unit of the National Aeronautics and 
Space Administration located at NASA’s Langley Research Center, 
Hampton, Va. The group came into existence in the fall of 1958 w ith 
specific responsibility for putting a manned satellite into orbit with 
subsequent safe recovery. During the year preceding formation of 
the task group, several members of the Langley staff had conducted 
experimental and theoretical studies into problems of manned space 
flight. Dr. T. Keith Glennan, NASA Administrator, ordered that the 
task group be organized, and the Langley Center released a number of 

scientists to the group who formed its nucleus. 

The Space Task Group reports directly to NASA’s Office of Space 
Flight Development in Washington. Activities of the Operations 
Division of the Group include launching, recovery, ground support, 
and developmental testing. The Flight Systems Division conducts 
work on a parallel with systems applic ation, and its responsibility 
involves heat shielding, structures, navigation, rocket boosters, 
escape, life support and systems integration. The work within the 
Engineering and Contract Administration Division is design engineer- 
ing, specifications, contract negotiation and contract monitoring. 
Liaison is maintained with the Defense Department, through the 
Advanced Research Projects Agency, and with the NASA Life 
Sciences Committee. Aeromedical personnel essigned to the Space 
Task Group (predominantly from the Air Force) maintain direct 
technical and working liaison with aeromedical laboratories of the 
various military services. Available to the Space Task Group are 
human factors consultants experienced in the selection and training of 
crew members for such special military missions as high altitude 
balloon and research aircraft flights, and nuclear-propelled submarine 
exploratory and test cruises. 
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The Space Task Group calls on facilities of NASA, the armed 
services, universities and industry in the Project Mercury program. 
Human factors facilities in such fields as weightlessness and high 
acceleration and deceleration are being furnished by the Department 
of Defense. 


4, RELATIONSHIP OF X-15 RESEARCH AIRPLANE TO MANNED SPACE 
FLIGHT 


The X-15 rocket-powered research airplane is the most advanced 
research airplane in the history of aeronautics. It is anticipated that 
sometime within the next 2 years it will carry its pilot out beyond tine 
earth’s effective atmosphere at speeds never before approached by a 
piloted aircraft. 

The X-15 project is sponsored jointly by the U.S. Air Force, the 
National Aeronautics and Space Administration, and the U.S. Navy. 
In 1952, foreseeing the necessity of space flight research, the National 
Advisory Committee for Aeronautics inaugurated studies of the 
problems which would have to be solved before manned space flight 
could be feasible. Two years later after these problem areas had 
gone through aerodynamic studies including wind tunnel tests, 
NACA established preliminary specifications for an airplane best 
suited as a research vehicle for studies of aerodynamic heating, sta- 
bility and control, and pilot reaction at hypersonic speeds and at 
altitudes up to 100 miles. The result, the X-15, was built by North 
American Aviation, Inc., and powered by the XLR-99, an advanced 
airplane rocket engine manufactured by Reaction Motors Division of 
Thiokol Chemical Corp. 

Of the three X-15 airplanes to be built, two have already been 
delivered to Edwards Air Force Base, Calif., adjacent to NASA’s 
Flight Research Center, where contractor demonstration flights are 
now underway. Pending delivery of the XLR-99 engines, the early 
powered flights of the X-15 make use of a combination of two rocket 
motors totaling 16,000 pounds of thrust. The XLR-99 will be 
capable of producing more than 50,000 pounds of thrust and speeds 
over 3,000 miles per hour. 

After the contractor demonstration flights, the X—15 will be turned 
over to the Government for a NASA-conducted research flight test 
program. This phase of the program is also a cooperative effort and 
the X-15 test pilot pool will consist of specially trained NASA, Air 
Force, and Navy aviators. The Air Force will assist in funding the 
research flight program. Following a carefully prearranged flight 
plan, the plane’s performance will be gradually increased until it 
reaches maximum capability. Tracking and telemetry recording 
equipment has been installed under the supervision of the NASA 
from Wendover Air Force Base, Utah, to Edwards, along the 485- 
mile route over which the X-15 will fly. The plane will be heavily 
instrumented so that engineers and technicians on the ground will be 
able to monitor the effects of high altitudes and speeds on the air- 
craft’s structure and performance. In addition, special instrumenta- 
tion will record the pilot’s physiological reactions. The X-15 is not 
equipped with conventional takeoff and landing gear. It is carried 
to 38,000 feet by a modified B-52, dropped, and then it continues in 
flight under its own rocket power. The plane lands on skids. 
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The rocket powerplant, fueled with liquid oxygen and liquid am- 
monia, has a maximum burning time a little under 4 minutes. Ina 
flight to the edge of space and bac k, which will take less than 30 min- 
utes, the major portion will be unpowered or gliding flight, similar to 
a ballistic trajectory. The pilot will fly a programed flight path. 
Angle and rate of climb during powered flight will determine the 
trajectory. After engine burnout, the plane is committed to its course. 
Above an altitude of about 30 miles the X-15’s control surfaces will 
no longer be effective. However, the pilot can maintain proper ballis- 
tic attitude by activating small control rockets in the nose and wings. 
Aircraft attitude is extremely important during the flight, especially 
while the plane is reentering the atmosphere, and aerodynamic heating 
can become critical. Once in the atmosphere, the pilot will glide-land 
the plane using conventional controls. 

Each flight of the X-15 during the research program will provide 
scientific information applicable both to ae ‘rodynamics and space flight. 
Some of the areas for which the X-15 will provide research information 
are: 

Aerodynamic heating: It is anticipated thatthe aircraft will 
encounter temperatures up to 1,200° F. How will this affect the 
Inconel X airframe: how much and at what rate will heat transfer 
from one section of the plane to another? 

Aircraft control and stability: How will an aircraft perform 
and how will it handle under accelerations and decelerations up 
to the order of 7 G’s? 

Exit and reentry data: This research information will figure 
importantly in all future manned space vehicles which must 
guarantee safe passage both in and out of the earth’s heavy blanket 
of atmosphere. 

Physiological and psychological human reaction: The X-15 
pilot will be subjected to the longest period of weightlessness yet 
encountered, something on the order of 5 minutes. The force on 
his body during the reentry maneuver will be about seven times 
his own weight. At hypersonic speeds and at extremely high 
altitudes, pilot reaction must be swift and sure. 

Research information resulting from the X-15 program will be made 
available to industry and to the military services both in a series of 
major conferences and by means of technical reports. Much of the 
experience and results to be gained from the X-15 flights may be 
important to the successful execution of Project Mercury and possible 
subsequent projec ts. 

On November 3, 1959, an explosion and fire took place in the X-15 
shortly after it was dropped from the B-52 mother ship at an altitude 
of about 40,000 feet for a powered test flight. The explosion took 
place shortly after the engines were ignited and the pilot jettisoned 
the fuel supply and made an emergency landing. The pilot was un- 
injured but considerable damage was done to the X-15’s fuselage and 
front landing gear. The full extent of the damage, and its effect on 
the overall X-15 program, has not yet been determined. 

The currently planned follow-on to the X-15 is the Dyna-soar, a 
hypersonic rocket-boosted vehicle with sweptback delta wings cap- 
able of glide speeds in excess of 12,000 feet per second. The pur- 
pose of the manned Dyna-soar glider i is to provide research informa- 
tion more advanced than that obtainable from the X-15 and to 
indicate whether such a vehicle has military possibilities. Overall 
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technical control of the project is the responsibility of the Air Force, 
acting with the advice and assistance of NASA, which is also respon- 
sible for the research instrumentations. On November 9, 1959, it was 
announced that the Air Force Wright Air Development Division 
would retain actual management of the program, that the Martin Co. 
would supply the booster phase of the project, and that the Boeing 
Airplane Co. would be responsible for the manned glider portion of 
the vehicle, including integration of the entire system and the develop- 
ment testing program. The Air Force stated that the first step in 
the development program would be the design and test of a glider 
which would bring a man back to a normal landing from hypersonic 
flight speeds, and also that unmanned and later manned gliders would 
be launched from Cape Canaveral down the Atlantic Missile Range to 
explore technical and military problems associated with flight at near- 
orbital speeds. 


ORGANIZATIONAL STRUCTURE FOR 
MANAGEMENT AND DIRECTION 
OF PROJECT MERCURY 


ADMINISTRATOR 
NATIONAL AERONAUTICS AND 
SPACE ADMINISTRATION 


| | DIRECTOR 
| SPACE FLIGHT DEVELOPMENT 


JOINT MANNED-SATELLITE 
PANEL OF NASA-ARPA NASA 
(ADVANCED RESEARCH SPECIAL COMMITTEE 
PROJECTS AGENCY OF ON LIFE SCIENCES 
DEPARTMENT OF DEFENSE) 


ARMED-SERVICES NASA SPACE TASK ARMED-SERVICES 
TECHNICAL GROUP AEROMEDICAL 
REPRESENTATIVES LANGLEY FIELD, VA. REPRESENTATIVES 





Norte.—Recently the Space Task Group has become part of the NASA-Goddard 
Space Flight Center and reports through the Director of Goddard to the Director 
of Space Flight Development.) 
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LANGLEY SPACE TASK GROUP ORGANIZATION 


PROJECT DIRECTOR 
Robert R. Gitruth 


ASS'T PROJECT DIRECTOR 
Charles J. onion 


Or. RB. Voos (Navy) 


OPERATIONS ANO 
C.W Mothews . A. CONTRACT ADMINISTRATION 
uM. Preston C.H Zimmerman 
A. J. Meyer, Jr. 
RANGE 
ACTIVITY 


ENGINEERING 
R AND DO 
CONTRACT 
sodas TaaTon 
PILOT 
ae. 


OPERATIONS 
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FLIGHT COMPONENTS 


(Nore.—The following staff additions and changes have been made in the 
Space Task Group organization. Walter C. Williams has been appointed Associ- 
ate Director for Operations of Project Mercury; C. C. Kraft, Jr., and C. C. Critzos 
have been added to the staff of the Operations Division; and J. A. Chamberlin has 
replaced C. H. Zimmerman in the Engineering and Contract Administration 
Division, Charles J. Donlan is Associate Director for Development.) 


5. PROPOSED ARRANGEMENT AND OPERATION OF THE MERCURY 
SYSTEM 
Flight plan 

1. According to present plan, an Atlas intercontinental ballistic 
missile booster would launch the manned capsule into orbit. 

2. A nearly circular orbit would be established at an altitude be- 
tween 100 to 150 statute miles to permit as much as a 24-hour satellite 
lifetime. 

3. Descent from orbit would be initiated by the application of ret- 
rothrust rockets incorporated in the capsule system. 

4. Parachutes, incorporated in the capsule system, would be used 
after the vehicle has been slowed down by aerodynamic drag. 

5. Recovery on either land or water would be possible. 


Description of proposed manned capsule system 


1. Vehicle—The manned capsule would have high aerodynamic 
drag, and would be statically stable over the range corresponding to 
flight within the atmosphere. The capsule would be designed to 
withstand any known combination of acceleration, heat loads, and 
aerodynamic forces that might occur during boost or reentry, with an 
extremely blunt leading face covered with a heat shield. 

2. Life support system.—A couch, fitted into the capsule, would 
support the pilot during the orbital flight. Pressure, temperature, 
and composition of the atmosphere in the capsule would be main- 
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tained within allowable limits for human environment. 
water also would be provided. 

3. Attitude control system.—A closed loop control system, consisting 
of an attitude sensor with reaction controls, would be incorporated i in 
the capsule. The reaction controls would ‘maintain the vehicle in a 
specified orbital attitude, and would establish the proper angle for 
retrofiring or reverse firing of rockets, atmosphere reentry, or an abort 
or early termination maneuver. The pilot would have the option of 
manual or automatic control during orbital flight. During manual 
control the pilot would see portions of the earth and sky which would 
enable him to position the capsule to the desired orbital attitude. 

4. Retrograde system.—A system would be provided to supply suffi- 
cient impulse to permit atmospheric reentry in less than one-fourth an 
orbital revolution after application of the retrorockets. These rockets 
would be fired upon a signal either initiated by a command link from 
cround control or by the man himself. The landing area could be 
predetermined because of this control over the capsule’s point of 
reentry into the atmosphere. 

5. Recovery system.—As the capsule reenters the earth’s atmosphere 
and slows to a speed approximately that of sound, a drogue para- 
chute would open to stabilize the vehicle. At this time narrow metal 
strips will be released to pinpoint the capsule’s location by radar. 
When the altitude of the capsule decreases to a predetermined value, 
a landing parachute opens. The parachute will open at an altitude 
high enough to permit a safe landing on land or water. (The cap- 
sule will be buoyant and stable in water.) After landing, recovery 
aids will include: tracking beacons, a high-intensity flashing light sys- 
tem, a two-way voice radio, sofar bombs (a sound fixing and ranging 
system using an explosive element), and dye markers. 

6. Escape systems.—In an emergency situation before orbital alti- 
tude is reached, escape systems would separate the capsule from the 
booster. After the capsule is in orbit, the space pilot could reenter the 
atmosphere at any time by activating the retrorockets. Other safety 
control features would also be incorporated in the capsule system. 
Guidance and tracking 


Ground-based and booster equipment would guide the capsule into 
the desired orbit. Ground and capsule equipment would then deter- 
mine the vehicle’s orbital path throughout its flight. The equipment 
would be used to initiate the vehicle’s descent at the proper time and 
predict the landing area. 


Food and 


Communications 


Provision would be made for two-way communication between the 
pilot and ground stations during flight. Equipment would include a 
two-way voice radio, a receiver for commands from the ground, telem- 
etry equipment for transmission of data from the capsule t 0 ground 
stations, and a radio tracking beacon. This communications equip- 
ment is ‘supplemented by the special recovery aids, 


Instrumentation 


Biomedical instrumentation would sense, record, and telemeter data 
on the pilot’s vital physiological functions during space flight. 









PROJECT MERCURY: MAN-IN-SPACE PROGRAM 


13 








TWUBAYNYD 3d¥0 
d Y HONNWT 
S INHOWe 
Py 5 
: $ 
ps NOLIVOINAININD 
4 CNY ONINOVYL ONIDWIS 
, 
5 JUIHASOWLY 
: \ Y31NI 
Be SLIID0" 
p , NOLLDIPNI 
. inter 
z a Wi 30NULLIV L840 
. = s 4 — 
z SLIGUO € 
2 
s 


AVOLIICVAL LHOINS 
AUNDIIW 193PO%d 









PROJECT MERCURY: MAN-IN-SPACE PROGRAM 











15 


PROGRAM 


MAN-IN-SPACE 


-RCURY 


ME 


CT 


PROJE 








MAN-IN-SPACE PROGRAM 


PROJECT MERCURY: 


Pese 








-«- “WinHovuve 
Boao 






a JONLILIV 2ONVHD | 
C \ fo. Apoou 
' -3avosa 
_ NOBILIS 


1uong da1YOaY-WA1SAS 3dv9S2 
AINDIIW 193° 04d 





PROJECT MERCURY: MAN-IN-SPACE PROGRAM 17 


6. VALUE AND COST OF THE MERCURY PROGRAM 


On February 20, 1959, Dr. Hugh L. Dryden, Deputy Administrator 
of NASA, made the following statement before this committee con- 
cerning the value of the Project Mercury program: 

I think I mentioned that the situation is a little bit like determining the value 
of the airplane at the time of the Wright brothers. We have the utmost confi- 
dence, based on the past, if nothing more, that man is going to be in space, find 
useful things to do in space; that we must begin to study the problems associated 
with that 

This project, in my mind, will advance the general technology of space at a 
faster rate than almost anything else that I can think of. 

If you do not have such an integrating project, what you get engaged in is a 
lot of research in various directions but not concentrated on accomplishing a 
mission, * * * 


Now, basic research is necessary, but this must be followed by research directed 
toward a mission to work out the applied research and the development problems, 
and this, I think, is one of the great returns which will come. 

A secondary result of all of this work already reflected rather widely throughout 
our industrial structure are the developments in materials, devices, fabricating 
methods which come because this is at the forefront of our technology. 

In testifying before this committee on February 19, 1959, the costs 
of Project Mercury were identified by Dr. Glennan as follows: 

Project Mercury is budgeted at $37,661,200 in fiscal 1959; we are asking for 
$20,750,000 in supplemental funds before you now. 

The 1960 cost of Project Mercury is $70 million, and before we have completed 
this first U.S. effort to put man into space, the bill will have exceeded $200 million. 

Although there were very extensive revisions in the programs to be 
funded by NASA’s “Research and development” appropriation in the 
ensuing months, no changes were made in the estimates presented to 
the Congress for Project Mercury. It is now apparent, however, that 
the costs of Project Mercury will be greater than originally estimated— 
particularly if NASA construction and equipment funds are taken into 
account. 

On the basis of present programing, the direct investment in Project 
Mercury during fiscal years 1959 “and 1960 exceeds $152 million. 
This is ‘approximately $24 million more than the amounts previously 
identified to the Congress by NASA as programed for Project Mer- 
cury. Approximately $16.4 million of this increase represents 
inclusion in the total of construction and equipment funds devoted 
specifically to the Mercury tracking network, while the remaining 
$7.4 million represents funds shifted from other NASA research and 
development progr ams to Project Mercury. 

Recently, NASA adjusted its funding for Project Mercury by 
transferring $15 million from the “Research and development” appro- 
priation to the “Construction and equipment” appropriation in order 
to expand the Mercury tracking network. These adjustments have 
been dese ried i in a letter of October 8, 1959, and a memorandum of 
October 22, 1959, from the Assistant Administrator for Congressional 
Relations of NASA to the committee chairman. 

The pertinent extracts from the letter of October 8 and the memo- 
randum of October 22 are as follows: 

* ok * * * BS ok 


Manned space flight is the NASA’s top priority program. Increased costs have 
resulted from program complexities not foreseeable at the time the fiscal year 1960 
budget was drawn up. The program, as justified, contained funds for work on the 
extension of man’s space flight capability beyond Project Mercury; in order to 
make these funds available to Mercury, all such advanced work has been delayed 
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for a year and the 18-orbit mission has been reduced to a 3-orbit mission. An 
additional $7.515 million has had to be programed to maintain the Mercury rate 
of progress. Information will shortly be presented to Congress concerning a 
transfer of $15 million from the research and development appropriation to the 
construction and equipment appropriation for purchase of major equipment for 
the Mercury tracking range. Haaevde. this fund transfer does not represent 
a change in the revised total Mercury program. 


x + * * * * . 


NATIONAL AERONAUTICS AND Space ADMINISTRATION, 
Washington, D.C., October 22, 1959. 


Memorandum to: Hon. Lyndon B. Johnson. 

From: Assistant Administrator for Congressional Relations. 

Subject: Transfer of funds between NASA appropriations to provide additional 
funds for the construction of the tracking network for Project Mercury. 


1. It is the purpose of this memorandum to advise you of recent adjustments 
made in the fiscal year 1960 funds available to the National Aeronautics and 
Space Administration to provide additional funds for the construction of the 
tracking network for Project Mercury. 

2. A total of $16,420,000 has been appropriated to date for construction and 
equipment of the Mercury network. The original estimates for the network 
were, of necessity, based on a minimum of detailed study. Detailed engineering 
studies now indicate an immediate need for an additional $15.0 million for the 
fiscal year 1960. A brief summary of the technical considerations which underlie 
the need for the additional funding follows: 

(a) Additional facilities are required to further assure the safety of the 
Mercury pilot. For example, more extensive telemetry and data display 
equipment will be added at 15 locations to provide almost continuous contact 
with the pilot’s physiological condition to physicians who will be located at 
the ground stations. 

(b) Detailed study of possible equipment malfunctions, or abort conditions, 
has shown that additional radar tracking and telemetry reception will be 
essential in several areas to insure the safety of the pilot. Additional trans- 
portable tracking radars will be installed on Bermuda and on the West Coast 
of Africa to track the capsule in the event an abort becomes necessary during 
the launch phase. In this event, the capsule would not go into orbit and 
would have to be recovered between Bermuda and the African Coast. 

(c) An additional transportable tracking radar will be added on the west 
coast of Australia to fix more precisely the exact position of the capsule on 
the “down under’’ portion of the orbit. This information is now considered 
essential for determining the timing of the retrorocket and the capsule 
recovery point. 

(d) It is possible that, instead of completing three complete orbits before 
recovery, it might become necessary to bring the capsule in after only one 
orbit. An additional transportable tracking radar must, therefore, be located 
in West Central America to track the capsule during reentry after one orbit. 

Pursuant to the authority contained in the general provisions of Public Law 
86-213, the additional $15.0 million required in the NASA’s fiscal year 1960 
construction and equipment appropriation are being made available by the 
transfer of a like amount from the fiscal year 1960 research and development 
appropriation. Bureau of the Budget authorization for the transfer has been 
obtained in the form of approved apportionment revisions dated October 21, 1959. 


* a * * * * * 
After transfer of $15 million from the “Research and development” 
appropriation to the “Construction and equipment” appropriation, 
the current funding of Project Mercury is as follows: 





Fiscal year | Fiscal year Total 
1959 1960 ! 
ITD RU UIE iiss cccenavanwentaemebiconnnany 2 $46, 416,333 | $74, 362,000 | $120, 778, 333 
Consisuciion abd equipment . own cscciccendicntaddctsteesece 7, 020, 000 24, 400, 000 31, 420, 000 
i ate ea aes 53, 436, 333 98, 762, 000 152, 198, 333 








1 Includes fiscal year 1959 supplemental. 
3 Includes $8 million in ARPA transfer account. 











PROJECT MERCURY: MAN-IN-SPACE PROGRAM 19 


A detailed description of the objectives, justification and program 
hases of Project Mercury is contained in the following passage taken 
rom the printed record of hearings held by this committee on NASA’s 

authorization request for fiscal year 1960. 


Space Operations TECHNOLOGY—MANNED SPACE FLIGHT 
1, OBJECTIVES 


To provide a capability for accomplishing advanced space flight missions with 
vehicles where onboard human intelligence and operations are required. It will 
be a basie objective of the NASA to rationalize and refine the technology of 
manned space flight vehicles and associated systems, to achieve successful orbital 
flight and recovery of a manned satellite with an ICBM-booster and drag-reentry 
system, to evaluate the physiological and psychological effects of a space environ- 
ment on man, to establish his capabilities and limitations for performing useful 
missions in space, and to devise and develop improved manned vehicles with 
increased capabilities for performing important advanced missions. 


2, JUSTIFICATION 


It is becoming increasingly evident that full exploitation of the potentialities 
of space flight for benefiting mankind will be dependent on the development of 
practical capabilities for operating manned space vehicles. While it may ap- 
pear in principal that suitable instrumentation may be devised to perform in- 
creasingly complex space missions, in practice the availability in a vehicle of 
human intelligence and operational capabilities will prove to be the most effec- 
tive method for successful accomplishment of many advanced space flight 
missions. In particular, he can contribute to the tasks of space exploration 
and utilization an observational, analytical, and decision making ability con- 
cerning both expected and unanticipated problems, and a vast flexibility of ac- 
tion for operation, correction, and maintenance of scientific and technological 
instrumentation and equipment that characterize his present usefulness in air- 
planes and the scientific laboratory. 

In order to provide this capability a progressive program of research and 
development has been undertaken. A broad range of investigations directed to 
the solution of basic technological problems concerning vehicular configurations 
and construction, human factors, life support equipment and accommodations, 
launching systems, stabilization and control, reentry and recovery systems and 
techniques, operational and scientific instrumentation, and other vehicular sub- 
systems has been initiated. 

On the basis of extensive studies it has become evident that the first manned 
orbiting flight vehicle should be based on the use of an ICBM-booster launching 
system and the ballistic type of drag reentry into the atmosphere. The relative 
simplicity and reliability of this approach at the present state-of-the-art offers 
the best potentiality for early success and will yield a vehicle with a wide range 
of usefulness for investigating problems concerning both human and vehicular 
operation factors. This vehicle is also a logical steppingstone to larger systems 
of the same type with greater capacity for performing both scientific, civil and 
military services. In addition, it is adaptable to the investigation of both re- 
action-type space-path control and aerodynamic-lifting systems that will give 
later manned space vehicles a greatly increased scope of operations. 


3. PROGRAM PHASING 


During the fiscal year 1959, a wide range of studies and experimental investiga- 
tions is being initiated to assess the problems that will be encountered in initial 
development and operation of manned space-flight vehicles and to establish the 
design requirements for the first operational vehicle. A contract for the design 
and construction of the full-scale manned capsule and associated instrumentation 
and equipment should be let early in 1959 and the initial capsule for preliminary 
investigations should become available approximately 9 months later. 

Booster systems including solid-rocket clusters and liquid systems up to the 
ICBM size are being procured to provide for a progressive series of unmanned 
flights at increasing velocities up to orbital speed to refine both the vehicular 
systems and operational techniques to insure the safety of later manned operations. 
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Some of these preliminary flights will also utilize lower primates to assess a 
range of physiological and psychological factors that will be attendant to manned 
operation. Concurrently an intensive progrem of pilot training involving centri- 
fuge, pressure chamber, simulator, and balloon experiments will be undertaken, 

Further extensions of these programs are planned for the fiscal year 1960. 
Durirg this period it is expected that the first orbital flights of the unmanned 
full-scale capsules will be achieved and effective techniques developed for the 
reentry and recovery phases of the operation. If the systems and techniques 
prove successful, some preliminary flights at suborbital speeds with the manned 
capsule may be undertaken. Additional vehicle capsules and boosters and asso- 
ciated equipment will be procured for the continuing marned flight experiments 
in the following year. 

During the fiscal year 1960 it is also planned to undertake the development and 
construction of more refined versions of the vehicle that will offer greater capa- 
bilities for performing scientific investigations in space and for providing space 
path control. A range of analytical studies and model experiments will be 
undertaken to define the optimum approach to these problems and establish the 
basic design requirements. Initial development of appropriate vehicles should 
be undertaken. 

The major items to be procured for this project are the satellite capsules. A 
total of 12 capsules will be delivered during the fiscal year 1960; fiscal year 1959 
funds will be used for the design, engineering, and early construction phases of 
these satellites. Boosters for short-range test and qualification flights will also 
be purchased during the fiscal year 1959 and funds will be committed for the 
ICBM boosters required for the first orbital flights. The boosters for the manned 
orbital flights will be purchased in the fiscal year 1960. 


7. PROJECT MERCURY TIMETABLE 


The lack of a fixed date for launching man into space was referred 
to in testimony before this committee on April 9, 1959, by George 
M. Low, Chief of the NASA manned space flight program, and by 


Charles W. Mathews, Chief of the Space Task Group Operations 
Division. 


Mr. Matuews. * * * As far as our development test program is concerned, 
we have a very vigorous wind tunnel program going on to make sure that our 
capsule aerodynamics are satisfactory. I have mentioned the landing tests. We 
also have escape tests going on at the present time. 

The ballistic flights that will involve development tests will start about the 
middle of this year, and we will be getting the contractor to furnish capsules soon 
enough so that we can start qualifying them on Redstone * * * and Atlas, 
starting about the first of next year, and ultimately as we move along this will 
lead to manned flights on the Redstone and then on the Atlas. 

* * * * * * * 

Senator Stennis. You mean sometime in 1960? 

Mr. Matuews. As far as the manned flights are concerned, we will precede 
these as I mentioned by unmanned flights, and as we move along in the program 
we will decide that the situation is satisfactory for the man, and this will be 
decided at that time. 

Mr. Low. I would like to point out, Mr. Chairman, that there are many 
unknowns in this project, and we cannot predict exactly at this time when we 
will be able to fly a man. 

Senator Stennis. Yes. 

Mr. Low. It might come earlier than we hope for if everything goes real well, 
but the chances are that it would take a long time as yet. 


Another factor bearing on such a timetable, the safety of the astro- 
naut, was emphasized by Mr. Low in a NASA press conference on the 
astronaut program during which he stated: 

* * * we will not send a man on the Mercury mission until we are convinced 


that the mission will be no more dangerous than certainly a normal test flying- 
type operation. 
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A reference to the safety factor problem was made by Dr. Dryden 
on February 20, 1959, when he appeared before this committee: 

Senator Stennis, * * * 

You mention here that if you brought this manned vehicle down within 100 miles 
of your estimate, that would be considered fairly good aim. You have got a 
safety factor problem there, I know. Do you look upon that as very grave—if 
you can get it down to the earth you think you can handle the safety factor on 
landing? 

Dr. DrypEN. We must demonstrate that fact before we put a man up. 

Senator Srennis. Of course. That is not an insurmountable matter, is it, the 
safety factor? 

Dr. DrypEN. We don’t think so. We have, of course, invited the cooperation 
of the military departments, the Navy, they are in this with us on the planning 
of it. 

Senator STENNIS. Well, do you consider that a relatively minor matter? 

Dr. DrypENn. No; I don’t consider it a relatively minor matter. 

Senator Stennis. You consider it a serious matter? 

Dr. DryveEn. I think it is a major matter, and this is one of the things that 
we will find out in the buildup, and this is one reason I didn’t want to say definitely 
we know exactly when we are going to put a man into space. 





PART II, PROJECT MERCURY SYSTEM 
1, MERCURY CAPSULE 


According to present plan, the Mercury space capsule will be 
mounted at its base on an Atlas rocket and serve as the payload of 
the powerful booster. The capsule will be conical in shape, about 
6 feet in diameter at the base and 9 feet high. 

On April 9, 1959, Maxime A. Faget, Chief of the Flight Systems 
Division of the NASA Space Task Group described the space capsule 
to this committee as follows: 


Mr. Facet. * * * the particular type of manned satellite that we have chosen 
is a ballistic reentry vehicle. What this means is that during reentry into the 
atmosphere, the vehicle does not use lift. It merely comes into the atmosphere 
without lifting and depends on atmospheric drag to decelerate it down to zero 
velocity, or near zero velocity for parachute deployment. 

The reasons we chose this particular type of vehicle were as follows: Such a 
vehicle is considerably more compact and lighter than the more sophisticated 
lifting types of vehicles, and for this reason it was easy to incorporate it with an 
existing booster system, namely, the Atlas * * *. 

This saved not only development time and expense, but it also enhances our 
chances of success, inasmuch as we are exploring the unknown with the least 
amount of new developments in proceeding in this manner. 

Let’s look a little more closely to some of the details of our space capsule. * * * 

First, from a structural standpoint, the man is contained in a double wall 
pressure vessel shown in here. This pressure vessel will be made with a double 
skin of titanium, and it will be enclosed in a heat-protection vessel, the lower 
part of which is what we call a heat shield. This is a thick piece of material 
that absorbs the majority of the heat energy which is produced during reentry 
into the atmosphere. I should point out the capsule enters flying in this direction, 
with this large, heavy shield forward. 

Now, like I say, this absorbs a majority of the heat energy. However, there is 
some heating in the rear portion which is taken care of by a very thin high-nickel 
alloy material which is capable of dissipating this heat by radiation out into space. 

Between the heat-shielding material and the pressure vessel we have insulation 
which also serves as acoustical dampening material. In other words, we reduce 
the sound intensity from the booster during the boosting phase of the flight and 
will reduce the amount of aerodynamic noise during the entry, thereby making 
the flight more comfortable and enhancing the possibility of communicating with 
the ground station. 

This multiwalled type of construction, I would like to point out, is also favorable 
from the standpoint of reducing the chance of a meteorite penetration of the pres- 
sure vessel. In other words, the outer shield and acoustic material will tend to 
slow these meteorites down, and we are fairly confident there is no chance at all 
of a meteorite penetration. 


2. MERCURY BOOSTER VEHICLES 


It is proposed that before orbital flight of the Mercury capsule is 
att mpted, it will be launched on ballistic paths of increasing range; 
initial short range ballistic flights will be made at NASA’s Wallops 
Island Space Flight Center and longer range flights made at the 
Atlantic Missile Range. After ballistic and suborbital flights prove 
the system sound, orbital flights will be attempted. Some suborbital 
flights may be manned, but manned orbital flights would be under- 
taken only after repeated unmanned missions have proven successful. 
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At the present time, NASA’s Project Mercury boosters include 
three basic vehicles. The variety of vehicles is accounted for by the 
fact that various segments of the Mercury operations can be tested by 
smaller or larger boosters, as the case may be, with resultant efficiency 
and economy of operations. Based on the unclassified information 
presented to this committee during hearings held in April 1959, the 
following booster vehicles are included in the Project Mercury testing 
program. 


Little Joe 


This is a cluster of four solid propellant Pollux or Castor rockets 
and four solid propellant Recruit rockets housed in a cylindrical sec- 
tion with a total of up to 250,000 pounds of thrust at launching; it is 
used in research and development tests and in qualification tests at 
Wallops Island. 

The Little Joe vehicle can boost a full-scale capsule to about 4,000 
miles an hour and has a range of almost 130 miles. Costing about 
one-sixth the price of an Atlas, this vehicle is of value in simulating 
escape conditions in separating the escape capsule, for determining 
maximum load conditions, and in low-speed reentry tests where the 
vehicle is projected out of and returns into the atmosphere. 

NASA has scheduled six Little Joe shots during the latter half of 
1959 and spring of 1960. The majority of the Little Joe shots will 
employ boilerplate versions of the Mercury capsule. 

A test series of Little Joe booster flights was begun in October 1959 
at NASA’s Wallops station. The first flight, on October 4, was a 
proof test of the eight-engine launching vehicle system, using Pollux 
and Recruit rockets. The second flight, on November 4, used only 
two of the four Pollux engines in addition to the four Recruits and 
successfully provided data on: (1) performance of the escape system 
under maximum load conditions; (2) design concepts of the capsule; 
(3) further qualification of the Little Joe booster-capsule combination ; 
and (4) operation of the recovery parachutes. A 40-minute flight up 
to speeds of 3,600 miles per hour on December 4 successfully tested 
the capsule’s escape system at a high altitude (55 miles). A secondary 
test involved the successful inclusion of a monkey in the capsule during 
flight. 


Redstone 


The Redstone vehicle is used in qualification tests and will be the 
first vehicle used in astronaut-piloted operations. The Redstone 
capsule combination will first be qualified through unmanned and 
animal flights. This liquid propellant vehicle has a high record of 
reliability. It develops approximately 75,000 pounds of thrust, has 
a range of about 150 miles, and a speed of about 4,000 miles an hour. 
The Redstone will be fired from Cape Canaveral, Fla., and operate 
on the Atlantic Missile Range. 

Eight Redstone shots have been tentatively programed by NASA for 
calendar year 1960. During Redstone capsule flights the astronaut’s 
ability to control the attitude of the capsule will be checked, and he 
will also be subjected to high launch accelerations, to about 5 minutes 
of weightlessness, and also to high reentry deceleration. 


Atlas 


It is proposed that this largest booster to be used in the Mercury 
vehicle development and qualification testing program will also be 
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used in the final Mercury orbital flight. George Low of NASA stated 
before this committee on April 9, 1959: 

Only the Atlas can complete the orbital mission; only the Atlas can get the 
satellite into orbit. 

The liquid propellant Atlas, capable of developing a total of about 
380,000 pounds of thrust, will first be used in a range of 2,000 miles 
from Cape Canaveral, at a speed of about 17,000 miles per hour. 
Test flights of the Atlas will be unmanned; only the orbital flight of 
the Atlas will contain an astronaut. NASA has scheduled 10 test 
firings of the Atlas, beginning in the last half of calendar year 1959 
and extending through 1961. Atlas tests include Big Joe firings of 
boilerplate capsules to orbital speed but reentering the atmosphere 
rather than going into orbit; the capsule’s reentry will test severe 
heating conditions associated with orbital speed and their effect on 
the capsule’s heat shielding. Finally, the Atlas would be used to 
place the Mercury capsule in orbit. 

A successful Big Joe reentry and recovery flight was made on 
September 9, 1959. The primary research objectives met on this 
flight were: (1) to determine the performance of the ablation heat 
shield and to measure the afterbody heating of the capsule; (2) to 
determine the flight dynamic characteristics of the capsule; (3) to 
evaluate the forces on the capsule during flight and the operation of 
the control system; (4) to effect capsule recovery and to establish 
the adequacy of the recovery aids used in the capsule; and (5) to check 
procedures used in the recovery operation. Since the first Big Joe 
test achieved all technical objectives, the second test was cancelled. 


8. MERCURY FLIGHT TEST PROGRAMS 


Orbital flight of the Mercury manned space capsule would be pre- 
ceded by a buildup of vehicle capabilities and scientific data. The 
flight test programs include: 

1. Development tests of full scale boilerplate test capsules covering 
design criteria, components, and component reliability. These tests 
will establish design criteria to guide the manufacture of the final 
capsules, aid in the capsule’s component development, and help insure 
the reliability of the final capsule system. 

2. Qualification tests involving all final hardware, the capsule, and 
the equipment on board. Included will also be a series of animal 
flights which will represent a “‘biological test bed” to give the answers 
to these questions: (a) is the life support system adequate and reliable 
to meet the known metabolic requirements?; (6) are the dynamic force 
stresses imposed as predicted?; and (c) does the protective equipment 
(couch and restraints) maintain these force-effects within the range of 
physiologic tolerance? 

3. Pilot missions in ballistic flight to train pilots and aid in their 
qualification for orbital flight through the performance of tasks 
during ballistic flight to increase the reliability of the mission. 


Air drop tests of capsule recovery system 

The terminal phase of the Project Mercury flight—safe recovery 
after the capsule reenters the atmosphere—was an initial considera- 
tion of space scientists. Theoretical and experimental studies of 
this problem were considered by scientists of the NASA-Langley 
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Pilotless Aircraft Research and the Flight Research Divisions some 
months before the Space Task Group was formed. 

The Mercury capsule will be wingless and to bring it safely and 
stably to earth two parachutes will be employed, with another in re- 
serve for emergency use. The first (or drogue) is a small ribbon para- 
chute that will open at an altitude of about 70,000 feet. This drogue 
will trail the capsule and prevent tumbling, and at about 10,000 feet 
will drag out the second (or recovery) parachute. The recovery 
chute, 62 feet in diameter, will lower the capsule to water or ground. 
If the primary parachute fails to be ejected, another full-scale recovery 
chute will be released. Both automatic and manual release mecha- 
nisms are provided. Investigations are being made to test snatch and 
shock forces involved in parachute releases at high altitudes. Motion 
pictures and telemetry record performance data. 

Essentially, the air-drop program is designed to tell scientists the 
optimum altitude at which to deploy the recovery parachute; reliabil- 
ity of the parachute system; motions which can be expected during 
descent; impact forces in both water and ground landings; and reliable 
methods of recovery after landing. Before tests began at Wallops 
Island in the fall of 1958, NASA scientists developed methods for 
dropping a full-scale model capsule from its carrier, a large transport 
airplane, during the late summer over drop zones at Fort Bragg, N.C. 
and over a small airfield at West Point, Va. 

Full scale 1-ton models used as test vehicles are staged out of Lang- 
ley, where capsules are loaded on a transport airplane loaned to 
NASA by the USAF Tactical Air Command. The test vehicle is 
dropped into a free fall and is photographed in its descent by two 
chase planes. One chase aircraft is stationed at the same altitude as 
the carrier transport plane, and the other at the altitude where the 
recovery parachute will be deployed. When the capsule lands, two 
helicopters and a crash rescue boat go to the impact spot. One heli- 
copter, directed by the other and the crashboat, retrieves the capsule 
by shackling a line to an eye located on top of the test model. 

Detailed studies of the entire operation are made from motion- 
picture films taken by the jet airplanes. 

Testing of escape system for launching phase 

When the Mercury capsule is launched, it will have on top of it a 
pylonlike arrangement tipped with an escape-rocket system. If the 
booster malfunctions at any time from pad to staging, an escape rocket 
can be triggered and it will carry the capsule and its occupant away 
from the booster. Normal recovery by parachute then will take 
place. 

The escape system was described by Maxime A. Faget, Chief of 
the Flight Systems Division of the NASA Space Task Group, before 
this committee on April 9, 1959, as follows: 

We are using the Atlas booster, which is the one that is available now, and 
indications are that even when we are ready to launch Mercury the Atlas will 
not be completely reliable. There is certainly a small chance of failure of the 
rocket. For that reason, we have provided a means for the pilot to escape from 
the vicinity of the rocket motor during the boosting phase of the flight. 

This is accomplished with a small rocket motor mounted on a tower- -type 
arrangement at the front end of the capsule. In the event of an impending 


failure, which can be sensed with various instrumentation on the booster, or on 
the ground with our tracking and launching complex, the abort system will be 
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triggered. This will fire the escape rocket and will pull the capsule away from 
the booster at a velocity of again around 350 miles an hour relative to the booster. 
As a matter of fact it will put 250 feet between the escape configuration and the 
booster during the first second, which is more than enough to get it out of any 
danger. 

After the escape rocket is fired the tower will be jettisoned; after it is jettisoned 
the attitude is not stable, so that the capsule will turn around. After the atti- 
tude changes, the parachute is deployed, and the landing and recovery would be 
made in the normal manner. 

Reliability tests of the escape system, and aerodynamic studies of 
the capsule-escape combination, are being conducted from NASA’s 
Wallops Island launching site. With use of full-scale models, scien- 
tists are determining proper alinement of escape-rocket nozzles as well 
as dynamic forces on the capsule and escape arrangement during 
launch and descent. 


Simulating flight conditions in wind tunnel tests of scale models 

Behavior of the capsule during flight is being studied at the Langley 
and Ames wind tunnels and at the Air Force Arnold Engineering De- 
velopment Center, Tullahoma, Tenn. Free-flying model studies are 
being conducted at Wallops Island for the same purpose. 

At Wallops, small models are subjected to the full velocity range 
to investigate tumbling characteristics, reentry dynamics and after- 
body heating. For these studies, capsule models are placed on the 
tips of research rockets. 

In its extensive wind tunnel program, the NASA uses the complete 
range of scaled-down capsule-booster combinations planned in the 
buildup program. For example, buildup flights will be held with the 
capsule atop Redstone booster: wind tunnel research is providing 
answers to control inputs and trajectories by investigating the lift, 
drag and static stability of the Redstone-Mercury arrangement in 
scale models. 

At Langley, scientists are employing wind tunnels to determine 
heat transfer and pressure of the heat shield, dynamic stability, after- 
body pressure distribution, and lift and drag. The Langley tunnels 
cover the velocity spectrum from just a few miles per hour to Mach 18 
(11,000 miles per hour). 

At the Ames Research Center, Moffett Field, Calif., wind tunnels 
are used to study panel flutter, pressures and heat transfer, static and 
dynamic stability plus lift and drag in the Mach 0.6 (390 miles per 
hour) to Mach 15.3 (9,950 miles per hour) velocity range. 

Lift, drag, stability and pressure distribution studies in the speed 
range of Mach 0.5 (325 miles per hour) to Mach 20 (13,000 miles per 
hour) are scheduled at the Arnold Center. 

Testing impact of capsule after orbital flight 

When the Mercury capsule descends after its orbital flight, it will 
fall with a velocity of 30 feet per second. Drop tests at this velocity 
in the water tank facilities at Langley have shown that a safe water 
reentry can be made with the presently shaped leading face on the 
capsule. In the event of a ground landing, scientists are conducting 
studies into a crushable material which can absorb the landing shock. 
Materials now under study include honeycombed arrangements of 
corrugated plastic and aluminum, as well as the more fibrous cellulose 
materials. In these tests, scientists are dropping instrumented models 
in water tanks and on hard surfaces from all impact angles, using a 
variety of materials and arrangements. 
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PART III. PROJECT MERCURY ORBITAL FLIGHT OPERATION 
1, LAUNCHING THE MANNED SPACE CAPSULE 


It is expected that the Mercury capsule will be launched from Cape 
Canaveral in a direction slightly north of due east over the Atlantic 
Ocean. The general configuration of the Mercury system consists of 
the Atlas booster, the conical manned capsule atop the booster, and an 
escape rocket mounted on a towerlike pylon structure above the 
capsule. The capsule will contain the astronaut on his supporting 
couch which is designed to minimize the effects of high acceleration 
loads on the pilot, the environmental or life-support system, the atti- 
tude-control system, pilot displays, communications, and instrumenta- 
tion. The cylindrical upper part of the capsule contains a drogue 
parachute, for stability, and a main parachute for recovery. 

The Atlas booster is a configuration of three engines, two outer 
150,000-pound thrust booster engines and an 80,000-pound thrust inner 
sustainer engine. During the staging period of the launching the three 
burning engines will lift the vehicle to a height of about 50 miles at 
which time the two booster engines will drop off and the sustainer 
engine will continue to boost the vehicle to orbital velocity. Shortly 
after staging, the escape tower, no longer needed outside the atmos- 
phere, is also jettisoned. 

When the vehicle achieves orbital velocity and altitude, 100-150 
miles above the earth at about 18,000 miles per hour, the capsule will 
be separated from the booster by small separation rocket motors. 
After separation, the capsule will change its attitude 180°, from the 
direction of the booster to the opposite direction, so that the heat 
shield will be in front of the capsule when it reenters the atmosphere. 
The capsule will continue in this direction until it has made the pres- 
ently scheduled number of three orbits around the earth. ‘The Mercury 
tracking network has been augmented so that if it is necessary to bring 
in the capsule after one orbit it would be possible to do so. 


2. THE ASTRONAUT’S DUTIES DURING ORBITAL FLIGHT 


The reliability of the Mercury mission can be increased through 


the participation of the astronaut pilot including the following sched- 
uled activities. 


Communicating with ground stations 


The communication system will allow the astronaut to maintain 
ground contact. At launching a series of ships will be deployed in the 
Atlantic Ocean for purposes of immediate down-range tracking and, 
if necessary, for recovery of the astronaut in the event of an abort 
during the launching phase. Mercury communications stations will 
be located around the world along the orbital flight paths. The 
stations are located so that the pilot can talk with the station he is 
over for about 5 minutes, with a period of 10 minutes sometimes 
elapsing before being over another station. 
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Making scientific observations 

A well-qualified pilot can make valuable scientific observations 
unobscured by the atmosphere, including observations about the 
earth, the stars, and other planets, and about cloud cover and other 
meteorological considerations. 


Monitoring onboard equipment 


The astronaut will monitor equipment to insure that it is working 
properly, and if not, to initiate emergency procedures. 


Controlling capsule attitude 


The capsule’s attitude control system consists of minute rocket 
motor jets employing hydrogen peroxide as a propellant. These roll, 
pitch, and yaw control jets operate in response to an autopilot which is 
directed by a horizon scanning system which is sensitive to infrared 
rays and is capable of sensing the horizon and directing the autopilot 
as to which way is up, thus always keeping the capsule stable. When 
the capsule is in orbit the pilot will be in a sitting position with the 
earth below. The capsule also has a periscope, so arranged to optimize 
the earth’s display, and a manual control system similar to the auto- 
pilot system that the astronaut can use to stabilize the capsule’s 
position and keep himself upright. 

Navigating, and firing retrorockets 

It is expected that the astronaut will be able to predict where he is 
going to be so that he can determine the point at which to fire the 
retrorockets. When the capsule makes its final orbit the retrorockets 
will be fired somewhere between Hawaii and the west coast of the U.S. 
mainland. The retrorockets will reduce the speed of the capsule by 
about 350 miles per hour, less than the velocity required to keep it in 
orbit. The rockets will be jettisoned just before the capsule reenters 
the atmosphere over Florida. The capsule reenters the atmosphere in 
a ballistic manner where air drag on the capsule reduces its forward 
velocity. Just prior to the time the capsule decelerates to sonic speed 
a drogue parachute is deployed to stabilize the capsule attitude 
during the transonic and subsonic portion of the flight. When the 
capsule has decelerated to a speed of about 250 feet per second, at an 
altitude of approximately 10,000 feet, the main recovery parachute 
will be deployed to lower the capsule to the ocean surface. 

Initiating emergency procedures 

The astronaut will have backup provisions to escape if he determines 
this necessary, or to deploy the landing parachute if he decides that the 
automatic deployment system is not functioning properly. In the 
event of a booster malfunction at any time up to Atlas staging, the 
escape rocket will be fired to remove the capsule from the booster 
vicinity. After the capsule coasts to its peak altitude, the escape 
rocket will be jettisoned; the capsule will be reoriented, and will go 
through the normal sequence of reentry, drogue parachute deployment, 
main parachute deployment, and recovery. At times between Atlas 
staging (escape-rocket jettisoning) and orbital injection, the capsule 
will be separated from the Atlas, the retrorockets will be fired, and 
the normal entry and recovery will be gone through. 
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8. TRACKING AND RECOVERING THE MANNED SPACE CAPSULE 


Because there is no direction of control over the Mercury capsule 
after it reenters the atmosphere it must be tracked with sufficient 
accuracy so that landing location can be predicted and recovery 
groups alerted. 

NASA and the Department of Defense have established a joint work- 
ing group on search and recovery aspects of the Project Mercury pro- 
gram which will involve facilities of the Army, Navy, and Air Force. 

On April 8, 1959, Francis B. Smith, chief of NASA’s tracking pro- 
grams, described the trac king requirements of the manned satellite 
program to this committee as follows: 

The requirements of this program are particularly severe for at least two 
reasons; one being that there is a man aboard and the reliability of the tracking 
facilities and control facilities must be as near perfect as they can humanly be. 
The second is that this satellite, unlike most of the others launched to date, will 
not remain aloft for a very long period of time. Present plans call for launching 
it northeastward from Canaveral and allowing it to go around once, twice, and 
possibly three times, and then for a recovery in the Atlantic area. 

In tracking of the more usual type of earth satellite, it normally requires a few 
orbits, two or three or four, before the orbit can be thoroughly established; but 
in this case it will be essential to establish the orbit immediately once it is injected, 
so that you know exactly where the vel..cle is going and exactly where it will come 
down. For these reasons, additional facilities are required. 

The major considerations involved in choosing an orbit for the 
Mercury capsule were: (1) In the critical reentry and landing path 
phase, to maximize the use of existing tracking radar facilities in the 
southern part of the United States; “and (2) ‘that both launch and 
recovery would take place at the Atlantic Missile Range, where 
launching, guidance, control communications, telemetry, and range 
safety could be utilized. 

Facilities do not now exist in certain large areas of the world for 
the tracking and control that is essential to the safety of the Mercury 
astronaut and capsule or for telemetry and communications with the 
astronaut. Equipment will be assembled to provide telemetry and 
communications links with the capsule and determine its position and 
velocity. Such devices must be capable of monitoring the onboard 
equipment of the capsule, the life-support system, the i dtes-apet 
reactions of the astronaut, and the reentry command equipment, as 
well as maintaining communications with the astronaut during orbit: I 
flight. Ground support facilities for Project Mercury will include 
the following locations: 

1. Existing or already-planned Department of Defense equip- 
ment at the Atlantic Missile Range, Hawaii, Pacific Missile 
Range (southern California), White Sands Missile Range (New 
Mexico), and Eglin Air Force Base (northern Florida). 

2. Use of existing Australian tracking stations in Woomera, 
Australia, plus an additional transportable tracking radar on the 
western coast. 

3. Establishment of a permanent instrumentation and tracking 
facility on Bermuda, as well as additional transportable tracking 
radar. 

Additional transportable tracking radars will be installed on 
Bermuda and on the west coast of Africa to track the capsule 
in the event an abort becomes necessary during the launch phase. 
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In this event, the capsule would not go into orbit and would 
have to be recovered between Bermuda and the African coast. 

5. Establishment of transportable tracking and communica- 
tions stations in the Canary Islands, western Australia, Central 
America, and southern Texas. 

6. Establishment of transportable or shipboard communication 
and telemetry stations in the Atlantic Ocean, Indian Ocean, 
southwest Africa, southeast Africa, and Canton Island. 

Except for the Bermuda station, additional facilities will be trans- 
portable (either van mounted or shipborne), both for purposes of 
economy and to permit easy relocation for later phases of Mercury 
or other future space programs. 

NASA has indicated the possibility that, instead of completing 
three orbits before recovery, 1t might become necessary to bring the 
Mercury capsule in after only one orbit. This would require the 
location of an additional transportable tracking radar in West Central 
America to track the capsule during reentry after one orbit. 
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PART IV. PROJECT MERCURY BIOMEDICAL PROGRAMS 


The various biomedical programs undertaken in connection with 
Project Mercury are also aimed at the overall guiding philosophy 
of the Mercury undertaking: That there be an adequate margin of 
safety for the Mercury astronauts and that the risk hazard should 
be no greater than in test pilot operations with experimental aircraft. 
Brig. Gen. Don D. Flickinger, staff surgeon and Director of Life 
Sciences in the Air Research and Development Command Head- 
quarters, Department of the Air Force, who is closely associated with 
Project Mercury, stated before this committee on April 9, 1959: 

* * * We attain this degree of safety for our astronauts by a very rigid selec- 
tion, test, and qualification of both the hardware components involved in the 
safety of the astronaut, and of course, the human component as well. Both 
are equally important. 

General Flickinger went on to mention some of the hazards involved 
in Project Mercury, the information at hand about human tolerances 
to these hazards, and the engineering techniques and methods of 
maintaining such hazards within known tolerances. He stated that 
the factors for crew safety and effectiveness in the Mercury mission 
were divided into two groups: critical factors and uncritical factors. 
These are listed and defined as follows: 


Critical factors for crew safety and effectiveness 
Dynamic forces: Forces imposed upon the human by the vehicle 
itself in achieving orbital velocity and in reentry and landing. 

2. Life support system: All components that give the human the 
basic requirements during the period of the orbital mission, including 
food, water, pressure, oxygen, and maintain potential noxious gases 
below the atomic level. (‘The Mercury capsule will have a 100 per- 
cent margin of safety in that it can sustain the astronaut for 48 hours, 
if necessary, instead of the planned maximum of 24 hours.) Many 
aspects of the life support system requirements are minimal because 
of the short duration of the flight as compared with what they would 
have to be for extended space travel. 

3. Medical monitoring: To know how the human being is function- 
ing and also how the ¢ equipment furnishing his vital needs is function- 
ing. 

Uncritical factors for crew safety and effectiveness 

These factors have been referred to as the great mystery of manned 
space flight, because they cannot be fully duplicated, apart from 
experiencing actual orbital flight. The factors are considered as un- 
critical only in terms of the Mercury vehicle and scheduled mission 
profile which basically provides that (a) should the pilot be disabled 
or unable to perform when exposed to the altered force environment 
the vehicle can be completely controlled by ground stations, (6) the 
orbital apogee will remain well below the proximal Van Allen lobe of 
radiation, and (c) maximum duration of time in orbit will not exceed 
18 to 24 hours. 

1. Weightlessness: A condition that exists when the outward cen- 
trifugal force of the vehicle equals the pull of gravity. It does not 
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appear to be a handicap for short-term manned flight, but long-range 
flight could be more serious in resultant physiological changes. 

2. Isolation and confinement: The psychological aspects on the 
individual of isolation, confinement, and complete separation from all 
terrestrial things. 

3. Cosmic radiation: The Mercury orbit is approximately 100 to 
150 miles above the earth, below the hazards of the great radiation 
belts that affect deeper space probes. From known measurement a 
Mercury pilot in orbit for even as long as 48 hours would receive 
about 45 milliroentgens of radiation, which is well within the tolerance 
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LIFE SUPPORT SYSTEM 
REQUIREMENTS FOR 24 HR 
CAPSULE ENVIRONMENT COMPONENTS TEST EQUIPMENT 


TOTAL PRESSURE 5 PSI. 0, BOTTLES 3000 PSI. MAN HIGH FLIGHT 


alles SINGLE -32 HOURS 
TEMPERATURE 65°-80°F. HEAT EXCHANGER TOTAL -105 HOURS 
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PRESSURE , COOLING 


MEDICAL MONITORING FOR CREW SAFETY 


REQUIREMENTS METHOD TEST EQUIPMENT 
CARDIO-PULMONARY EKG CHAMBERS 
FUNCTION RESPIROMETER MAN HIGH 
O2 RATE X-15/ XF 102 
BLOOD PRESSURE 
PERFORMANCE TASK RESPONSE CHAMBERS -SIMULATORS 
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THERMOCOUPLES 


ENVIRONMENT PRESSURE RECORDINGS ANIMAL PROBES 
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BIOMEDICAL FACTORS - SPACE ENVIRONMENT 
(NOT CRITICAL TO CREW SAFETY) 


CONDITION TEST EXPERIENCE DURATION | _RESULTS 
WEIGHTLESSNESS | AIRCRAFT-PARABOLIC | 20-80 SECS | NO EFFECT 


FLIGHT PATH 
ANIMAL BALLISTIC 5-12 MIN NO EFFECT 
LAIKA- ORBITAL T-10 DAYS | NO EFFECT 
REPORTED 
COSMIC RADIATIONS |HUMAN AND ANIMAL | 24-48 HRS | NO IMMEDIATE 
PRIMARY BALLOON EFFECTS 
“PIONEER” 45MR/48 HRS | BELOW AEC 
MEASUREMENTS TOLERANCE DOSE 
PSYCHOLOGICAL | VOLUNTEERS-SIMULATORS | 5 DAYS NO EFFECT 
ASPECTS MAN HIGH FLIGHTS 10-30 DAYS | NO EFFECT 


(ISOLATION & CONFINEMENT) 


Mercury astronaut pressure suit 


On July 24, 1959, NASA selected a modified U.S. Navy pressurized 
flight suit as the life-support garment to be worn by the Project 
Mercury astronauts in manned orbital flight. Selection of the suit 
came after more than 6 months of intensive testing and evaluation of 
three different pressure suits. The Navy suit is made by the B. F. 
Goodrich Co., Akron, Ohio. NASA ordered 20 of the suits, the total 
cost of which is expected to be about $75,000. 

Under the one-piece flight suit, the orbiting astronaut will wear a 
double-walled rubber ventilated garment of a type used by Air Force 
pilots. The inner wall of this suit will be perforated to permit the 
body pores to “‘breathe.” Air will flow into the inner suit through a 
waist connection, circulate through the suit and be exhausted through 
a pipe in the helmet. The air then will move through an air-condi- 
tioning system under the astronaut’s couch where impurities will be 
removed before it is recirculated. 

The outer suit features body, leg, and arm lacings. The headgear, 
which locks to the suit on a neck ring, looks like a football helmet with 
a plastic facepiece. As in modern fighter aircraft, the outer suit—a 
single layer of reinforced rubber—will be pressurized only if the capsule 
pressure fails. It will serve as a backup safety feature. Should any- 
thing go wrong with the capsule pressurization, the astronaut will 
have the pressurized suit to fall back on. 

The suit will be coated with a silver spray which is to act as an 
additional heat buffer and a radiation shield. 
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Factors in the suit decision—made by a six-man NASA selection 
board which included Astronaut Walter M. Schirra—were: mobility, 
compactness, reliability, resistance to temperature, pressure integrity 
and ease of getting in and out of it. At Wright Air Development 
Center and McDonnell Aircraft Corp., NASA prime contractor for 
the Project Mercury capsule, rigorous suit evaluation tests were 
carried out. Test team members spent as long as 24 hours in the suits 
to check mobility and the fitting. Temperatures up to 180° F.—much 
in excess of the temperatures the astronaut is expected to encounter in 
flight—were applied for more than 2 hours at a time. In addition, 
tests were made in a whirling centrifuge pulling as many as 8 G’s. 
Sound reduction features also were carefully gaged. 

It is planned that the astronauts will wear the suit in the suborbital 
Redstone-boosted Mercury test flights as well as the Atlas-boosted 
orbital flights. 


Biomedical space tests significant to Mercury program 


On May 28, 1959, the United States successfully launched bio- 
medical experiments as a secondary mission in the nose cone of a 
Jupiter intermediate range ballistic missile. Essential information 
was sought about such space flight problems as launch and reentry 
stresses and weightlessness. The experiments were provided by the 
Surgeons General of the Army and the Navy and were performed in 
support of the space programs of the National Aeronautics and Space 
Administration. 

The missile was programed for about 1,500 miles, with maximum 
altitude of 300 miles. The trajectory provided a gravity-free or 
weightless state for about 9 minutes. A recovery of the nose cone 
was made. The four experiments included: 

1. Monkey Able, a 7-pound American-born rhesus monkey, per- 
forming a psycho-behavioral test. The monkey was to attempt a 
behavioral response throughout the flight—the rapid pressing and 
releasing of a modified telegraph key—marking the first time this has 
been attempted during extended weightlessness. 

2. Monkey Baker, a 1-pound squirrel monkey in an experiment 
similar to one performed in December 1958. (Important scientific 
data were obtained about the physiological reactions of the monkey 
although recovery of the nose cone was unsuccessful.) By electronic 
circuits, measurements were made on Monkey Baker of its respiration, 
body temperature, pressure within the capsule, and heart action. 

3. Biological experiments, primarily for radiation studies, involving 
various cellular systems such as possessed by yeast, corn, mustard 
seeds, fruitfly larvae and human blood. 

4. Amold spore and egg fertilization experiment to determine effects 
of space phenomena such as radiation and weightlessness on cell divi- 
sion and the fertilization process. . 

The experiments were conducted on a space available basis, with- 
out interfering with the Jupiter ballistic missile development pro- 
gram. Data from the experiments were made available to NASA 
and the military services. Other Government agencies or institu- 
tions involved in biomedical research received the same information 
upon request. 

The Ballistic Missile Agency of the Army Ordnance Missile Com- 
mand developed and launched the Jupiter, and provided most of the 
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hardware and instrumentation associated with the projects. The 
Navy Surgeon General prepared the squirrel monkey experiments in 
conjunction with the Army. The cooperative inmates biomedical 
experiments, conducted in support of the National Aeronautics and 
Space Administration’s space program, were aimed at providing 
additional information about space flight. 


Medical factors involved in Mercury astronaut selection 


1. Physical fitness —Immediately following their Washington inter- 
views the candidates were assigned to groups, five of six men each and 
one of two. One group at a time reported to the Lovelace Clinic in 
Albuquerque, N. Mex., for an exhaustive series of examinations. The 
other men returned to their home stations to await the call for their 
groups. The first contingent entered Lovelace February 7, and the 
others on succeeding Saturdays. Each candidate spent 7% days and 
3 evenings at the Lovelace facility. 

General physical requirements were established by the NASA Life 
Sciences Committee; since all those examined were active test pilots it 
was not anticipated that any would be disqualified as physically unfit. 
Rather, degrees of physical soundness were obtained and evaluation 
was dependent upon a comparison of each man to his fellow candidates. 

To establish a comparative yardstick, the Lovelace program began 
with a complete aviation and medical history extending to the 
following areas: 

ematology and pathology (blood and study of tissues), 
Roentgenology (X-ray consultations). 
Ophthalmology (eyes). 
Otolaryngology (ears, nose and throat). 
Cardiology (heart and circulation). 
Neurology and myology (nerves and muscles). 
General internal medicine. 
Related laboratory studies. 

Special consultations were provided if indicated by the candidate’s 
medical history or any of the general examinations. ‘These examina- 
tions were given under normal clinical procedures, while the subject 
was in a resting condition. 

Results were recorded on special computing cards developed by the 
Lovelace Clinic for the astronaut program. These cards are mark- 
sensed so they may be read directly by the examining physician and 
contain the candidate’s complete aviation and medical histories and 
examination findings. 

2. Pophnahesiilesioa! stress testing procedures.—A determination 
of the candidate’s psychological makeup and an estimate of his ability 
to cope with stresses was made. 

The Air Force, with the assistance of Army and Navy specialists, 
conducted psychological and stress measurements at the Wright Air 
Development Center Aeromedical Laboratories. The examinations 
were in these general areas: 

(a) Psychiatric evaluation, psychological testing, anthropometric 
studies. 

(b) Stress tolerance determinations to: Thermal flux, accelerative 
forces, low barometric pressures, pressure suit protection, isolation 
and confinement. 

(c) Final clinical appraisal of suitability. 
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Testing at WADC was conducted with candidates in six groups of 
five men each and one group of two. The first group entered Feb- 
ruary 15; each man was evaluated 6 days and 3 evenings. A complex 
appraisal of both clinical and statistical test results went into the 
WADC evaluation of candidates. As in the case of the Lovelace 
examinations, results were not a matter of passing or failing, but 
instead were measures of how one candidate compared with all others, 

3. Final selection —Data from the Lovelace and WADC examina- 
tions were compiled and forwarded to the NASA Langley space flight 
activity, for the fourth and final step in the se lection process. At 
Langley, a group representing both the medical and technical fields 
evaluated the previous examinations. The seven ultimately selected 
were chosen as a result of physical, psychological and stress tolerance 
abilities and because of the technical experience each represents. 
Clinical examinations given by the Lovelace Clinie 

Medical history and physical examination, with internal examina- 
tions and orthopedic or other specialty consultations, included: 

1. Laboratory tests: hemoglobin (measure of oxygen carrying red 
pigment); hematocrit (examination of blood by use of a centrifuge); 
grouping; Rh factor; serology (examination of blood serums) ; sedi- 
mentation rate (analy sis of urine deposits); stool examinations; 
urinalysis; gastric analysis; cholesterol (substance present in gall- 
stones, heart ailments, etc.) ; liver function test; urinary steroid excre- 
tion (measures of the hormones, acids and poisons) ; blood nitrogen; 
blood protein; protein-bound iodine: special serum studies; throat 
culture, and chemical examination of body outputs, and blood counts. 

2. X-rays: chest, large intestine, sinuses, spine, stomach, esophagus, 
teeth and heart. Moving pictures were taken of the heart to deter- 
mine any artery calcification. 

3. Eyes: history, dilation, visual fields, tonometry (measure of 
inner pressure on the eyes), slit lamp, dynamic visual acuity, depth 
perception, night vision, and photography of conjunctival vessel (eye 
membrane) and retina. 

4. Ears, nose, and throat: examination of throat and nasal passages ; 
audiogram with and without background noises; speech discrimination 
and voice tape recording. 

Heart: cardiograms of heart muscle contraction, heart stroke 
volume and ve art sounds; measure of the chest which overlies the 
~ art. 

Nerves and muscles: general neurologic examination with muscle 
eaters electric stimulation of the nerves to determine response; 
measure of any nerve abnormality; tracing of electric currents 
produced by the brain. 


Special dynamic examinations given by the Lovelace Clinic to measure 
body efficiency 
Physical competence: measured by an ergometer, a device 
similar to a bicycle. Subject pedals increasing amount of weight 
while wearing an oxygen mask, Heartbeat and oxygen consumption 
determined. Evaluation is made by the amount subject can pedal 
by the time his heart reaches 180 beats per minute. 
2. Pulmonary function: lung capacity and breathing efficiency 
determined by measuring the amount of oxygen subject breathes 
normally and during exercise. 
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3. Lean body mass: a correlation of the following: 

Total body radiation count, conducted by the Atomic Energy 
Commission’s Los Alamos Laboratories to determine the amount 
of potassium in the body. 

Specific gravity, w eighing the subject in air and while he is 
totally immersed in water. 

Blood volume, measured by inhaling a small amount of carbon 
monoxide and observi ing the amount absorbed by the blood after 
a specified time. 

Water volume, determined by swallowing a small amount of 
tritium and observing its rate of dilution. 

4. Presence of heart-chamber openings: amount of blood oxygen is 
measured during and after a Valsalva maneuver. ‘The Valsalva exer- 
cise is accomplished by blocking the nose and blowing into a tube. 
Stress tests conducted at the Wright Air Development Center 

Harvard step: subject steps up 20 inches to a platform and down 
once every 2 seconds for 5 minutes to measure his physical fitness, 

2. Treadmill maximum workload: Subject walks at a constant rate 
on a moving platform which is elevated 1 degree each minute. Test 
continues until heart reaches 180 beats per minute. ‘Test of physical 
fitness. 

3. Cold pressor: Subject plunges his feet into a tub of ice water. 
Pulse and blood pressure measured before and during test. 

4. Complex behavior simulator: A panel with 12 signals, each re- 
quiring a different response. Measure of ability to react reliably 
under confusing situations. 

5. Tilt table: Subject lays on steeply inclined table for 25 minutes 
to measure ability of the heart to compensate for body in an unusual 
position for an extended time. 

6. Partial pressure suit: Subject is taken in pressure chamber to a 
simulated altitude of 65,000 feet in an MC1 partial pressure suit. 
Test lasts 1 hour. Measure of efficiency of heart system and breath- 
ing at low ambient pressures. 

Isolation: Subject goes into a dark, soundproof room for 3 hours 
to determine his ability to adapt to unusual circumstances and to 
cope with the absence of external stimuli. 

8. Acceleration: Subject is placed in a centrifuge with his seat 
inclined at various angles to measure his ability to withstand multiple 
gravity forces. 

9. Heat: Subject spends 2 hours in a chamber with the tempera- 
ture at 130° F. to measure reaction of heart and body functions while 
under this stress. 

10. Equilibrium and vibration: Subject is seated on a chair which 
rotates simultaneously on two axes. He is required to maintain the 
chair on an even keel by means of a control stick with and without 
vibration, normally and while blindfolded. 

11. Noise: Subject is exposed to a variety of sound frequencies to 
determine his susceptibility to tones of high frequency. 

Psychological tests administered at the Wright Air Development Center 

1. To determine personality and motivation: Interviews; Rorschach 
(ink blot); apperception (tell stories suggested by pictures) ; ; draw-a- 


person; sentence completion; self-inventory based on 566-item ques- 
tionnaire; officer effectiveness inventory; personal preference schedule 





PROJECT MERCURY: MAN-IN-SPACE PROGRAM 


based on 225 pairs of self-descriptive statements; personal inventory 
based on 20 pairs of self-descriptive statements; preference evaluation 
based on 52 statements; determination of authoritorian attitudes, and 
interpretation of the question, Who am I? 

To determine intelligence and special aptitudes: Wechsler adult 
scale; Miller analogies; Raven matrices; Doppelt mathematical rea 
soning test; engineering analogies; mechanical comprehension ; officer 
qué alification test; aviation qualification test; space memory; spatial 
orientation; hidden figures perception; spatial visualization, and peer 

ratings. 
Members of NASA Life Sciences Committee 


Chairman, Dr. W. Randolph Lovelace II, Director of the Lovelace 
Foundation for ae al Education and Research, Albuquerque, 
N. Mex. Members: Capt. Norman L. Barr (MC), Director, Astro- 
nautical Division, Navy Bureau of Medicine and Surgery, Washington, 
D.C.; Lt. Comdr. John H. Ebersole (MC), medic al officer, USS. 
Seawolf, Fleet Post Office, New York, N.Y.; Brig. Gen. Don D. 
Flickinger (MC), Staff Surgeon and Director of Life Sciences, Head- 
oe Air Research and Development Command, Washington, 
D.C.; Lt. Col. Robert H. Holmes (MC), Chief of Biophysics | and 
Astronautics Branch, Army Medical Research and Development 
Command, Washington, D.C.; Dr. Wright H. Langham, Los Alamos 
Scientific Laboratory, University of C alifornia; Dr. Robert B. Liv- 
ingston, Director of Basie Research in Mental Health and Neurological 
Diseases, National Institutes of Health, Bethesda, Md.; and Dr. Orr 
Reynolds, Director of Science, Office of the Assistant Secretary of 
Defense for Research and Engineering, Washington, D.C. Boyd C. 
Myers II, NASA headquarters, is secretary of the Committee. 





PART V. PROJECT MERCURY ASTRONAUTS 
1. SELECTION OF MERCURY ASTRONAUTS 


Seven astronauts reported to the space flight activity at the NASA 
Langley Research Center, Hampton, Va., in April 1949 for Project 
Mercury orbital flight training. The seven volunteers selected were 
chosen to provide a variety of technical experience for the project in 
addition to training as astronauts. 

Initial plans called for 12 men to undergo astronaut training. 
During the selection process, it became apparent that the Mercury 
team would consist of pilots adapted to the demands of the manned 
satellite program, and a reevaluation of Mercury requirements indi- 
cated a smaller number was desirable. 

Because many of the unusual conditions expected in space flight 
are similar to those experienced by military test pilots, NASA went 
to this field for volunteers for the astronaut program. The general 
requirements were: possession of a bachelor’s degree or equivalent in 
engineering or the physical sciences; graduation from a military test 
pilot school; 1,500 hours of jet flying time; under age 40; and 5 feet 11 
inches in height or less. The educational requirement was set because 
of the variety of scientific and technical problems that would confront 
the astronauts throughout the program. 

A preliminary screening of records indicated that more than 100 
active graduates of military test pilot schools would qualify under these 
requirements. It was found unnecessary to contact all of them, be- 
cause of the first 69 called to Washington to hear the Mercury project 
outlined, 80 percent volunteered. All were of such high caliber that 
selection was difficult. Through individual interviews and suitability 
discussions to determine motivation, experience and technical back- 
ground, a group of 32 was selected to proceed further in the program. 
The 7 Mercury astronauts finally selected come from this group of 32. 

From Washington, the selection schedule took the pilots first to 
Lovelace Clinic in Albuquerque, N. Mex., and then to the Wright Air 
Development Center Aeromedical Laboratories, Wright-Patterson Air 
Force Base, Ohio. At Lovelace, candidates were given exacting physi- 
cal examinations. At WADC, the Air Force, with the assistance of 
Army and Navy specialists, assessed candidates in the psychological 
and stress tolerance areas. The selection process ended at the NASA 
Langley space flight activity, where final evaluation was undertaken 
by a group representing both medical and scientific professions. 

The astronauts will train at a number of locations throughout the 
country, including the Wright Air Development Center; Naval Air 
Development Center, Johnsville, Pa.; Atlantic Missile Range, Cape 
Canaveral, Fla., and at biomedical centers throughout the country. 
The home of the astronauts, and the location of the NASA Space 
Task Group, is at the NASA Langley space flight facility. 


46 





PROJECT MERCURY: MAN-IN-SPACE PROGRAM 47 


2. MERCURY ASTRONAUT TRAINING PROGRAM 


The initial phase of the astronaut training program is broken down 
into six areas of activity: 

1. Education in the basic sciences.—Essentially an academic educa- 
tional program, this area includes instruction in astronautics, par- 
ticularly ballistics, trajectories, fuels, guidance, and other aspects of 
missile operations, "basic aviation medicine and orbital flight hygiene, 
the space environment, astronomy, meteorology, astrophysics, and 
geography, including the techniques for making Scientific observations 
in these areas. 

2. Familiarization with the conditions of space flight——This phase 
of training is designed to familiarize the astronauts with the heat, 
pressure, G force levels and other special conditions of space flight. 
It includes periodic simulated flights in centrifuges and pressure 
chambers, weightless flying, training in human disorientation devices, 
the development of techniques to minimize the effects of vertigo, and 
experiments with high heat environments. 

This part of the training program will provide data on the ability 
of the astronaut to contribute to system reliability under the condi- 
tions to be encountered during flight, the psychological and physio- 
logical effects of the normal and various emergency conditions which 
may be encountered during flight, and the requirements for the sup- 
port and restraint systems, the environmental control system, and 
“ crew space layout. 

Training in the operation of the Mercury space vehicle-—The 
dion of this segment of the program is to provide a thorough 
knowledge in the operation and maintenance of the Mercury vehicle 
and its component subsystems, with particular emphasis being placed 
on the use and maintenance of the scientific instruments and life- 
support equipment. 

4. Participation in the vehicle development program.—Each of the 
astronauts is assigned to a system or subsystem of the Mercury vehicle. 
In this work, he will acquire specialized knowledge of value to the 
entire group. This information is exchanged in a series of informal 
seminars. 

Actual work on the vehicle development program by the astronauts 
will provide limited augmentation of the Space Task Group staff as 
well as providing them with an intimate knowledge of all aspects of 
the Mercury vehicle itself. 

5. Aviation flight training —The Mercury astronauts will continue 
to maintain their proficiency in high performance aircraft in an 
aviation flight training program. Continued operation of high per- 
formance aircraft will give them additional altitude acclimatization, 
instrument flight training and the physiology of high altitude, high 
— flight. 

. Integration of astronaut and ground support and launch crew 
pina .—Familiarization with the operation of ground support 
equipment and launch crew operations will be accomplished in co- 
ordination with the agencies providing boosters and launch facilities. 
Training in the operation and use of ground support equipment and 
observation of launch operations will provide the astronauts with 
complete knowledge of the launch phase of Mercury flights, 
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Existing research, development, training and test facilities of the 
armed services, industry and educational institutions throughout the 
country will be utilized for maximum effectiveness at minimum cost. 
A number of experts in many of the scientific and technical subject 
areas will give lectures to the astronauts during their educational 
program. 

The concentrated astronaut education program began with overall 
program orientation briefings by members of the Space Task Group 
staff. While assigned to the Langley facility, the Mercury astronauts 
will work as integrated members of the NASA Space Task Group. 

Each of the Mercury astronauts has been detailed to the NASA by 
his respective military service but is still considered to be on active 
duty and is receiving military service pay. The astronauts will 
remain on duty with NASA on a full-time basis. 

Completed training activities 

1. Visit to McDonnell Aircraft Corp., St. Louis, for capsule 
familiarization. 

2. Wright Air Development Center: 

(a) General pressure suit indoctrination: 

(1) Centrifuge ride using Redstone and Atlas launch 
profiles. 

(2) Reentry heat profile with suits unpressurized but 
vented. 

(3) Pressure chamber run to 100,000 feet with suit 
pressurized. 

(b) Check of low residue diets for 3 days. 

. Naval Medical Research Institute of Bethesda, Md.: 

(a) Determination of basal metabolic rate, cutaneous blood 
flow rate, and sweat rate at environmental temperatures of 95° 
F. and 114° F. 

(6) Familiarization with the effects of excessive carbon dioxide. 
4. Visit to Cape Canaveral: 

(a) Familiarization with the organization of the Ballistic 
Missile Division and the Atlantic Missile Range. 

(b) Study of launching procedures and missiles under develop- 
ment at Cape Canaveral. 

Witness of capsule recovery operation on board a naval destroyer. 

(a) This recovery took place at sea when the capsule was 
dropped from a C-130 airplane from an altitude of 20,000 feet. 
6. Skin diving training at Navy Little Creek Amphibious Base. 

(a) To simulate the effects of the weightless state and maintain 
physical fitness of the astronauts. 

Visit to Army Ballistic Missile Agency. 

(a) This trip was to familiarize the astronauts with the Red- 
stone Missile. 

8. Acceleration studies with centrifuge at Johnsville. 

9. Trip to Convair, San Diego, for familiarization with the Atlas 
booster. 

(a) Tour of plant facilities. 
(b) Study of Atlas construction and operational procedures. 
(c) Discussions with Convair engineers. 

10. Trip to Edwards Air Force Base for briefing on the X-15 
research airplane. 

11. Fittings for pressure suits at contractor’s (Goodrich) plant. 
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Future and continuing training activities 


1. Study of space mechanics and sciences: This study consists of 
discussion-type training sessions led by NASA engineers and scientists. 
Six to ten hours of almost every week have been spent on these subjects. 

2. Pressure suit checks in the McDonnell capsule at St. Louis. 

3. Speciality work area assignments. 

4. Training on NASA space flight simulator to develop physical 
skills in retrofiring and reentry. 

5. Continuation of studies in space mechanics and sciences. 

6. Continual participation in the vehicle development program. 

7. Continuation of flight and simulator training. 

8. Participation in research and development launch and recovery 
activities. 

9. Periodic visits to McDonnell for checkout procedures and 
training. 

10. Survival, disorientation, and communications training at Pensa- 
cola, Fla. 

. Flights for practice in eating and drinking in the weightless 
state. 
Barge specialty area assignments 

Malcolm 8S. Carpenter: Communications and navigational aids, 

2 Leroy G. Cooper: Redstone booster. 

3. John H. Glenn: Crew space layout. 

4. Virgil I. Grissom: Automatic and manual attitude control 
system. 

Walter M. Schirra: Life support system. 
6. Alan B. Shepard: Range, tracking, and recovery operations, 
7. Donald K. Slayton: The Atlas booster. 


3. NASA POLICY CONCERNING MERCURY ASTRONAUTS 


The Mercury astronauts have been detailed to NASA by their 
respective military departments pursuant to an agreement approved 
by the President which makes them subject to the regulations and 
directives of NASA in the performance of their duties. 

It is recognized that the experiences of the Mercury astronauts 
through all phases of Project Mercury, from the commencement of 
training to accomplishment of orbital flight, will be of great interest 
to the public. NASA has therefore adopted the following policy on 
disclosure of information concerning the experiences of the Mercury 
astronauts: 

All information reported by the Mercury astronauts in the 
course of their official duties which is not classified to protect the 
national security will be promptly made available to the public by 
NASA 

2. Public information media will be granted frequent sccessibility 
to the Mercury astronauts for the purpose of obtaining information 
from them concerning their activities in Project Mercury. The timing 
and conditions of interviews with the Mercury astronauts for this 
purpose will be controlled by the NASA Director of Public Informa- 
tion so as not to interfere with their performance of official duties. 
During such interviews, the Mercury astronauts will be directed to 
disclose all information acquired in the course of their activities in 
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Project Mercury, except information classified to protect the national 
security. 

3. While detailed to NASA for duties in connection with Project 
Mercury, the Mercury astronauts— 

(a) may not, without the prior approval of the NASA Director 
of Public Information, appear on television or radio programs 
or in motion pictures; 

(b) may not, without the prior approval of the NASA Director 
of Public Information, publish, or collaborate in the publication 
of, writings of any kind; 

(c) may not receive compensation in any form for radio, tele- 
vision, or motion picture appearances, or for the publication of 
writings of any kind, which involve reporting to the public their 
performance of official duties in any phase of Project Mercury; 
and 

(2) may not endorse commercial products. 

4. The Mercury astronauts are free, singly and collectively, to 
make any agreement they see fit for the sale of their personal stories, 
including rights in literary work, motion pictures, radio and television 
productions, provided such agreements do not violate the foregoing 
restrictions. (The astronauts collectively have made such a contract 
with Life magazine for a reported sum of one-half million dollars.) 
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GENERAL REFERENCES TO SPACE FLIGHT 
1. INTRODUCTION TO OUTER SPACE 








(A SraTEMENT BY THE PRESIDENT, AND INTRODUCTION TO OUTER SpaAcE—AN 
EXPLANATORY STATEMENT PREPARED BY THE PRESIDENT’S ScrENCE ADVISORY 


ComMITTEE) 
The White House, March 26, 1958 


STATEMENT BY THE PRESIDENT 








In connection with a study of space science and technology made at my request, 
the President’s Science Advisory Committee, of which Dr. James R. Killian is 
Chairman, has prepared a brief “Introduction to Outer Space” for the nontech- 
nical reader. 

This is not science fiction. This is a sober, realistic presentation prepared by 
leading scientists. 

I have found this statement so informative and interesting that I wish to share 
it with all the people of America and indeed with all the people of the earth. I 
hope that it can be widely disseminated by all news media for it clarifies many 
aspects of space and space technology in a way which can be helpful to all people 
as the United States proceeds with its peaceful program in space science and 
exploration. Every person has the opportunity to share through understanding 
in the adventures which lie ahead. 

This statement of the Science Advisory Committee makes clear the oppor- 
tunities which a developing space technology can provide to extend man’s knowl- 
edge of the earth, the solar system, and the universe. These opportunities reinforce 
my conviction that we and other nations have a great responsibility to promote 
the peaceful use of space and to utilize the new knowledge obtainable from space 
science and technology for the benefit of all mankind. 


Dwieut D. EISENHOWER. 

















INTRODUCTION TO OuTER SpacE—-AN EXPLANATORY STATEMENT PREPARED BY 
THE PRESIDENT’S ScilENCE ADVISORY COMMITTEE 





















What are the principal reasons for undertaking a national space program? 
What can we expect to gain from space science and exploration? What are the 
scientific laws and facts and the technological means which it would be helpful to 
know and understand in reaching sound policy decisions for a United States 
space program and its management by the Federal Government? This statement 
seeks to provide brief and introductory answers to these questions. 

It is useful to distinguish among four factors which give importance, urgency, 
and inevitability to the advancement of space technology. 

The first of these factors is the compelling urge of man to explore and to discover, 
the thrust of curiosity that leads men to try to go where no one has gone before. 
Most of the surface of the earth has now been explored and men now turn to the 
exploration of outer space as their next objective. 

Second, there is the defense objective for the development of space technology. 
We wish to be sure that space is not used to endanger our security. If space is to 
be used for military purposes, we must be prepared to use space to defend our- 
selves. 

Third, there is the factor of national prestige. To be strong and bold in space 
technology will enhance the prestige of the United States among the peoples of the 
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world and create added confidence in our scientific, technological, industrial, 
and military strength. 

Fourth, space technology affords new opportunities for scientific observation 
and experiment which will add to our knowledge and understanding of the earth, 
the solar system, and the universe. 

The determination of what our space program should be must take into con- 
sideration all four of these objectives. While this statement deals mainly with 
the use of space for scientific inquiry, we fully recognize the importance of the 
other three objectives. 

In fact it has been the military quest for ultra long-range rockets that has pro- 
vided man with new machinery so powerful that it can readily put satellites in 
orbit, and, before long, send instruments out to explore the moon and nearby 
planets. In this way, what was at first a purely military enterprise has opened 
up an exciting era of exploration that few men, even a decade ago, dreamed would 
come in this century. 

WHY SATELLITES STAY UP 


The basic laws governing satellites and space flight are fascinating in their own 
right. And while they have been well known to scientists even since Newton, 
they may still seem a little puzzling and unreal to many of us. Our children, 
however, will understand them quite well. 

We all know that the harder you throw a stone the farther it will travel before 
falling to earth. If you could imagine your strength so fantastically multiplied 
that you could throw a stone at a speed of 15,000 m.p.h., it would travel a great 
distance. It would, in fact, easily cross the Atlantic Ocean before the earth’s 
gravity pulled it down. Now imagine being able to throw the stone just a little 
faster, say about 18,000 m.p.h., what would happen then? 

The stone would again cross the ocean, but this time it would travel much 
farther than it did before. It would travel so far that it would overshoot the 
earth, so to speak, and keep falling until it was back where it started. Since in 
this imaginary example there is no atmospheric resistance to slow the stone 
down, it would still be travelling at the original speed, 18,000 m.p.h., when it 
had got back to its starting point. So around the earth it goes again. From the 
stone’s point of view, it is continuously falling, except that its very slight down- 
ward are exactly matches the curvature of the earth, and so it stays aloft—or as 
the scientist would say, “in orbit’’—indefinitely. 

Since the earth has an atmosphere, of course, neither stones nor satellites can 
be sent whizzing around the earth at tree-top level. Satellites must first be 
lifted beyond the reach of atmospheric resistance. It is absence of atmospheric 
resistance plus speed that makes the satellite possible. It may seem odd that 
weight or mass has nothing to do with a satellite’s orbit. If a feather were 
released from a 10-ton satellite, the two would stay together, following the same 
path in the airless void. There is, however, a slight vestige of atmosphere even 
a few hundred miles above the earth, and its resistance will cause the feather to 
spiral inward toward the earth sooner than the satellite. It is atmospheric 
resistance, however slight, that has set limits on the life of all satellites launched 
to date. Beyond a few hundred miles the remaining trace of atmosphere fades 
away so rapidly that tomorrow’s satellites should stay aloft thousands of years, 
and, perhaps, indefinitely. The higher the satellite, incidentally, the less speed 
it needs to stay in orbit once it gets there (thus, the moon’s speed is only a little 
more than 2,000 m.p-h.), but to launch a satellite toward a more distant orbit 
requires a higher initial speed and greater expenditure of energy. 


THE THRUST INTO SPACE 


Rocket engineers rate rockets not in horsepower, but in thrust. Thrust is 
just another name for push, and it is expressed in pounds of force. The rocket 
gets its thrust or push by exhausting material backward. It is this thrust that 
lifts the rocket off the earth and accelerates it, making it move faster and faster. 

As everyone knows, it is more difficult to accelerate an automobile than a 
baby carriage. To place satellites weighing 1,000 to 2,000 pounds in orbit re- 
quires a first-stage rocket, engine, or engines, having a thrust in the neighborhood 
of 200,000 to 400,000 pounds. Rocket engines able to supply this thrust have 
been under development for some time. For launching a satellite, or other 
space vehicle, the rocket engineer divides his rockets into two, three, or more 
stages, which can be dropped one after the other in flight, thus reducing the total 
weight that must be accelerated to the final velocity desired. (In other words, 
it is a great waste of energy to lift one huge fuel tank into orbit when the tank 
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can be divided into smaller tanks—each packaged in its own stage with its own 
rocket motor—that can be left behind as they become empty.) 

To launch some of the present satellites has required rockets weighing up to 
1,000 times the weight of the satellite itself. But it will be possible to reduce 
takeoff weights until they are only 50 to 100 times that of the satellite. The 
rocket’s high ratio of gross weight to payload follows from a fundamental limita- 
tion in the exhaust velocities that can be achieved by chemical propellants. 

If we want to send up not a satellite but a device that will reach the moon, we 
need a larger rocket relative to its payload in order that the final stage can be 
accelerated to about 25,000 m.p.h. This speed, called the “escape velocity,” 
is the speed with which a projectile must be thrown to escape altogether from the 
gravitational pull of the earth. If a rocket fired at the moon is to use as little fuel 
as possible, it must attain the escape velocity very near the beginning of its trip. 
After this peak speed is reached, the rocket will be gradually slowed down by 
the earth’s pull, but it will still move fast enough to reach the moon in 2 or 3 
days. 


THE MOON AS A GOAL 





Moon exploration will involve three distinct levels of difficulty. The first 
would be a simple shot at the moon, ending either in a “hard” landing or a circling 
of the moon. Next in difficulty would be a “soft” landing. And most difficu!t 
of all would be a “‘soft’’ landing followed by a safe return to earth. 

The payload for a simp'e moon shot might be a small instrument carrier similar 
to a satellite. For the more difficult ‘‘soft’’ landing, the carrier would have to 
include, as part of its payload, a “retro-rocket”’ (a decelerating rocket) to provide 
braking action since the moon has no atmosphere that could serve as a cushion. 

To carry out the most difficult feat, a round trip to the moon will require that 
the initial payload include not only ‘‘retro-rockets’’ but rockets to take off again 
from the moon. Equipment will also be required aboard to get the payload 
through the atmosphere and safely back to earth. To land a man on the moon 
and get him home safely again will require a very big rocket engine indeed—one 
with a thrust in the neighborhood of one or two million pounds. While nuclear 
power may prove superior to chemica' fuels in engines of multi-millon-pound 
thrust, even the atom will provide no short cut to space exploration. 

Sending a small instrument carrier to Mars, although not requiring much more 
initial propulsion than a simple moon shot, would take a much longer travel time 
(8 months or more) and the problems of navigation and final guidance are 
formidable. 

A MESSAGE FROM MARS 


Fortunately, the exp.oration of the moon and nearby planets need not be held 
up for lack of rocket engines big enough to send men and instrument carriers out 
into space and home again. Much that scientists wish to learn from satellites 
and space voyages into the solar system can be gathered by instruments and 
transmitted back to earth. This transmission, it turns out, is relatively easy with 
today’s rugged and tiny electronic equipment. 

For example, a transmitter with a power of just one or two watts can easily 
radio information from the moon to the earth. And messages from Mars, on 
the average some 50 million to 100 million miles away at the time the rocket 
would arrive, can be transmitted to earth with less power than that used by most 
commercial broadcasting stations. In some ways, indeed, it appears that it 
will be easier to send a clear radio message between Mars and earth than between 
New York and Tokyo 

This all leads up to an important point about space exploration. The cost of 
transporting men and material through space will be extremely high, but the 
cost and difficulty of sending information through space will be comparatively low. 


WILL THE RESULTS JUSTIFY THE COSTS? 


Since the rocket power plants for space exploration are already in existence or 
being developed for military need, the cost of additional scientific research, using 
these rockets, need not be exorbitant. Still, the cost will not be small, either. 
This raises an important question that scientists and the general public (which 
will pay the bill) both must face: Since there are still so many unanswered scientific 
questions and problems all around us on earth, why should we start asking new 
questions and seeking out new problems in space? How can the results possibly 
justify the cost? 
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Scientific research, of course, has never been amenable to rigorous cost account- 
ing in advance. Nor, for that matter, has exploration of any sort. But if we 
have learned one lesson, it is that research and exploration have a remarkable 
way of paying off—quite apart from the fact that they demonstrate that man is 
alive and insatiably curious. And we all feel richer for knowing what explorers 
and scientists have learned about the universe in which we live. 

It is in these terms that we must measure the value of launching satellites and 
sending rockets into space. These ventures may have practical utility some of 
which will be noted later. But the scientific questions come first. 


THE VIEW FROM A SATELLITE 


Here are some of the things that scientists say can be done with the new satellites 
and other space mechanisms. A satellite in orbit can do three things: (1) It can 
sample the strange new environment through which it moves; (2) it can look down 
and see the earth as it has never been seen before; and (3) it can look. out into 
the universe and record information that can never reach the earth’s surface 
because of the intervening atmosphere. 

The satellite’s immediate environment at the edge of space is empty only by 
earthly standards. Actually “empty” space is rich in energy, radiation, and 
fast-moving particles of great variety. Here we will be exploring the active 
medium, a kind of electrified plasma, dominated by the sun, through which our 
earth moves. Scientists have indirect evidence that there are vast systems of 
magnetic fields and electric currents that are connected somehow with the out- 
ward flow of charged material from the sun. These fields and currents the satel- 
lites will be able to measure for the first time. Also for the first time, the satellites 
will give us a detailed three-dimensional picture of the earth’s gravity and its 
magnetic field. 

“hysicists are anxious to run one crucial and fairly simple gravity experiment 
as »0on as possible. This experiment will test an important prediction made by 
Einstein’s General Theory of Relativity; namely, that a clock will run faster as 
the gravitational field around it is reduced. If one of the fantastically accurate 
clocks, using atomic frequencies, were placed in a satellite and should run faster 
than its counterpart on earth, another of Einstein’s great and daring predictions 
would be confirmed. (This is not the same as the prediction that any moving 
clock will appear to a stationary observer to lose time—a prediction that physicists 
already regard as well confirmed.) 

There are also some special questions about cosmic rays which can be settled 
only by detecting the rays before they shatter themselves against the earth’s 
atmosphere. And, of course, animals carried in satellites will begin to answer 
the question: What is the effect of weightlessness on physiological and psycho- 
logical functions? (Gravity is not felt inside a satellite because the earth’s pull is 
precisely balanced by centrifugal force. This is just another way of saying that 
bodies inside a satellite behave exactly as they would inside a freely falling 
elevator.) 

The satellite that will turn its attention downward holds great promise for 
meteorology and the eventual improvement of weather forecasting. Present 
weather stations on land and sea can keep only about 10 percent of the atmosphere 
under surveillance. Two or three weather satellites could make a cloud inventory 
of the whole globe every few hours. From this inventory meteorologists believe 
they could spot large storms (including hurricanes) in their early stages and chart 
their direction of movement with much more accuracy than at present. Other 
instruments in the satellites will measure for the first time how much solar energy 
is falling upon the earth’s atmosphere and how much is reflected and radiated 
back into space by clouds, oceans, the continents, and by the great polar ice fields. 

It is not generally appreciated that the earth has to send back into space, over 
the long run, exactly as much heat energy as it receives from the sun. If this 
were not so the earth would either heat up or cool off. But there is an excess of 
income over outgo in the tropical regions, and an excess of outgo over income in 
the polar regions, This imbalance has to be continuously rectified by the activity 
of the earth’s atmosphere which we call weather. 

By looking at the atmosphere from the outside, satellites will provide the first 
real accounting of the energy imbalances, and their consequent tensions, all 
around the globe. With the insight gained from such studies, meteorologists 
hope they may improve long-range forecasting of world weather trends. 

inally, there are the satellites that will look not just around or down, but out 
into space. Carrying ordinary telescopes as well as special instruments for 
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recording X-rays, ultraviolet, and other radiations, these satellites cannot fail 
to reveal new sights forever hidden from observers who are bound to the earth. 
What these sights will be, no one can tell. But scientists know that a large part 
of all stellar radiation lies in the ultraviolet region of the spectrum, and this is 
totally blocked by the earth’s atmosphere. Also blocked are other very long 
wavelengths of “light” of the kind usually referred to as radio waves. Some of 
these get through the so-called “‘radio window” in the atmosphere and can be 
detected by radio telescopes, but scientists would like a look at the still longer 
waves that cannot penetrate to earth. 

Even those light signals that now reach the earth can be recorded with brilliant 
new clarity by satellite telescopes. All existing photographs of the moon and 
nearby planets are smeared by the same turbulence of the atmosphere that makes 
the stars twinkle. Up above the atmosphere the twinkling will stop and we 
should be able to see for the first time what Mars really looks like. And we shall 
want a really sharp view before launching the first rocket to Mars. 


A CLOSE-UP OF THE MOON 


While these satellite observations are in progress, other rockets will be striking 
out for the moon with other kinds of instruments. Photographs of the back or 
hidden side of the moon may prove quite unexciting, or they may reveal some 
spectacular new feature now unguessed. Of greater scientific interest is the ques- 
tion whether or not the moon has a magnetic field. Since no one knows for sure 
why the earth has such a field, the presence or absence of one on the moon should 
throw some light on the mystery. 

But what scientists would most like to learn from a close-up study of the moon is 
something of its origin and history. Was it originally molten? Does it now have 
a fluid core, similar to the earth’s? And just what is the nature of the lunar 
surface? The answer to these and many other questions should shed light, 
directly or indirectly, on the origin and history of the earth and the surrounding 
solar system. 

While the moon is believed to be devoid of life, even the simplest and most 
primitive, this cannot be taken for granted. Some scientists have suggested that 
small particles with the properties of life—germs or spores—could exist in space 
and could have drifted on to the moon. If we are to test this intriguing hypothesis 


we must be careful not to contaminate the moon’s surface, in the biological sense, 
beforehand. There are strong scientific reasons, too, for avoiding radioactive 


contamination of the moon until its naturally acquired radioactivity can be 
measured. 


« « « AND ON TO MARS 


The nearest planets to earth are Mars and Venus. We know quite enough 
about Mars to suspect that it may support some form of life. To land instru- 
ment carriers on Mars and Venus will be easier, in one respect, than achieving a 
“soft” landing on the moon. The reason is that both planets have atmospheres 
that can be used to cushion the final approach. These atmospheres might also 
be used to support balloons equipped to carry out both meteorological soundings 
and a general photo survey of surface features. The Venusian atmosphere, of 
course, consists of what appears to be a dense layer of clouds so that its surface 
has never been seen at all from earth. 

temotely controlled scientific expeditions to the moon and nearby planets 
could absorb the energies of scientists for many decades. Since man is such an 
adventurous creature, there will undoubtedly come a time when he can no longer 
resist going out and seeing for himself. It would be foolish to try to predict today 
just when this moment will arrive. It might not arrive in this century, or it 
might come within one or two decades. So much will depend on how rapidly we 
want to expand and accelerate our program. According to one rough estimate it 
might require a total investment of about a couple of billion dollars, spent over a 
number of years to equip ourselves to land a man on the moon and to return 
him safely to earth. 

THE SATELLITE RADIO NETWORK 


Meanwhile, back at earth, satellites will be entering into the everyday affairs 
of men. Not only will they be aiding the meteorologists, but they could surely— 
and rather quickly—be pressed into service for expanding world-wide communica- 
tions, including intercontinental television. 

At present all trans-oceanic communication is by cable (which is costly to install) 
or by shortwave radio (which is easily disrupted by solar storms). Television 
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cannot practically be beamed more than a few hundred miles because the wave- 
lengths needed to carry it will not bend around the earth and will not bounce 
off the region of the atmosphere known as the ionosphere. To solve this knotty 
problem, satellites may be the thing, for they can serve as high-flying radio 
relay stations. Several suitably equipped and properly spaced satellites would 
be able to receive TV signals from any point on the globe and to relay them 
directly—or perhaps via a second satellite—to any other point. Powered with 
solar batteries, these relay stations in space should be able to keep working for 
many years. 


MILITARY APPLICATIONS OF SPACE TECHNOLOGY 





The development of military rockets has provided the technological base for 
space exploration. It will probably continue to do so, because of the commanding 
military importance of the ballistie missile. The subject of ballistic missiles lies 
outside our present discussion. We ask instead, putting missiles aside, what 
other military applications of space technology can we see ahead? 

There are important, foreseeable, military uses for space vehicles. These lie, 
broadly speaking, in the fields of communication and reconnaissance. To this we 
could add meteorology, for the possible advances in meteorological science which 
have already been described would have military implications. The use of satel- 
lites for radio relay links has also been described, and it does not take much 
imagination to foresee uses of such techniques in long range military operations. 

The reconnaissance capabilities of a satellite are due, of course, to its position 
high above the earth and the fact that its orbit carries it in a predictable way over 
much of the globe. Its disadvantage is its necessarily great distance, 200 miles 
or more, from the surface. A highly magnifying camera or telescope is needed 
to picture the earth’s surface in even moderate detail. To the human eye, from 
200 miles away, a football stadium would be a barely distinguishable speck. A 
telescopic camera can do a good deal better, depending on its size and complexity. 
It is certainly feasible to obtain reconnaissance information with a fairly elaborate 
instrument, information which could be relayed back to the earth by radio. 

Much has been written about space as a future theater of war, raising such 
suggestions as satellite bombers, military bases on the moon, and soon. For the 
most part, even the more sober proposals do not hold up well on close examina- 
tion or appear to be achievable at an early date. Granted that they will become 
technologically possible, most of these schemes, nevertheless, appear to be clumsy 
and ineffective ways of doing a job. Take one example, the satellite as a bomb 
carrier. A satellite cannot simply drop a bomb. An object released from a 
satellite doesn’t fall. So there is no special advantage in being over the target. 
Indeed, the only way to “drop” a bomb directly down from a satellite is to carry 
out aboard the satellite a rocket launching of the magnitude required for an inter- 
continental missile. A better scheme is to give the weapon to be launched from 
the satellite a small push, after which it will spiral in gradually. But that means 
launching it from a moving platform halfway around the world, with every dis- 
advantage compared to a missile base on the ground. In short, the earth would 
appear to be, after all, the best weapons carrier. 

This is only one example; each idea has to be judged on its own merits. There 
may well be important military applications for space vehicles which we cannot 
now foresee, and developments in space technology which open up quite novel 
possibilities. The history of science and technology reminds us sharply of the 
limitations of our vision. Our road to future strength is the achievement of 
scientific insight and technical skill by vigorous participation in these new ex- 
plorations. In this setting, our appropriate military strength will grow naturally 
and surely. 

A SPACE TIMETABLE 


Thus we see that satellites and space vehicles can carry out a great variety of 
scientific missions, and a number of military ones as well. 

Indeed, the scientific opportunities are so numerous and so inviting that 
scientists from many countries will certainly want to participate. Perhaps the 
International Geophysical Year will suggest a model for the international ex- 
ploration of space in the years and decades to come. 

The timetable on the following page suggests the approximate order in which 
some of the scientific and technical objectives mentioned in this review may be 
attained. 

The timetable is not broken down into years, since there is yet too much un- 
certainty about the scale of the effort that will be made. The timetable simply 
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lists various types of space investigations and goals under three broad headings: 
Early, Later. Still Later. 
SCIENTIFIC OBJECTIVES 


Early 
Physics 
Geophysics 
Meteorology 
Minimal Moon Contact 
Experimental Communications 
Space Physiology 


yh 09 NS 


. 


Later 


— 


Astronomy 

Extensive Communications 
3iology 

Seientifie Lunar Investigation 
Minimal Planetary Contact 
Human Flight in Orbit 


wm Co bo 


on 
° 


Still Later 


Automated Lunar Exploration 
Automated Planetary Exploration 
Human Lunar Exploration and Return 


And Much Later Still 
Human Planetary Exploration 


In conclusion, we venture two observations. Research in outer space affords 
new opportunities in science, but it does not diminish the importance of science 
on earth. Many of the secrets of the universe will be fathomed in laboratories 
on earth, and the progress of our science and technology and the welfare of the 
Nation require that our regular scientific programs go forward without loss of 
pace, in fact at an increased pace. It would not be in the national interest to 
exploit space science at the cost of weakening our efforts in other scientific 
endeavors. This need not happen if we plan our national program for space 
science and technology as part of a balanced national effort in all science and 
technology. 

Our second observation is prompted by technical considerations. For the 
present, the rocketry and other equipment used in space technology must usually 
be employed at the very limit of its capacity. This means that failures of equip- 
ment and uncertainties of schedule are to be expected. It therefore appears wise 
to be cautious and modest in our predictions and pronouncements about future 
space activities—and quietly bold in our execution. 
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MEMBERSHIP OF THE PRESIDENT’S SCIENCE ADVISORY COMMITTEE 


Dr. James R. Killian, Jr., Chairman, Special Assistant to the President for Science 
and Technology, The White House 

Dr. Robert F. Bacher, Professor of Physies, California Institute of Technology 

Dr. William O. Baker, Vice President (Research), Bell Telephone Laboratories 

Dr. Lloyd V. Berkner, President, Associated Universities, Ine. 

Dr. Hans A. Bethe, Professor of Physics, Cornell University 

Dr. Detlev W. Bronk, President, Rockefeller Institute for Medical Sciences and 
President, National Academy of Sciences 

Dr. James H. Doolittle, Vice President, Shell Oil Company 

Dr. James B. Fisk, Executive Vice President, Bell Telephone Laboratories 

Dr. Caryl P. Haskins, President, Carnegie Institution of Washington 

Dr. George B. Kistiakowsky, Professor of Chemistry, Harvard University 

Dr Edwin H. Land, President, Polaroid Corporation 

Dr. Edward M. Purcell, Professor of Physics and Nobel Laureate, Harvard Uni- 
versity 

Dr. Isidor I. Rabi, Professor of Physics and Nobel Laureate, Columbia Uni- 
versity 

Dr. H. P. Robertson, Professor of Physies, California Institute of Technology 

Dr. Paul A. Weiss, Rockefeller Institute for Medical Science 

Dr. Jerome B. Wiesner, Director, Research Laboratory of Electronics, Massa- 
chusetts Institute of Technology 

Dr. Herbert York, Chief Scientist, Advanced Research Projects Agency, De- 
partment of Defense 

Dr. Jerrold R. Zacharias, Professor of Physics, Massachusetts Institute of Tech- 
nology 


2. NaTronaL ACADEMY OF SCIENCES EsTABLISHES SPACE ScIENCE BoarpD 


[Press release of Aug. 3, 1958, from the National Academy of Sciences-National Research Council] 


Wasuinoton, D.C., August 2.—Dr. Detlev W. Bronk, president of the National 
Academy of Sciences-National Research Council, announced today the forma- 
tion of a 16-man Space Science Board, ‘‘to survey in concert the scientific problems, 
opportunities and implications of man’s advance into space.” 

Dr. Lloyd V. Berkner, president of Associated Universities, Inc., president 
of the International Council of Scientific Unions and a member of the National 
Academy of Sciences, has been named chairman. 

The Board, besides acting as the focal point for all Academy-Research Council 
activities connected with space-science research, will be called upon to coordinate 
its work with appropriate civilian and Government agencies, particularly the 
National Aeronautics and Space Administration, the National Science Foundation, 
and the Advanced Research Projects Agency, and with foreign groups active 
in this field. 

In making the announcement, Dr. Bronk stated, ‘‘We feel that the formation of 
this Board can have especial significance for science as we face the challenge and 
adventure of the new steps into space that are surely and swiftly on the way. 
It is my hope that the Board will give fullest possible attention to every aspect 
of space science, including both the physical and the life sciences. I believe that 
the Academy-Research Council has a unique opportunity to bring together 
scientists from many fields to find ways to further a wise and vigorous national 
scientific program in this field.” 

The functions of the Board will include studies of scientific-research opportu- 
nities and needs opened up by the advent of modern rocket and satellite tools, 
advice and recommendations on space science to interested agencies and institu- 
tions, stimulation of research interest in the rocket and satellite fields, and co- 
operative activities in this area with academies and similar institutions abroad. 

Eleven ad hoe committees have already been organized to carry on the work 
of the Board under Dr. Berkner’s leadership. These committees, together with 
their chairmen and vice chairmen (who comprise the membership of the Board), 
follow: 

1. Geochemistry of Space and Exploration of Moon and Planets: Chairman, 
Dr. Harold C. Urey, professor of chemistry, University of California, La Jolla; 
vice chairman, Dr. Harrison S. Brown, professor of geochemistry, California Insti- 
tute of Technology. 





PROJECT MERCURY: MAN-IN-SPACE PROGRAM 59 


2. Astronomy and Radio Astronomy: Chairman, Dr. Leo Goldberg, chairman, 
Department of Astronomy, University of Michigan. 

3. Future Vehicular Development (beyond vehicles immediately available and 
including possible space stations and interplanetary vehicles for scientific research): 
Chairman, Dr. Donald F. Hornig, professor of chemistry, Princeton University. 

4. International Relations Field (coordination with International Council of 
Scientific Unions and other national scientific bodies on problems in international 
sharing of payloads, international cooperation in space activities and advice on 
the formulation and effects of regulatory policies): Chairman, Dr. W. A. Noyes, 
dean, College of Arts and Science, University of Rochester. 

5. Immediate Problems (space laboratories, orbits, currently feasible research 
projects, and liaison with the technical panel on the earth satellite program of the 
U.S. National Committee for the International Geophysical Year during terminal 
phases of IGY): Chairman, Dr. R. W. Porter, chairman of the USNC-IGY 
Technical Panel on the Earth Satellite Program, and consultant—communication 
and control, engineering services, General Electric Co., New York. 

6. Space projects (analysis of advanced space research proposals and long-range 
planning): Chairman, Dr. Bruno B. Rossi, professor of physics, Massachusetts 
Institute of Technology. 

7. Ionosphere (experiments pertaining to auroral and ionospheric effects, 
including whistlers and special propagation phenomena): Chairman, Mr. A. H. 
Shapley, physicist, National Bureau of Standards, Boulder, Colo. 

8. Physics of Fields and Particles in Space: Chairman, Dr. John A. Simpson, 
professor of physics, University of Chicago; vice chairman, Dr. James A. Van 
Allen, head, Department of Physics, State University of Iowa. 

9. Future Engineering Development Beyond Available Facilities (telecom- 
munications, telemetry, guidance, environmental conditions and advanced labo- 
ratory requirements): Chairman, Dr. O. G. Villard, Jr., professor of electrical 
engineering, Stanford University. 

10. Meteorological Aspects of Satellites and Space Research: Chairman, Dr. 
Harry Wexler, director of meteorological research, U.S. Weather Bureau. 

11. Psychological and Biological Research: Chairman, Dr. H. Keffer Hartline, 
Biophysics Section, Rockefeller Institute for Medical Research; vice chairman, 
Dr. 8. 8. Stevens, professor of psychology, Harvard University. 

A twelfth committee, on geodesy, will be chaired by a Board member still to 
be selected. 

In describing how the Board would seek to accomplish its tasks, Dr. Berkner 
said, ‘‘To insure the development of U.S. space science on a broad base, we shall 
encourage the participation of scientists from universities and private research 
institutions. While Government participation is essential, we feel that it would 
be unwise if space science were to be developed entirely within the bounds of 
Government activity. 

‘‘We shall also encourage broad participation from all fields of science in order 
to offer useful guidance to all groups engaged in space-science research, suggest- 
ing—when advisable—the integration of similar proposals and the elimination 
of those that are inappropriate.”’ 

Still another task before the Board would be a program to gain the further 
cooperation of the International Council of Scientific Unions and other inter- 
national organizations in the prevention of undesirable and unnecessary contami- 
nation of Moon and planet surfaces and atmosphere with alien particles of energy 
and matter introduced from Earth by space vehicles. 

Named as Executive Director of the new Board was Dr. Hugh Odishaw, who 
also serves the Academy-Research Council as Executive Director of the U.S. 
National Committee for the IGY. A permanent staff will be recruited to serve 
as a Secretariat. 

Although it is a private agency, the National Academy of Sciences-National 
Research Council is obliged, under the terms of a congressional charter signed 
in 1863 by Abraham Lincoln, to advise the Government, upon request, on any 
matters of scientific or technical interest. A nonprofit organization of distin- 
guished scientists from all branches of natural science, the Academy-Research 
Council is dedicated to the furtherance of science and its use for the general 
welfare. 
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3. MANNED SpAcE FLIGHT AND EXPLORATION 


{Excerpt from Part II: IL.G. of Report of the United Nations Ad Hoc Committee on the Peaceful Uses 
of Outer Space, July 14, 1959} 


41. Initial interest in man’s role in space has been concerned with the utilization 
of his unique characteristics which allow him to absorb a wide variety of observa- 
tions, to remember and to make decisions in a way that cannot be duplicated by 
machines. Such human qualities as persistance, resourcefulness and the relative 
reliability of the complex human system further indicate the need for man’s 
inclusion in the development of space flight and exploration. 

42. Although unmanned vehicles will have preceded man in the exploration 
of space, perhaps effecting landings on the moon, penetrating interplanetary 
space, and at least approaching the planets, the addition of man to these efforts 
will constitute a dramatic innovation, one which is only in part “scientific” in 
purpose and only in a special sense a “practical” application of space vehicles. 
The motivation of manned space exploration goes deeper than any scientific and 
other practical results. Apparent throughout man’s history is a basic urge to 
discover and to explore, to go where no man has gone before, to go everywhere 
man has the means of going. As it becomes possible for man to explore outer 
space, he ean confidently be expected to do so. 

43. The first demonstrations of manned space flight can be expected in the 
near future, probably in the form of experiments with rockets followed by relatively 
simple manned orbital vehicles. Looking well beyond such initial efforts, it is 
possible to foresee the initiation of true manned exploration of space, that is the 
use of space vehicles to enable man to reach, investigate and return from the moon, 
interplanetary space, and ultimately at least the near planets. There does not 
appear to be any foreseeable prospect of manned exploration of interstellar space. 

44. Although no insuperable problems have yet been identified, the scientific 
and technical problems of true manned space exploration are substantial, and the 
period required for full perfection of the necessary vehicles, equipment instru- 
mentation and techniques will be measured in terms of decades rather than years. 
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|Press release of Feb. 9, 1959, from the National Academy of Sciences-National Research Council] 


WaAsHINGTON, February 8.—The National Academy of Sciences-National Re- 
search Council announced today the organization of the Armed Forces-National 
Research Council Committee on Bio-Astronauties. The Committee will advise 
the Armed Forces, upon their request, in any matter concerning the biological 
or medical aspects of space exploration. 

Policy decisions and the programing of activities within the Committee will 
be the responsibility of an Executive Council. The following scientists—repre- 
senting different fields of endeavor in universities, private research organizations, 
and the Armed Forces—have been appointed to the Executive Council by Dr. 
Detlev W. Bronk, President of the Academy-Research Council: Chairman, Dr. 
Otto H. Schmitt, Department of Physics, University of Minnesota; Vice Chair- 
man, Dr. Melvin Calvin, Department of Chemistry, University of California, 
Berkeley; Dr. Howard J. Curtis, Department of Biology, Brookhaven National 
Laboratory; Dr. Paul M. Fitts, Department of Psychology, University of Mich- 
igan; Brig. Gen. Don D. Flickinger, Directorate of Life Sciences, Air Research 
and Development Command; Dr. John D. French, Department of Anatomy, 
University of California Medical Center, Los Angeles; Capt. Charles F. Gell, 
Office of Naval Research; Dr. James D. Hardy, U.S. Naval Air Development 
Center, Johnsville, Pa.; and Col. Robert H. Holmes, Research and Development 
Command, Office of the Surgeon General, Department of the Army. 

The full Committee on Bio-Astronautics—which will consist of more than 100 
members, of whom at least half will be nominees of the Armed Forces—will serve 
as a conference or forum of active investigators, meeting periodically to review 
scientific and technical problems, exchange information, and establish liaison 
between investigators with allied interests. 

Administrative responsibility for the Committee has been vested within the 
Academy-Research Council’s Division of Medical Sciences, whose chairman is 
Dr. R. Keith Cannan. Acting executive secretary to the Committee is Dr. Sam 
F. Seeley; previous to his retirement after 31 years of Army service, Dr. Seeley 
had been Chief of the Professional Division in the Office of the Surgeon General. 
Both Dr. Cannan and Dr. Seeley participate in Executive Council meetings as 
ex-officio members. The third ex-officio member is Maj. Kay Cutler, Air Re- 
search and Development Command. Assigned to serve as assistant executive 
secretary has been Lt. Col. Clarence Cain, USAF, formerly Chief of the Bio- 
Medical Division, Directorate of Life Sciences, Air Research, and Development 
Command. 

At a recent organizational meeting, the Executive Council agreed to the follow- 
ing goals: 

1. Acquainting scientific investigators with the military requirements for 
establishing space as an operational medium for man. 

2. Considering and reporting upon military problems related to manned space 
operations. 

3. Assisting in providing scientists and military personnel with access to scien- 
tific and technical information pertaining to the bioastronautical problems of life 
in space. 

4. Promoting the exchange of research information on bioastronautical prob- 
lems through such media as meetings, symposia, and forums. 

5. Stimulating research on all problems of life in space where deficiencies of 
knowledge warrant special effort. 

6. Furthering the science of bioastronautics by encouraging the contributions 
of the many related fields of science. 

7. Providing specific answers to specific problems posed by the Armed Forces. 
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The Committee will concern itself with any field of science or of technology 
that it finds necessary in pursuit of its objectives, including pertinent aspects of 
astronautics, biology, chemistry, medicine, physiology, psychology, and related 
interdisciplinary sciences. Specific examples are: 

1. ae mera environments 
2. Stress 
3. Crew selection, motivation, surveillance and control, including group 
dynamics 
Ground support facilities 
Weightlessness—physiological and psychological aspects 
Metabolic requirements, including nutrition, water balance, electrolyte 
balance, ete. 
Cosmic and other forms of radiation 
Isolation and confinement 
9. Displays, controls and communication 
10. Acceleration, deceleration, and vibration 
11. Escape and survival 
12. Orientation 
13. Man-machine-systems problems 

The Armed Forces—N RC Committee on Bio-Astronautics, supported under the 
terms of a contract between the Air Force and the National Academy of Sciences, 
bears close resemblance in structure to similar Armed Forces-NRC Committees 
on Vision and Bio-Acoustics, both of which have been functioning for several 
years under the Academy-Research Council Division of Anthropology and 
Psychology. 

The National Academy of Sciences-National Research Council is a private, 
nonprofit organization of distinguished scientists dedicated to the furtherance of 
science and its use for the general welfare. Although it is not a governmental 
organization, the Academy-Research Council has long enjoyed a close association 
with many Government agencies; its congressional charter, signed in 1863 by 
President Abraham Lincoln, calls upon the Academy to advise the Government, 
upon request, in all matters of scientific and technical interest. 


2. PsycuiaTric EVALUATION OF CANDIDATES FOR Space Fuicut! 


(A Paper by George E. Ruff, Captain, USAF (MC) and Edwin Z. Levy, Captain, 
USAF (MC), Stress and Fatigue Section, Biophysics Branch, Aero Medical 
Laboratory, Wright Air Development Center, Wright-Patterson Air Force 
Base, Ohio) 


The high levels of stress expected in space flight require careful screening of 
potential pilots by psychological and physiological techniques. Since emotional 
demands may be severe, special emphasis must be placed on psychiatric evaluation 
of each candidate for a space mission. 

The selection process begins with a detailed analysis of both the pilot’s duties 
and the conditions under which he will carry them out. As long as we have had 
no direct experience with space flight, some aspects of this analysis will necessarily 
be speculative. We must thus rely heavily on knowledge of behavior during stress 
situations in the past. As a result, data from military operations, survival 
experiences, and laboratory experiments have guided the choice of men for space 
missions now being planned. 

Although striking exceptions are seen, the individuals who have done best under 
difficult circumstances in the past have been mature and emotionally stable. 
They have usually been able to harmonize internal needs with external reality 
in an effective manner. When subjected to stress, anxiety has not reached high 
enough levels to paralyze their activity. 

After the requirements of the mission and the qualifications of the individual 
best suited to accomplish it have been decided, it is necessary to select measures 
for determining who has the most of each desirable characteristic and the least of 
each undesirable characteristic. This can be done by using interviews and 
projective tests to give an intensive picture of each individual. Objective tests 
supplement the personality evaluation and measure intellectual functions, apti- 
tudes, and achievements. After examination of the background data, interview 
material, and tests results, clinical judgment is used to decide which men are 
psychologically best qualified for the assignment. 


1 For presentation to 115th annual meeting, the American Psychiatric Association, Philadelphia, Pa., 
Apr. 29, 1959. 
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As firsthand knowledge of space flight increases, these procedures must be re- 
examined. When enough data have accumulated, predictions can be checked 
against performance criteria. Methods which predicted accurately will be re- 
tained and improved. Those with little value will be discarded. New measures 
can be added on the basis of increasing experience. Once correlation between 
psychological variables and the quality of performance have been determined, 
the accuracy of future selection programs should be raised. 

A clinical approach of this type was used in selecting pilots for the first U.S. 
manned satellite experiment—NASA’s Project Mercury. The objective was to 
choose men for a 2-year training program, followed by a series of ballistic and 
orbital flights. The pilot’s duties will consist largely of reading instruments and 
recording observations. However, he will retain certain decision-making func- 
tions, and will be required to adapt to changing conditions as circumstances may 
demand. 

By combining data on the nature of this mission with information on behavior 
during other stressful operations, the following general requirements were estab- 
lished: 

(1) Candidates should have a high level of general intelligence, with abilities 
to interpret instruments, perceive mathematical relationships, and maintain 
spatial orientation. 

(2) There should be sufficient evidence of drive and creativity to insure positive 
contributions to the development of the vehicle and other aspects of the project 
as a whole. 

(3) Relative freedom from conflict and anxiety is desirable. Exaggerated 
and stereotyped defenses should be avoided. 

(4) Candidates should not be overly dependent on others for the satisfaction 
of their needs. At the same time, they must be able to accept dependence on 
others when required for the success of the mission. They must be able to 
tolerate either close associations or extreme isolation. 

(5) The pilot should be able to function when out of familiar surroundings and 
when usual patterns of behavior are impossible. 

(6) Candidates must show evidence of ability to respond predictably to fore- 
seeable situations, without losing the capacity to adapt flexibly to circumstances 
which cannot be foreseen. 

(7) Motivation should depend primarily on interest in the mission rather 
than on exaggerated needs for personal accomplishment. Self-destructive wishes 
and attempts to compensate for identity problems or feelings of inadequacy are 
undesirable. 

(8) There should be no evidence of impulsivity. The pilot must act when 
action is appropriate, but refrain from action when inactivity is appropriate. 
He must be able to tolerate stress situations positively, without requiring motor 
activity to dissipate anxiety. 

The chances of finding men to meet these requirements were increased by the 
preselection process. Eligibility for the mission was restricted to test pilots who 
had repeatedly demonstrated their ability to perform functions essential for the 
Mercury project. Records of men in this category were reviewed to find those best 
suited for the specific demands of the mission. A group of 69 were then invited 
to volunteer. The 55 who accepted were given a series of interviews and psycho- 
logical tests. On the basis of these data, 32 were chosen for the final phase of the 
selection program. This phase was designed to evaluate each candidate’s medical 
and psychological status, as well as to determine his capacity for tolerating stress 
conditions expected in space flight. 

The psychological evaluation included 30 hours of psychiatric interviews, 
psychological tests, and observations of stress experiments. The information 
obtained was used to rate candidates on a 10-point seale for each of 17 categories. 
Ratings were made on the basis of specific features of behavior—both as indicated 
by the past history and as observed during the interviews. Even though the 
general population was used as a reference group, the scales are normative only 
in an arbitrary sense. The 10 levels represent subjective decisions on which 
characteristics are ideal, which are average and which are undesirable. Although 
the reliability among raters is excellent, validation studies have not yet been done. 

The categories are: 

(1) Drive: An estimate of the total quantity of instinctual energy. 

(2) Freedom from conflict and anxiety: A clinical evaluation of the number and 
severity of unresolved problem areas and of the extent to which they interfere 
with the candidate’s functioning. 
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(3) Effectiveness of defenses: How efficient are the ego defenses? Are they 
flexible and adaptive or rigid and inappropriate? Will the mission deprive the 
candidate of elements necessary for the integrity of his defensive system? 

(4) Free energy: What is the quantity of neutral energy? Are defenses so 
expensive to maintain that nothing is left for creative activity? How large is the 
“conflict-free sphere of the ego’’? 

(5) Identity: How well has the candidate established a concept of himself and 
his relationship to the rest of the world? 

(6) Object relationships: Does he have the capacity to form genuine object 
relationships? Can he withdraw object cathexes when necessary? To what 
extent is he involved in his relationships with others? 

(7) Reality testing: Does the subject have a relatively undistorted view of his 
environment? Have his life experiences been broad enough to allow a sophis- 
ticated appraisal of the world? Does his view of the mission represent fantasy 
or reality? 

(8) Dependency: How much must the candidate rely on others? How well 
does he accept dependency needs? Is separation anxiety likely to interfere with 
his conduct of the mission? 

(9) Adaptability: How well does he adapt to changing circumstances? What 
is the range of conditions under which he can function? What are the adjust- 
ments he can make? Can he compromise flexibly? 

(10) Freedom from impulsivity: How well can the candidate delay gratification 
of his needs? Has his behavior in the past been consistent and predictable? 

(11) Need for activity: What is the minimum degree of motor activity required? 
Can he tolerate enforced passivity? 

(12) Somatization: Can the candidate be expected to develop physical symp- 
toms while under stress? How aware is he of his own body? 

(13) Quantity of motivation: How strongly does he want to participate in the 
mission? Are there conflicts between motives—whether conscious or uncon- 
scious? Will his motivation remain at a high level? 

(14) Quality of motivation: Is the subject motivated by a desire for narcissistic 
gratification? Does he show evidence of self-destructive wishes? Is he attempt- 
ing to test adolescent fantasies of invulnerability? 

(15) Frustration tolerance: What will be the result of failure to reach estab- 
lished goals? What behavior can be expected in the face of annoyances, delays, 
or disappointments? 

(16) Social relationships: How well does the subject work with a group? 
Does he have significant authority problems? Will he contribute to the success 
of missions for which he is not chosen as pilot? How well do other candidates 
like him? 

(17) Overall rating: An estimate of the subject’s suitability for the mission. 
This is based upon interviews, test results, and other information considered 
relevant. 

It can be seen that categories 1, 2, 4, and 10 are largely economic constructs: 
3, 5, 6, and 7 are ego functions: while the rest are specific characteristics considered 
important for space flight. The categories represent many different levels of 
abstraction and are not independent dimensions. In the final analysis. they are 
less a means of quantifying data than of organizing their interpretation. Not only 
do they provide a method to compare one subject with another, but also tend to 
focus attention on the material most closely related to the mission requirements. 

An initial evaluation of each man was made by two psychiatrists, through 
separate interviews during the preliminary screening period. One interview was 
devoted primarily to a review of the history and current life adjustment, while 
the other was relatively unstructured. Finally, ratings were compared, infor- 
mation pooled, and a combined rating made. Areas of doubt and disagreement 
were recorded for subsequent investigation. 

The men accepted for the final screening procedure were seen again several 
weeks later, after an intensive evaluation of their physical status had been com- 
pleted. Each candidate was reinterviewed and the following psychological tests 
were administered: 

Measures of motivation and personality 

(1) Rorschach. 

(2) Thematic apperception test. 

(3) Draw-a-person. 

(4) Sentence completion test. 
(5) Minnesota multiphasic personality inventory. 
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(6) Who am I?: The subject is asked to write 20 answers to the question, 
“Who am I?” This is interpreted projectively to give information on identity 
and perception of social roles. 

(7) Gordon personal profile: An objective personality test yielding scores for 
“‘ascendency,” “responsibility,’”’ “emotional stability,’ and “sociability.” 

(8) Edwards personal preference schedule: A forced-choice questionnaire 
measuring the strengths of Murray’s needs. 

(9) Shipley personal inventory: Choices are made from 20 pairs of self-descrip- 
tive statements concerning psychosomatic problems. 

(10) Outer-inner preferences: A measure of interest in and dependence on 
social groups. 

(11) Pensacola Z-seale: A test of the strength of “authoritarian” attitudes. 

(12) Officer effectiveness inventory: A measure of personality characteristics 
found in successful Air Force officers. 

(13) Peer ratings: Each candidate was asked to indicate which of the other 
members of the group who accompanied him through the program he liked best, 
which one he would like to accompany him on a two-man mission, and which 
one he would assign to the mission if he could not go himself. 


Measures of intellectual functions and special aptitudes 

(1) Wechsler adult intelligence scale. 

(2) Miller analogies test. 

(3) Raven progressive matrices: A test of nonverbal concept formation. 

(4) Doppelt mathematical reasoning test: A test of mathematical aptitudes. 

(5) Engineering analogies: A measure of engineering achievement and aptitudes. 

(6) Mechanical comprehension: A measure of mechanical aptitudes and ability 
to apply mechanical principles. 

(7) Air Force officer qualification test: The portions used are measures of 
verbal and quantitative aptitudes. 

(8) Aviation qualification test (USN): A measure of academic achievement. 

(9) Space memory test: A test of memory for location of objects in space. 

(10) Spatial orientation: A measure of spatial visualization and orientation. 

(11) Gottschaldt hidden figures: A measure of ability to locate a specified 
form imbedded in a mass of irrelevant details. 

(12) Guilford-Zimmerman spatial visualization test: A test of ability to visual- 
ize movement in space. 

In addition to the interviews and tests, important information was obtained 
from the reactions of each candidate to a series of stress experiments simulating 
conditions expected during the mission. Neither the design of these tests nor 
the physiological variables measured will be discussed. Phychological data were 
derived from direct observation of behavior, postexperimental interviews, and 
administration before and after each run of alternate forms of six tests of percep- 
tual and psychomotor functions. These procedures were: 

(1) Pressure suit test: After dressing in a tightly fitting garment designed to 
apply pressure to the body during high altitude flight, each candidate entered a 
chamber from which air was evacuated to simulate an altitude of 65,000 feet. 
This produces severe physical discomfort and confinement. 

(2) Isolation: Each man was confined to a dark, soundproof room for 3 hours. 
While this brief period is not stressful for most people, data are obtained on the 
style of adaptation to isolation. This procedure aids in identifying subjects who 
cannot tolerate enforced inactivity, enclosure in small spaces or absence of external 
stimuli. 

(3) Complex behavior simulator: The candidate was required to make different 
responses to each of 14 signals which appeared in random order at increasing 
rates of speed. Since the test produces a maximum of confusion and frustration, 
it measures ability to organize behavior and to maintain emotional equilibrium 
under stress. 

(4) Acceleration: The candidates were placed on the human centrifuge in 
various positions and subjected to different G loads. This procedure leads to 
anxiety, disorientation, and blackout in susceptible subjects. 

(5) Noise and vibration: Candidates were vibrated at varying frequencies and 
amplitudes and subjected to high energy sound. Efficiency is often impaired 
under these conditions. 

(6) Heat: Each candidate spent 2 hours in a chamber maintained at 130°. 
Once again, this is an uncomfortable experience during which efficiency may be 
impaired. 

After all tests were completed, an evaluation of each man was made by a 
conference of those who had gathered the psychological data. Final ratings 
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were made in each category described previously, special aptitudes were con- 
sidered, and a ranking within the group was derived. By combining the psy- 
chiatric evaluations, results of the physical examinations and physiological data 
from the stress test procedures, the group was subdivided under the headings 
“Outstanding,’’ ‘‘Recommended,” and “Not Recommended.” Finally, seven 
men were chosen from the list according to the specific needs of the Mercury 
project. 
IMPRESSIONS OF CANDIDATES FOR SPACE FLIGHT 


Although the results of the selection program can’t be assessed for several years, 
impressions derived from psychiatric evaluations of these candidates are of in- 
terest. In answer to the question, ‘‘What kind of people volunteer to be fired 
into orbit?”’ one might expect strong intimations of psychopathology. The high 
incidence of emotional disorders in volunteers for laboratory experiments had 
much to do with the decision to consider only candidates with records of effective 
performance under difficult circumstances in the past. It was hoped that avoiding 
an open call for volunteers would reduce the number of unstable candidates. 

In spite of the preselection process, we were surprised by the low incidence of 
such disorders in the 55 candidates who were interviewed. For the 31 candidates 
who survived the initial screening and physical examination, repeat interviews 
and psychological tests confirmed the original impressions. There was no evi- 
dence for a diagnosis of psychosis, clinically significant neurosis, or personality 
disorder in any member of this group. 

Certain general comments can be made concerning the 31 men who received the 
complete series of selection procedures. The mean age was 33, with a range from 
27 to 38. All but one were married. Twenty were from the Midwest, Far West, 
or Southwest. Only two had lived in large cities before entering college. Twenty- 
seven were from intact families. Twenty were only or eldest children. (In this 
connection, it is perhaps worth noting that four of the seven men chosen are named 
“junior.’’) Pronounced identifications with one parent were about equally 
divided between fathers and mothers, although mothers with whom such identifi- 
‘ations were present were strong, not infrequently masculine figures. 

Impressions from the interviews were that these were comfortable, mature, 
well-integrated individuals. Ratings in all categories of the system used con- 
sistently fell in the top third of the scale. Reality testing, adaptability, and drive 
were particularly high. Little evidence was found of unresolved conflict suffi- 
ciently serious to interfere with functioning. Suggestions of overt anxiety were 
rare. Defenses were effective, tending to be obsessive-compulsive, but not to an 
exaggerated degree. Most were direct, action-oriented individuals, who spend 
little time introspecting. 

Although dependency needs were not overly strong, most showed the capacity 
to relate effectively to others. Interpersonal activities were characterized by 
knowledge of techniques for dealing with many kinds of people. They do not 
become overly involved with others, although relationships with their families are 
warm and stable. 

Because of the possibility that extreme interest in high performance aircraft 
might be related to feelings of inadequacy in sexual or other areas, particular 
emphasis was placed on a review of each candidate’s adolescence. Little informa- 
tion could be uncovered to justify the conclusion that unconscious problems of 
this kind were either more or less common than in other occupational groups. 

A high proportion of these men apparently passed through adolescence in 
comfortable fashion. Most made excellent school and social adjustments. Many 
had been class presidents or showed other evidence of leadership. 

Most candidates entered military life during World War II. Some demon- 
strated an unusual interest in flying from an early age, but most had about the 
same attitudes toward airplanes as other American boys. Many volunteered 
for flight training because it provided career advantages or appeared to be an 
interesting assignment. 

Candidates described their feelings about flying in a variety of terms: “some- 
thing out of the ordinary,” ‘‘a challenge,” ‘‘a chance to get above the hubbub,” 
“a sense of freedom,” ‘‘an opportunity to take responsibility.”” A few look upon 
flying as a means of proving themselves or to build confidence. Others consider 
it a ‘“‘way for good men to show what they can do.” 

Although half the candidates volunteered for training as test pilots, the others 
were selected because of achievements in other assignments. Most view test 
flying as a chance to participate in the development of new aircraft. It enables 
them to combine their experience as pilots and engineers. Their profession is 
aviation and they want to be in the forefront of its progress. Danger is admitted, 
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but deemphasized—most feel nothing will happen to them. But this seems to 
be less a wishful fantasy than a conviction that accidents can be avoided by 
knowledge and caution. They believe that risks are minimized by thorough 
planning and conservatism. Very few fit the popular concept of the daredevil 
test pilot. 

Although attempts have been made to formulate the dynamics underlying the 
pursuit of this unusual occupation, generalizations are difficult to make. Motives 
vary widely. While it is clear that conscious reasons may be unrelated to un- 
conscious determinants, the variation in conscious attitudes illustrates the 
impossibility of a single explanation for a career which has different meanings 
for different individuals. One man, for example, stated that he enjoys flight 
testing because it allows him to do things which are new and different. He 
enjoys flying the newest aircraft available—vehicles that most pilots will not see 
for several years. Another is an aeronautical engineer who is primarily interested 
in aircraft design. He looks upon a flight test much as the researcher views a 
laboratory experiment. 

Reasons for volunteering for Project Mercury show a mixture of professionalism 
and love of adventure. Candidates are uniformly eager to be part of an under- 
taking of vast importance. On one hand, space flight is viewed as the next 
logical step in the progress of aviation; on the other, it represents a challenge. 
One man expressed the sentiments of the group by saying, “There aren’t many 
new frontiers. This is a chance to be in on one of them.” Other expressions 
included: ‘‘a new dimension of flight,” ‘‘a further stage in the flight envelope of 
the manned vehicle,” ‘‘a chance to get your teeth into something big,’ “the 
sequel to the aviation age,” a “contribution to human knowledge,” ‘‘an oppor- 
tunity for accomplishment,’’ “the program of the future,’ ‘an interesting, 
exciting field,’’ ‘‘a chance to be on the ground floor of the biggest thing man has 
ever done.”’ 

At the same time, most candidates were practical. They recognized that this 
project will benefit their careers. To some it is a chance to insure an interesting 
assignment. Most recognize the trend away from conventional manned aircraft 
and look upon the Mercury project as a means for getting into the midst of future 
developments. One said: ‘“We’re the last of the horse cavalry. There aren’t 
going to be many more new fighters. This is the next big step in aviation. I 
want to be part of it.””, Most are aware of the potential personal publicity and 
feel this would be pleasant, but “not an important reason for volunteering.”’ 

Although all candidates are eager to make the flight, it is not their only concern. 
Most want to participate in development of the vehicle and have an opportunity 
to advance their technical training. The orbital ride is partly looked upon as a 
chance to test an item of hardware they have helped develop. Risks are appre- 
ciated, but accepted. Most insist they will go only when the odds favor their 
return. No one is going up to die. They are attracted by the constructive 
rather than the destructive aspects of the mission. 

Psychological tests of these 31 men indicate a high level of intellectual function- 
ing. For example, the mean full-scale scores for the seven who have been selected 
range from 130 to 141, with a mean of 135. The pattern is balanced, with 
consistently high scores on both verbal and performance subtests. 

Projective measures suggest the same healthy adaptations seen in the interviews. 
Responses to the Rorschach, for example, were well organized. Although not 
overly rigid, they did not suggest much imagination and creativity. Aggressive 
impulses tended to be expressed in action rather than fantasy. 

Behavior during the isolation and complex behavior simulator tests—which 
might be considered input-underload and input-overload situations—showed 
evidence of great adaptability. No candidate terminated isolation prematurely 
and none viewed it as a difficult experience. As might be expected for this brief 
exposure, no perceptual changes were reported. Fifteen subjects “‘programed”’ 
their thinking in isolation. In five of these men, the attempt to organize thoughts 
was considered evidence of an overly strong need for structuring. Sixteen per- 
mitted random thought, relaxed and enjoyed the experience. Most slept at least 
part of the time. 

When placed under opposite conditions—with too much to do instead of too 
little—the candidates were usually able to keep from falling hopelessly behind the 
machine. Only a few were troubled by the impossibility of making all responses 
promptly. The majority became content to do as well as possible, showing a 
gradually increasing level of skin resistance, even though working at a frantic pace. 

Reactions to physiological stressors correlated positively with the psychiatric 
evaluations. Candidates who had been ranked highest on psychological variables 
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tended to do best in acceleration, noise and vibration, heat, and pressure chamber 
runs. Their stress tolerance levels were among the. highest of the hundreds of 
men subjected to these procedures in the past. Uncomplaining acceptance of the 
discomforts and inconviences of this phase of the program appeared to reflect 
not only their strong motivation, but also their general maturity and capacity 
to withstand frustration. 

In summary, it is suggested that the most reasonable approach to selecting 
men for doing something no one has done before is to choose those who have been 
successful in demanding missions in the past. To decrease the probability of 
error, a broad sample of behavior must be observed. Every effort should be made 
to make these observations as relevant to the expected demands of the mission 
as possible. 

By selecting only those candidates who were able to adapt to whatever con- 
ditions confronted them, we hope we have found those who are best qualified for 
space flight. Our confidence is further strengthened by the attitudes of the men 
who were chosen. Most reflected the opinion of the candidate who, when asked 
why he had volunteered, explained: “In the first 50 years since the Wright 
brothers, we learned to fly faster than sound and higher than 50,000 feet. In 
another 5 years we doubled that. Now, we’re ready to go out 100 miles. How 
could anyone turn down a chance to be part of something like this?” 


3. MAN IN SPACE... WHERE WE STAND 


(By Col. Paul A. Campbell, Chief, Space Medicine Division, School of Aviation 
Medicine, U.S. Air Force !) 


Those of us associated with research toward the goal of manned spaceflight 
feel that its eventual accomplishment is inevitable and that its accomplishment 
is a logical, rational development in the evolution of man and the evolution of 
the metagalactic universe. 

Man has certain attributes, physiological, psychological, and sociological, which 
have resulted in rational, step-by-step progress toward space. A few of these are: 

His natural curiosity which constantly asks him what lies beyond the clouds, 
the blue sky, and the stars. 

His spirit of adventure from which he may gain enjoyment from going places 
and doing things outside the ordinary. In many cases he enjoys sufficient danger 
to separate him from the ‘‘meek who shall inherit the earth.” 

lis refusal to be contained by barriers which restrict him or his activities. 

His quest for achievement of which he, his family, etc., can be proud, which 
again sets him apart from his fellow men and improves his ego. 

His built-in desire to do that which he has been told is impossible. 

How far man will go into space probably (and here we have all learned to couch 
our dogmatism with “probably’’) will be found to be limited to some extent at 
least by— 

The speed of light. 

The distance which he can travel and return in his productive life span. Unless 
he changes considerably, he will always wish to return to tell or write about his 
feats. 

The limits of resupply within reasonable time. 

The amount of radiation which he can be exposed to and remain in good health. 

The statistical chances of survival, etc. 

This is all well and good and gives us a framework for the future and feeds fuel 
to the science-fiction writers, but the cold gray dawn of each morning tells us that 
there is much to be done before spaceflight in its broader sense can be accom- 
plished. We are progressing in a step-by-step fashion, but at times two steps 
forward and one step backward. Our forward steps sometimes bring us face to face 
with a new barrier, such as the Van Allen-type radiation bands, but new knowledge 
tempers the old and progress continues. In [our] time * * * we have seen the 
oxygen barrier, the bends barrier, the vapor-pressure barrier, the sound barrier, 
the thermal barrier, the ozone barrier, and many others appear for a time to block 
the extension of aviation, but each has vanished as some new breakthrough has 
shown the means of traverse. 

Progress in each parameter has been exponential. The pauses produced by 
barriers have resulted in such short-lived plateaus that when viewed in the 
curve of progress of the 20th century—59 years to date—they seem almost 


1 Air Force and Space Digest, July 1959, pp. 65-67. 
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imperceivable. Aviation through rocketry, its Newtonian principle of propulsion, 
its lift produced by propellant rather than wings, and its ability to carry its oxidizer 
rather than to depend upon the atmosphere for its breath, now gives us the means 
for penetrating the atmospheric barrier. Where machine can go, man wishes to go 
and will discover, invent, or improvise the means. 

But again to get back to our earth-bound laboratories and our mundane 
existence, let us have a look at where we stand today and point out a few of the 
more serious problems which slow progress toward spaceflight and require 
integrated, concentrated effort. Let us do a little curve watching before we look 
into the crystal ball. 

Man and machine have been in a more or less continuous race to outdo one 
another since the advent of aviation. At times man, through advancements of 
the state of the art of protective devices and measures, has been in the lead and 
could go where the machine could not take him. At times the machine has been 
in the lead and has been able to go places and do things in which man could not 
participate. 

Until 2 or 3 years ago the race between the aviation designers and engineers on 
the one hand and the flight surgeons, aviation biologists, and human factors 
groups on the other hand has been nip and tuck. But in these past 2 or 3 years 
the situation has suddenly changed, and the machine capability has advanced far 
beyond man’s capability. Let us look at two parameters to see where we stand. 

Manned altitude, or, as We must now say, distance outward, achievement has 
been one parameter which has been carefully watched since the Wright brothers’ 
first flight. * * * The curve is exponential and looks good when viewed on the 
proper chronological base line. It ended with Kincheloe’s flight [in the Bell X—2] 
to an altitude of 126,200 feet. But when placed within the framework of hard- 
ware achievement, it does not look so good. The man/machine gap is tremendous 
and is lengthening by the month. 

Let us now look at another parameter—that of speed—because as we all know 
man cannot orbit until he reaches a speed of some 18,000 miles per hour and cannot 
escape the earth’s gravitational tentacles until his velocity has reached some 
25,000 miles per hour. First, let us examine man’s speed achievements plotted 
chronologically. It ends with Mel Apt’s fatal flight [also in the X-—2] reaching 
about 2,148 miles per hour. Again we have an exponential curve and man appears 
to be doing just fine. But again, when viewed within the framework of hardware 
achievement, it does not look very good, and again we see a tremendous man/ 
machine gap. 

Now why has this gap lengthened so much in the past few years. I think we 
can point to one situation—a comparison of resources—scientists and facilities— 
a comparison between the hardware development area and the human factors de- 
velopment area. Whereas there are several thousand scientists and facilities in 
hardware research, design, and production, there are still only a few in space 
medicine, space biology, human factors, and related disciplines, and this is taking 
its toll in terms of integrated progress toward manned spaceflight. 

The space concept is a relatively new one and is interdisciplinary throughout. 
Consequently, training for those who wish to participate simply does not exist 
except in the in-house, or on-the-job categories. Programs for training require 
the wedding of diverse disciplines such as astronomy and biology, astrophysics 
and ecology, logistics and ecology. As an example, may I point to the organiza- 
tional chart of our own Space Medicine Division at the School of Aviation Medi- 
cine, USAF, to illustrate: 

SPACE MEDICINE DIVISION 

1. Bioastronautics: 

Utilization of the energies of space. 

Protection against energies of space. 

Extraterrestrial and cosmic radiation. 

Liaison. 
2. Astroecology: 

Ecological systems, 

Components. 

Ecologisties. 

Synecology. 

Psychological reactions. 

Selection. 

Training. 

Indoctrination, 
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8. Biogravies: 
Biodynamics. 
Zero and sub “G.” 
Acceleration. 
Deceleration. 
Tangential acceleration. 
Reaction control. 
4. Bioastrophysics: 
Instrumentation. ea 
Design. 
Maintenance. 
Weight and capacity reduction. 
Reentry. 

The wedding of the disciplines here is self-evident. 

May I now emphasize that the primary biological problem of manned space- 
flight at this time lies in the production of people trained in the required inter- 
disciplinary techniques and with imagination, who in turn can help produce solu- 
tions to the many complex problems which plague us. 

Let us now have a look at some of the other problems in the production of a 
reliable manned space system and see where we stand today: 

The problem of reentry is very serious as it involves relatively rapid slowdown 
from speeds (in the neighborhood of 18,000 miles per hour if orbiting or some 
25,000 miles per hour if in escape ellipse) to zero miles per hour. If we take the 
example of the orbiting vehicle, the magnitude of the total energies is some 19 
million foot-pounds per pound of orbiting mass. Thus, approximately 24,000 
B.t.u.’s per pound of orbiting mass must be dissipated in a relatively short period 
of time. For comparison, the energy contained in a gallon of gasoline is about 
21,000 B.t.u.’s per pound. During the same period high G loads approaching 
man’s tolerance limits will have to be sustained. Project Mercury, the first orbit- 
ing manned spacecraft, will have to meet these requirements. Its engineers say 
it can be done. 

Radiation.—Orbiting beneath the Van Allen bands, yet remaining above the 
levels of appreciable atmospheric drag, is possible. This requires an almost 
circular orbit between the altitudes of something like 140 miles and 400 miles. 
For travel into the deeper reaches of space, polar launching, to avoid the Van 
Allen bands, would require an exit passage almost identical with the path or 
entrance corridor of the maximum concentration of incoming heavy primaries. 
Again in the type of space travel of the relatively near future, orbiting within 
these bounds for short periods seems feasible. 

Weighllessness.—This is another huge question mark as our simulation capa- 
bility through the use of parabolic flight patterns still remains under something 
of the order of 60 seconds. We cannot even guess as to the effects of several 
hours or several days of zero G. Several of us are of the opinion, however, that 
an even greater problem is for the engineers to provide an absolutely stable 
platform which will not produce some tangential G due to rotation or tumbling. 
Weightlessness is possibly the lesser of the two evils. 

Closed ecological systems.—For space travel of short duration such as a few 
circuits of the earth closed-loop ecological systems are unnecessary, but for long 
flights involving months such a system is an absolute requirement as resupply 
will be very difficult and the logistics will be exorbitant. 

Human logistics of spaceflight other than resupply require capacity reduction 
through miniaturization, the conservation of everything, recycling, and reutiliza- 
tion wherever possible. There is much to be done here and it must be done as 
the weight costs, in terms of fuel and structure required for getting each pound of 
man, oxygen, food, containers, fluid, protective gear, etc. (into space), are very 
high. 

Eseape from a space vehicle in the event of accident, recovery, and survival 
present huge problem areas. The problems have been analyzed. The answer 
probably lies in constant improvement of the reliability of the primary vehicle. 


(Colonel Campbell is a pioneer in the aeromedieal field, having twice served as 
Director of Research at the School of Aviation Medicine and more recently as 
special assistant to the commander of the Air Force Office of Scientific Research. 
This article is condensed from a presentation to the Federation of American Societies 
for Experimental Biology in April 1959. It reflects the author’s personal views 
and is not to be construed as a statement of official U.S. Air Force policy.) 











APPENDIX C 


Tue Pusuic Impact or Earty SAtTe.Luite LAUNCHINGS 


1. SuMMARY OF THE FINDINGS 


[Excerpt from ‘‘Satellites, Science and the Public: A Report of a National Survey on the Public Impact 
of Early Satellite Launchings, for the National Association of Science Writers.” Ann Arbor. Survey 
Research Center, Institute for Social Research, the University of Michigan, 1959, ch. v pp. 50-52. Printed 
with permission.] 


The finding that almost half the adult population of the United States became 
aware of the satellites in a single year set the stage for the analysis. Over 90 
percent had heard of the satellites by mid-1958 as compared to less than 50 
percent a year before. 

Less than one-third of those who were aware of the satellites thought of them 
as having primarily an immediate scientific purpose. Other purposes which many 
people attributed to the satellites were their use in competition with Russia and 
their potential use in future space travel. About one-fourth of those who had 
heard of the satellites were unable to think of a purpose. 

Education, income, and the number of media used by the person were found to 
be good predictors of satellite awareness and purpose. The higher the education 
level, the more the income, and the greater the number of media used, the more 
likely was satellite awareness and the attribution of a scientific purpose. 

Relatively little change between studies was shown in answers to questions 
regarding the use of the mass media. Within the newspaper audience there was 
a moderate increase in readership of science; however, the ranking of this item 
in relation to other news categories changed only slightly. No change was 
shown for the reading of medical news. 

An overwhelmingly favorable evaluation of science and scientists was shown for 
both surveys. Little change in any table was noted with the exception of a 15- 
percent decline in the mentioning of a “higher standard of living”’ as a good effect 
of science. The economic recession which was current in the postsputnik survey 
was offered as a possible explanation of this change. The extent of similarity 
between the samples was remarkable in: net impact of science; responsibility for 
the bad effects of science; and the personal characteristics and motivation at- 
tributed to scientists. 

A majority of respondents in the postsputnik sample were shown to give no 
clear edge to either America or Russia in the science race. One out of three 
differentiated areas of science in saying that the United States was ahead in some 
areas, Russia in others. Only 1 person in 10 thought Russian science to be 
superior. This contrasts to the 26 percent who said so 1 month after Russia 
launched Sputnik I. 

More than one-half of the postsputnik sample stated a preference for medical 
science when asked which of four projects listed they would choose if money were 
available for only one. One-third chose juvenile delinquency research. Only 7 
percent chose basie research and 3 percent picked “putting the first man on the 
moon.” 

The higher the education and the greater the extent of science reading the more 
frequent was the differentiation of areas of science and the choosing of basic re- 
search as a project. 

In attempting to bring some sort of order and generality out of the data pre- 
sented in this report, it seems necessary to take the specific cases of the earth sat- 
ellites and to point out similarities and differences between this and other scien- 
tific news events. 

Scientific break throughs are reported almost daily in all of the mass media. 
In this sense, the satellite launchings were no different from a great amount of 
other science news. The satellite news, however, differed in many ways. The 
sheer volume of news presented was tremendous. Secondly, it had elements of 
suspense not usually found in scientific achieyement—the public could often wait 
for hourly bulletins of the progress of the U.S. satellite launchings. 
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The satellites, further, constituted a series of events stretched over the 7-month 
period right up to the time of the postsputnik survey. Thus the initial event was 
continually being reinforced by new events entering into the public view. The 
launchings, if realized in the scientific sense, had ramifications for all areas of 
science. A person with an avid interest in medicine, for example, could have 
found in the satellite news ample information in the medical area alone to sustain 
his active interest. 

Another unusual feature was the combination within a single series of news 
events of the irreality of the science-fiction-like subject matter and of the reality 
afforded through the possibility of direct observation. People may not have 
seen sputnik, but a great number certainly knew someone who had seen it. 
Finally, the launchings were tied to many media content areas not directly 
scientific. The strategic military and foreign affairs aspects undoubtedly height- 
ened satellite interest. 

The satellite news had in common with other science news items a similar pre- 
condition of the audience. Habitual mass media patterns, the existing channels 
of interpersonal communications, and the personal “‘filters” through which infor- 
mation is received are all factors limiting the unusual qualities of the satellite 
news. 

Given the preceding similarities and differences of the earth satellites and other 
forms of science news, What are the implications of these findings for the science 
writer? At least five generalizations may be advanced. Most of these are well 
known to the science writer and are part of the everyday business of communicat- 
ing to an audience; however, they require documentation and such is partially 
presented by the data of this study. 

i. Awareness of a scientific event or finding may be stimulated in all strata of 
the public if enough news concerning the event can be made available to the 
audience. Even people with low education and low interest in science will de- 
velop at least vague notions that the event has taken place if the volume of con- 
tent is great enough. 

2. It is likely that the public reaction to a scientific event is largely motivated 
by a desire to understand and master the world as seen by the individual. Each 
person will accomplish this in the way most satisfying to him, which may mean 
incorporating the event with concepts of a nonscientific nature when scientific 
ones aren’t known or are subordinated to other concerns. 

3. Increase of interest in a particular area of science due to a major break- 
through in knowledge or achievement is not likely to stimulate interest in other 
scientific areas without the public seeing definite links between the two areas, 
In the present study, medical news showed no increase in interest. 

4. The pattern of public reactions to science and scientists is a complex and 
pervasive phenomenon. The generally favorable attitude toward science and 
scientists may be viewed as more stable than the public’s notions of the bound- 
aries of scientific endeavor. In the present study, the lack of fixed boundaries 
was illustrated by the large decrease in the percentage giving a high standard of 
living as an outcome of science. 

5. Science and scientific events do not operate in a vacuum. While a certain 
amount of public inertia makes mass panic unlikely, there are certain aspects 
of the public’s evaluation of science that are not immune to change. Shortly 
after Sputnik I, before our Explorers and Vanguard were launched, the public 
appeared genuinely concerned, and over one-fourth conceded Russian science 
great superiority. The successful American launchings seemed to have dissi- 
pated much of this concern just a few months later. Six months after Sputnik 
I, only 10 percent thought Russian science was superior, and of these people 
only 1 in 20 gave basic research or the man-on-the-moon project as their pre- 
ferred research. It seems likely that the public is less concerned with what 
science is than with what it accomplishes, 








APPENDIX D 


UNorriciAL STATEMENTS AND OBSERVATIONS REGARDING MANNED 
Space Fuicut DEVELOPMENTS IN THE U.S\S.R. 


1. Excerrt From Transcript or INTERVIEW IN Moscow By VistTING AMERICAN 
STupDENTs AND BY IrviNG R. Levine, BurEAv CHIEF OF THE NATIONAL BROAD- 
casTInG Co. iN THE Soviet Union, WituH Dr. Anatrott Buaconravov, AcAD- 
EMICIAN, MEMBER OF THE Soviet AcADEMY OF SciENCEs, OcToBER 5, 1958 

* * * * * * * 

Question. Professor, do you plan to launch a man-earrying satellite in the 
near future? 

Dr. Buaconravov. In launching the sputnik we will first of all be fulfilling 
the program which was mapped for the IGY. It is natural that the launching of 
every sputnik gives us more and more new data and therefore the program will 
be developing with the launching of every new satellite. Sooner or later most 
probably we will be able to send up a man-carrying sputnik that will be circling 
the earth. I can’t say when that will be at present. 

Question. What would be the probabilities of retrieving such a satellite? 

Dr. Buaconravovy. Our scientists are working on this problem at present and 
most probably it will be solved in time. 

Mr. Levine. May I interject a question here, which I am sure interests many 
American youths: If there is a failure in such a launching, will it be announced? 

Dr. Buaconravov. Up until now we have had no failures. We hope that we 
will meet with no failures and all measures are being taken to make the launching 
of every sputnik a success. 

Question. What information have you gained in medical science from Laika, 
the sputnik dog? 

Dr. Buaconravov. Physiologists were very interested in knowing how Laika 
would behave when sputnik reached its orbit, how it would behave in the flight 
to the orbit and how it would stand the state of weightlessness. The data we 
received was very favorable in that respect. As long as the apparatus on the 
sputnik was working and was sending down the information to earth, we knew 
that Laika felt normally and everything was going just as it should. 

Mr. Levine. Professor Blagonravov, Laika was the first dog entering into 
space. Will the first man into space be a Soviet man? 

Dr. BLaconravoy. We hope that the first man in the cosmos will be a Soviet 
man. 


* * * * * * * 


2. Excerpt From Pror. S. FrepD SINGER’s “THE Use AND USELESSNESS OF OUTER 
Space,” in THe Reporter, June 11, 1959, Paces 25-26 


* * a * + x * 


Try to imagine the headline: ‘Russians Put Two Men in Orbit.” Not just 
one; they are capable of putting up two or even more, and they know the jolt it 
would give world opinion. One man is just a man—but two men make up a crew. 
Imagine that these men are able to converse in English, are able to recognize 
signals from the ground. Imagine that they will perform all sorts of functions, 
ranging from broadeasting propaganda to answering questions addressed to them, 
reporting forest fires, and so on. It is hard to overestimate the impact this 
would have. 

There is the tremendous danger that the Russian manned satellites will be 
represented to people as a great military achievement, that the men in orbit will 
be represented as the masters of the world. They may occasionally spot a plane 
taking off, and this will be presented as proof that nothing escapes their view. 
A few such tricks, and a psychology of deep military inferiority might be impressed 
on the Western World. 
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If, in addition, the Russians believe their own propaganda and acquire a feeling 
of tremendous military superiority, then conditions might be ripe for Soviet 
military adventures. It is decidedly in our interest, therefore, to inform the 


world, and especially the U.S. public, that a manned satellite is inevitable and 
that the Russians are likely to be first, but that this will have hardly any military 
significance. 


WE WILL HAVE ONE TOO 








It is my opinion that the Russians will try a manned satellite verv soon. Judg- 
ing from our own time scales, it should take only a year and a half to prepare a 
sapsule design, test it, and work out a recoverv scheme. The main obstacle to a 
manned satellite is, of course, a completely reliable launching rocket. This, the 
Russians assure us, they have already. Their straight-faced claim is that none of 
their sputnik rockets has ever failed. According to my calculations, then, they 
should have had a manned satellite up by now. Where is it? Perhaps their 
rockets are not all that reliable. Or could it be that they are having some other 
kind of trouble? In any case, if their claims are taken at face value, then their 
manned satellite is overdue. 

Our own manned-satellite program has finally gone into operation after being 
shunted from agency to agency during the past year and a half. Its success will 
depend mainly on the availability of a reliable rocket booster; presumably the 
program can go into effect as soon as the Atlas booster has been fired often enough 
for us to be sure of its reliability. This may take some time; perhaps as many as a 
hundred firings will be necessary. 

In the meantime it is rather surprising that all of our eggs are in one basket, and 
that only one technical approach to the manned capsule is being taken. It would 
be wiser if there were duplication or even triplication in our approach to a manned 
satellite. The capsule itself represents only a small part of the total cost of the 
program, and a competitive effort might give us a better chance of achieving 
ultimate success. We should remember the importance of the Jupiter rocket as a 
backup to the Vanguard satellite program. 

From a purely psychological point of view and for prestige purposes, it is essen- 
tial for us to make sure we can put a man into orbit at the earliest possible date 
irrespective of when the Russians succeed in their efforts. But since it is unlikely 
that we shall be first, it behooves us to make it clear to everyone that putting a 
man in space has nothing to do with the “control of space,’’ whatever that means. 
Probably man’s real function in space is simply to explore the universe he lives in, 


3. Soviet AFFAIRS 
(By Dr. Albert Parry 4) 


The Red version of Project Mercury: How well has it fared compared with the 
choice and training of our seven astronauts? The Soviets say and publish very 
little on their part in this momentous race. They talk instead about the training 
and flights of their 12 dogs and 1 rabbit. 

Yet, Soviet spacemen-in-training do exist: We hear that Moscow did some- 
time ago select five men for such conditioning. One of the five has since been 
killed in an accident, the nature of which had not been revealed. All five were 
World War II flyers, decorated for their feats in air combat. This much was 
told by Soviet space-medicine experts to our Brig. Gen. Don Flickinger, medical 
assistant to the commander of the U.S. Air Force’s Air Research and Develop- 
ment Command, on the general’s recent trip to Moscow. 

Older than Project Mercury airmen: Russia’s would-be spacemen were per- 
haps not as carefully selected as our seven candidates. General Flickinger con- 
cluded this, in part, from a certain surprise evidenced by the Soviet space-medicine 
men to whom he talked: they voiced their interest in the fact that the seven U.S. 
astronauts had particularly high IQ’s. Was this a requirement? they asked. 
No, our general replied, it just happened that the American candidates who 
passed the stiff requirements of psycho-physical fitness have those high IQ’s as 
well. 

As to the Soviet yardsticks for their spacemen, it may be argued that if the 
Soviets had similar tough standards of psycho-physical fitness for their candidates, 
the latter might have also possessed keen intelligence and the Moscow doctors 
would not have been surprised by our men’s IQ’s. 


1In ‘“‘Missiles and Rockets ” July 27, 1959, p. 41. 














PROJECT MERCURY: MAN-IN-SPACE PROGRAM 45 


On the other hand, we may speculate that the Soviet spacemen are not only 
flyers but have also been specifically trained in various advanced astro-sciences. 
This would make them almost invariably older than our men, and thus spared 
anything like our exacting standards of psycho-physical fitness applicable to 
younger men only. Yet, the older Soviet spacemen may be every inch of their 
brain as intelligent as our younger ones. The Moscow doctor’s interest in our 
men’s IQ’s may be due to the fact that in Russia generally, IQ tests are seldom, 
if ever, used. 

Soviet interest in Mercury is high. This is seen particularly from the recent 
article in Sovetskaya Aviatsia on American methods of selecting and training of 
“cosmonauts,” written by Dr. V. Borisov, a space-medicine expert. 

An American film shown in Moscow recently was judged as of great value to 
Dr. Borisov and his fellow space-medicine men. This was the movie brought 
by U.S. delegates to the May 25-June 1 conference of the International Aero- 
nautical Federation held in the Soviet capital. Dr. Borisov wrote that during 
the period of weightlessness, shown in the film clearly by the floating of a few 
unattached objects in the plane’s cabin, the American flyers who were being 
tested ‘‘worked on a special installation with a large number of buttons and 
levers’’—and the Soviet viewers obviously admired our flyers’ movements “which 
were quick and well coordinated.” 

Particular impression in Moscow was made by these U.S. ways to overcome 
weightlessness: Item 1—training an astronaut to float in the cabin during his 
weightlessness. This floating, Dr. Borisov observed, was done ‘‘dexterously,” 
the floater’s cycle of movements “greatly resembling the ordinary movements 
of a swimmer.” Item 2—the use of special shoes with magnetic soles. Item 
3—combating the difficulty of drinking liquids while weightless. Dr. Borisov 
wrote approvingly of special vessels from which U.S. astronauts squeezed water 
directly into their mouths. 


4. Soviet Recovers THREE SpAce ANIMALS—Two Docs ANpD A Rassit Ripe 
Into Upper ATMOSPHERE—4,400-PoUND PAYLOAD 


(By Osgood Caruthers) 


[From the New York Times, July 7, 1959] 


Moscow, July 6.—The Soviet Union announced tonight that it had fired 
two dogs and a rabbit into outer space and had brought them safely back to earth. 

The instruments and animals carried by the single-stage intermediate-range 
ballistic missile weighed more than 4,400 pounds the announcement said. Scien- 
tifie commentators termed the payload the heaviest ever hurled into space. 

Announcement of the launching was repeated over the Moscow radio at rapid 
intervals. It did not report how high the rocket had flown. 


LAUNCHING LAST THURSDAY 


It said it was the third time one of the dogs, named Otvazhnaya or Courageous, 
had been sent up in a rocket and returned. The other dog aboard the rocket was 
named Snezhinka, or Snowflake. The Russian names indicate that both dogs 
are female. 

The launching took place July 2, according to the announcement. 

Tass, the official press agency, said that the instruments aboard had sent back 
information on the animals’ reaction to weightlessness as well as information on 
the ultraviolet part of the solar spectrum, the structure of the ionosphere and the 
direction and speed of airstreams at various altitudes. 

The rescue equipment separated as planned, the announcement said, adding 
that the research objective had been fulfilled. 

Earlier flights by the dogs had provided Soviet scientists with information on 
their adaptability to flight in the upper atmosphere, according to the announce- 
ment. It has been known for some time that Soviet rocketeers have been training 
dogs for such flights. 

‘a GREAT DAY FOR SOVIET” 


The second Soviet satellite, launched more than a year ago, carried the dog 
Laika into orbit, where she died after several trips around the earth. That satel- 
lite later burned up in the atmosphere. The payload on that flight was 1,122 
pounds. 
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“Tt is a great day for Soviet science,’’ Moscow radio commented. “We have 
proved that cosmic radiation is no barrier to flights in outer space.” 

The Soviet announcers made no mention of U.S. success last month in firing 
two monkeys in a rocket and bringing them safely back to earth. 

It was not known why Soviet officials had waited 4 days before announcing 
the flight and return of the three animals. However, the news provided a dra- 
matic climax to the opening day of the International Cosmic Ray Conference in 
Moscow. 

A broadeast of a football match was interrupted for the bulletin. The repetition 
of the announcement and the quickly following commentary by Soviet academi- 
cians on what they called ‘‘another triumph of Soviet science’? indicated that 
officials here believed this to be an achievement of utmost importance, not only 
in missile launching but also regarding future space travel. 

‘This has proved that we can bring animals back alive,’”’ one commentator said. 
“Tt means much in the preparation for space flights by human beings.” 

It was with considerable gloating that the commentators also contended that 
the rocket was the most powerful single-stage device ever launched and was “much 
stronger than anything the Americans have.” 

The July 2 launching was exactly 6 months from the announcement of the firing 
of the Soviet moon rocket that went into orbit around the sun. 

In describing the latest Soviet shot, the Moscow radio said: 

“The launching took place in a normal way. The rescue system made certain 
the landing of the section that was separated from the rocket and the container 
with the scientific equipment and the experimental animals. 

“According to preliminary information the program of investigation is fulfilled 
and valuable material has been obtained on all questions. 

“For the first time, information was obtained about the composition of light 
gases in the atmosphere. The condition of the animals after landing is good.’’ 









































RABBIT A NOVELTY 


The chief novelty in the Soviet announcement was the listing of a rabbit on 
the passenger list. 

Rocket flights by Soviet dogs have been repeatedly publicized. But no rabbit 
has turned up before. 

A leading American scientist in the field suggested that the rabbit might have 
been included to find out what effect such flights might have on the reproductive 
process. 

The scientist, Dr. Douglas Worf of the National Aeronautics and Space Admin- 
istration, noted several advantages in using a rabbit in such research: 

A female rabbit’s gestation period is only about a month. Scientists might 
quickly learn how pregnancy was affected by weightlessness, cosmic rays and 
other phenomena encountered in space flight. 

A female rabbit can bear young four to eight times a year. The effects of space 
flight on several generations of space passenger’s descendants might be speedily 
determined. 

A female rabbit can be made pregnant without the use of male sperm. This 
can be done by injection of salt water. Dr. Worf suggested that the process, 
known as parthenogenesis, might have been initiated in flight while the rabbit was 
weightless. He was not certain, however, that it would work except under the 
strictest laboratory conditions. 

When this country recently launched the monkeys Able and Baker on a 1,700- 
mile flight down the Caribbean, one of the side experiments was a study of the 
fertilization process of the sea urchin. This is a small animal, often found under- 
foot on the beach, that sprouts pinlike protrusions. 

From the point of view of rocket technology, the most significant aspect of the 
latest Soviet flight appeared to be the enormous size of the payload. 

The Russians put the weight of animals and instruments at more than 4,400 
pounds. They said this was the heaviest payload ever hurled into space. 






















5. Soviet Space Dog Survives Fourtn Trrp—REcovERED W1TH COMPANION 
AND Rocket INSTRUMENTS 


(By Osgood Caruthers) 





[From the New York Times, July 14, 1959] 


Moscow, July 13.—The world’s most traveled space dog has made another 
rocket flight into the upper atmosphere and returned safely to the Soviet Union. 
The dog Otvazhnaya, or Courageous, was sent up with another canine astronaut 
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July 10 in a powerful single-stage ballistic missile carrying a payload of 4,840 
ounds. This was announced in a bulletin from the official Soviet news agency 
ass, broadeast over the Moscow radio at the end of this evening’s regular news 
transmission, 
ROCKET SIMILAR TO FIRST 


Otvazhnaya, a pert little white female spitz, rode the first rocket into the upper 
atmosphere and back July 2 with another dog named Snezhnika, or Snowflake, 
and a rabbit. Announcements have said that Courageous made two previous 
flights in rockets, apparently of a preliminary or training nature. 

The dog that flew with her in the second big rocket was not named. Why 
Snowflake was not chosen to make the second trip was not revealed. 

Despite announcements following the first flight that the two dogs returned in 
excellent physical condition, Soviet newspapers and magazines at first published 
pictures showing only Courageous and the rabbit. 

The announcement tonight said the July 10 probe into the outer atmosphere 
was made by a rocket similar to the first. However, the first carried a payload 
including instruments and the weight of the animals of only 4,400 pounds, or 440 
pounds less than the second rocket. 

The bulletin said the instruments of the second rocket had carried out the same 
research plans as the first one did. It also carried instruments for other studies. 


MEASURED RADIATION 


The broadcast said the second missile had ‘made measurements of infrared 
radiation of the earth and the earth’s atmosphere, photographed masses of clouds 
over a large territory, simultaneously made an analysis of the ionic and neutral 
composition of the atmosphere and made measurements of the electrostatic 
field.” 

“The animals and instruments were recovered in good condition,” the bulletin 
said “The payload of the rocket was 2,200 kilograms.” 

The animals original trip to the upper atmosphere was accompanied by boasts 
from Soviet scientists that the rocket had carried the heaviest payload of any 
single-stage intermediate missile in the world and that no other nation had one so 
powerful. 

Like the announcement of the original flight, the second gave no details as to 
where this important scientific test had been made or how high the missile had 
flown before the container carrying the animals and instruments was separated 
from the rocket and brought back safely to earth. 

However, Grigory K. Khrushchev, a corresponding member of the Soviet 
Academy of Sciences (apparently unrelated to the Soviet Premier) wrote in the 
latest issue of Literatura i Zhizn (Literature and Life), that the first flight had 
obtained valuable information on physcial functions of the animals “at great 
height or in the order of several hundreds of kilometers.” 

The announcement of the second flight said that the above-mentioned research 
was in addition to data gathered by the first, which was published July 7. That 
bulletin said the rocket’s instruments had studied the ultraviolet part of the solar 
spectrum, and other matters. 


6. Soviet BroLtocicat ExpeRIMENTS 
(By Irwin Hersey ') 


In any broad discussion of man in space, neglect of the Soviet manned space 
flight program would be a glaring oversight. Questions as to the progress the 
Russians are making, where their program stands vis-a-vis our own, and when 
they will succeed in putting a man in space are, of course, difficult to answer, for 
almost the same reluctance to provide information is found in this area as in the 
field of Soviet rocket and missile technology. 

Almost, but not quite—for, at the Third European Congress of Aviation Medicine 
at Louvain, Belgium, last September, a leading Soviet Physiologist, Andrei G. 
Kousnetzov, presented the first full-scale public rundown on Russian biological 
experimentation in this field. While the paper presented by Kousnetzov, who is 
chief of the physiology department of the Soviet Air Force Scientific Research 
Experimental Institute of Aviation Medicine in Moscow, was itself of great interest, 
the questions and answers which followed were even more enlightening. 

In response to a series of questions by Col. John P. Stapp, chief of the USAF 
Aero Medical Laboratory, Dr. Kousnetzov revealed: 


1In Astronautics, February 1959, p. 31 ff, 
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h 2. ae no attempt had been made to catapult and parachute Laika from 
Sputnik IT. 

Po. That there have been no Soviet rocket experiments involving human subjects 
“as far as is known.” 

3. That he had no personal knowledge of Soviet balloon experiments with 
human subjects or animals similar to the U.S. Manhigh project. 

In response to a query by Capt. Neville P. Clark of the USAF Veterinary Corps 
regarding the time and cause of death of Laika, Dr. Kousnetzov explained that 
the experiment was programed to get information about the animal for 7 days, 
after which power gave out and telemetry data was no longer transmitted. From 
signals received earlier, he noted, Russian scientists learned that regeneration of 
air had stopped, leading to the conclusion that the animal had died from hypoxia 
or lack of oxygen. He did not say when this had occurred. 


GAS COMPOSITION IN CAPSULE 


A question by Captain Clark about cabin pressure and gas composition in the 
capsule used for the experiment brought a reply that the system used for oxygen 
regeneration maintained the composition of the gas ‘“‘near the terrestrial one.”’ 

Dr. Kousnetzov began his paper by briefly reviewing the history of Soviet 
experimentation of this type, noting that investigations of the effect of space 
flight on human organisms have been going on since 1949. In the initial phase 
of the experiments, rockets flew encapsulated animals to heights of 100 to 210 
kilometers (62 to 130 miles), and then ejected them for return to earth by 
parachute. 

Animals were encapsulated in specially equipped, hermetically sealed cabins 
supplied with an air-conditioning system which permitted keeping gas composi- 
tion of the air, temperature, and humidity at levels making possible normal 
activity of the organism under study. The air-conditioning system was designed 
for 2 days but needed to operate only the 3 hours during which animals were 
under observation. 

Instrumentation provided data on the animals’ breathing, blood pressure, bio- 
logical electric currents, and temperature before launch, in rocket flight, and in 
parachuting back to earth, as well as changes in cabin pressure and temperature, 
and acceleration, he noted. 

No major changes were observed in the animals that could be regarded as 
resulting from acceleration either on launching or when the parachute reached 
the dense air layers. The effect of 3 to 6 minutes of weightlessness was almost 
imperceptible. Animals sent aloft twice showed no perceptible changes in be- 
havior or general condition either immediately after the flight nor any time 
thereafter. 

The next phase of the experiments called for elimination of the capsule, catapult 
separation of an animal from the rocket during its descent and subsequent descent 
of the animal in a special high-altitude suit with the help of a parachute. 

A good deal of attention was given to protecting the animals during the rocket’s 
descent trajectory, when its flight was not fully stabilized. Two types of catapult 
experiments were carried out. In one, the catapult apparatus was started at a 
height of 75 to 85 kilometers (47 to 53 miles), with the parachute opening imme- 
diately and the animal’s descent taking more than an hour. In the other, cata- 
pulting was effected at 39 to 46 kilometers (128,000 to 151,000 feet), the parachute 
opening at a height «: only 4 kilometers (13,000 feet). 

These experiments, too, proved successful, Dr. Kousnetzov noted, with neither 
catapult launching nor parachute descent detrimental to the animals’ health or 
lives. 

The third phase of the experiments began last year, culminating in animal 
rocket launchings to a height of 473 kilometers (294 miles). Animals also returned 
from these high-altitude flights in good health. 


LAIKA EXPERIMENT 


The rocket experiments permitted extensive study of various effects on living 
organisms in the upper air layers. However, Sputnik II, which carried Laika, 
made possible a biological experiment meeting all the conditions of space flight. 

Of particular interest in the experiment was the state and behavior of Laika 
at the most crucial moments of flight—the period from launching to the time 
the satellite was placed in orbit. During this period, the animal was in such a 
position as to sustain transverse acceleration, and data about the condition and 
behavior of the animal were successfully transmitted and received for this period. 
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The data showed that the frequency of heart contractions rose to three times 
the initial frequency. Electrocardiogram analysis showed no serious changes in 
the workings of the heart, and later, despite the growing effect of acceleration, 
the frequency of heart contractions decreased. ‘The animal’s respiratory rate 
was also three to four times higher than the initial rate during this period. 

The Soviet expert explained there was every reason to believe that changes 
noted in the animal’s physiological functions were brought about by the sudden 
onset of external irritants—acceleration, noise, and vibration—which began at 
launching and continued until the satellite was orbiting. 

A comparison of data from Sputnik II and from previous lab experiments led 
to the conclusion that Laika’s condition had been satisfactory from launch to 
orbit. 

The effect of the zero-gravity condition on the animal was also studied care- 
fully. With the onset of weightlessness, Laika made small bounds on the floor 
because of contraction of the muscles of the limbs. The data indicated these 
movements were smooth and of short duration. 

After a brief period, the rate of heart contractions fell, almost reaching the 
initial rate. However, it was observed that the period of time necessary to reach 
the original rate was about three times as long as in lab experiments in which 
Laika was subjected to the same acceleration as that of the satellite launching 
vehicle. 

This, Dr. Kousnetzov explained, was probably due to the fact that, in lab 
experiments, the animal found itself in a normal condition after acceleration 
ceased, while in the sputnik, acceleration was followed by weightlessness. The 
absence of signals from receptive organs as to the position of the body in space, he 
believes, caused a change in the functional state of the nervous system regulating 
blood circulation and breathing, and led to delay in the return to normal of these 
functions. This phenomenon may have been aggravated as well by accompany- 
ing factors such as noise and vibration, their intensity being greater in the actual 
launching than in the lab experiments, he added. 

Changes in the animal’s physiological functions recorded during this period 
generally coincide with the results of the previous high-altitude rocket experiments. 
Dr. Kousnetzov commented. 

Analysis of the electrocardiogram during the zero-gravity state showed some 
changes in the configuration of its elements and the duration of its intervals. 
These changes were in no way pathological, he pointed out, and were brought 
about by the increased functional load at the moment preceding the zero-gravity 
condition. The ECG showed alterations in the reflex and nervous character of 
the work of the heart. At a later stage, it showed a closer and closer resemblance 
to the ECG characterizing the animal’s initial condition. 

Despite the absence of gravity, Laika’s motor movements were moderate. 
Return to normal of blood circulation and breathing during the zero-gravity 
state when the satellite was orbiting seems to indicate that weightlessness resulted 
in no major changes nor any stable changes in the animal’s physiological functions, 
he noted. In other words, the animal got on satisfactorily both during the period 
when the satellite was going into orbit and when it was actually orbiting. 

Finally, Dr. Kousnetzov stated that it was impossible to arrive at a final 
conclusion as to the effect of cosmic radiation on the animal since no direct 
indication of physiological influence was discovered. 

However, he added, the results of the experiment must be regarded as encourag- 
ing for future research geared to protect the life and well-being of man in space. 


U.S.S.R. RESEARCH AND DEVELOPMENT 


While a good deal of this information had reached print long before the Louvain 
meeting, Dr. Kousnetzov’s paper does represent one of the best rundowns on this 
subject available to date. What else the Russians are doing remains a secret 
hidden behind the Iron Curtain, but certainly some conclusions can be drawn. 

In view of the fact that the Russians have already designed and built a workable 
space capsule which (apparently) has kept an animal alive in space for a consider- 
able period of time; that animals have been sent on rocket flights (and successfully 
recovered) to altitudes considerably higher than those reached in similar U.S. 
experiments; and that Soviet scientists have indicated full awareness that the 
next great step in astronautics will consist of sending a man into space, there can 
be little doubt that the U.S.S.R. program is at least as far advanced as our own, 
and perhaps a little ahead. 

Who wins the race is likely to be determined by how much effort goes into such 
programs in the next 12 to 18 months, 
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7. “Soviets View Man-r1n-Space NEeEp,” 1n Aviation WEEK, NOVEMBER 23, 
1959, PacE 27 





WasHINGTON.—Soviet Union will place a man in space only when it encounters 
a task that automatic controls cannot perform, according to Soviet scientist 
A. A. Blagonravov, who says that thus far there is no need for manned space flight. 

Blagonravov, a member of the presidium of the Soviet Academy of Sciences, 
told an American Rocket Society session he thinks manned space flight is tech- 
nically feasible now, but that Russia will send a man into space only when it has 
some tasks for him to perform which cannot be performed by automatic instru- 
ments. He said that all present space tasks can be handled by automatic controls 
but that, when such systems cannot do the job, Soviet scientists will consider 
manned space flight. 

Blagonravov termed reports of a training program for Russian astronauts, 
“ungrounded” and stemming mainly from journalistic imagination. He said 
Russia has no man-in-space program as such—just a program on research in 
flight safety. Blagonravov repreated earlier Soviet assertions that a man will 
be sent into space only when it is absolutely safe and when the reentry and 
recovery system is proved safe. 

Blagonravov’s denial of a specific man-in-space program at the ARS meeting 
clashes with earlier statements by Prof. Andrei Kuznetsov, head of the Soviet 
aerospace medical program. Kuznetsov told delegates to the 52d General 
Conference of the Federation Aeronautique Internationale in Moscow last 
summer that the Soviets have selected four astronauts for their first manned 
space capsule program (AW June 22, p. 79). 

Russians also recently released pictures of Soviet “cosmonauts” in training 
(AW Oct. 26, p. 66). 

Asked whether he thought the United States and Russia should use joint 
communication facilities for such projects as the United States Mercury program, 
Blagonravov said it is ‘“‘very desirable” to discuss such a concept, but he observed 
that differences in equipment might raise some difficulties. 

Five-man Russian delegation to the 14th annual ARS meeting was headed by 
Prof. Leonid I. Sedov, chairman of the Soviet Academy of Sciences’ spaceflight 
commission and president of the International Astronautical Federation. Other 
members were Blagonravov; Prof. Valerian I. Krassovsky, chief of the upper- 
atmospheric physics department of the academy’s Institute of Atmospheric 
Physies; Vitaly G. Kostomarov of the academy’s foreign department, and Yuri S. 
Galkin, interpreter and secretary for the delegation. 

Sedov, Blagonravov and Krassovsky presented detailed reports on Soviet space 
achievements. Krassovsky said further study is required to explain the ‘‘some- 
what higher currents between the electrodes of an ion trap” founded in the vicinity 
of the moon by the second Soviet moon rocket. He said that, although no mag- 
netic field stronger than 50 to 100 gammas was found near the moon, ‘“‘fluctuations 
of the magnetic field’? were registered in space between earth and the moon and 
“further investigations will reveal whether these fluctuations really exist and what 
characteristics they have. Moreover, if they reflect real values of the magnetic 
field, frozen into the interplanetary gas, then it is the first direct indication of the 
interplanetary magnetic field.” 

Sedov gave the point of impact of the second lunar rocket as about 500 miles 
north of the center of the visible lunar disk, south of the craters of Archimedes, 
Aristillus, and Autolycus. He said the flight of the third lunar rocket from earth 
to moon was at an inclination to the equatorial plane of 55° but that the moon’s 
perturbation and subsequent perturbation by the earth produced a near-elliptic 
orbit inclined to the equator at about 80°. By the 10th revolution, the inclination 
is expected to be 48°, then increased to 57° on the 11th revolution—which now is 
expected to occur next March and be the last before the probe burns in the earth’s 
atmosphere. 

“This effect (of sun and moon), though unexpected at the first glance, depends 
only upon Newtonian forces,” Sedov said. “It is evident that such effects should 
be taken into account during theoretical analysis of problems concerning the struc- 
ture of planet systems and the properties of the orbits of different planes and their 
satellites in the solar system.” 

Russians showed a composite picture made from photographs taken by the third 
probe and said the photographing “must be continued,’’ and must include shots 
with side illumination from the sun, which would cause surface characteristics to 
stand out more clearly. 

Sedov was quoted last week in the Soviet newspaper Pravda as saying radio 
contact with the third probe was lost after its principal tasks were “fully accom- 
plished,” possibly “‘as a result of a collision with a meteorite.”’ 
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Blagonravov said orientation of the third probe was controlled by two pairs of 
jets for turning it around the longitudinal axis and one pair for turning it around 
each diametrical axis. 





8. ‘Moscow DovustTep on Arms IN Space—U.S. Orricrats BELIEVE Soviet 
Puians To Launcw a Man Despite DIsAvowALs 


(By John W. Finney) 
{From the New York Times, November 26, 1959] 


WASHINGTON, November 26.—American space officials believe that the Soviet 
Union has an active man-in-space program despite the denials by prominent 
Soviet space scientists. 

Both nations, it is believed, have set their goals on placing man into space at 
the earliest possible time as a prelude to manned exploration of the moon and the 
solar system. 

The Soviet man-in-space program, however, may differ from that of the United 
States in that it is being run by the military, rather than by civilian scientists. 

Until recent weeks, there was no doubt in the minds of American space officials 
that the United States and the Soviet Union were in a race to achieve manned 
space flight. 
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In fact, officials of the National Aeronautics and Space Administration, in an 
attempt to condition public opinion to another Soviet space triumph, were freely 
and publicly predicting that a Soviet astronaut would probably be first to orbit 
the earth in a space capsule. 

But then a group of prominent Soviet space scientists arrived in the United 
States with the declaration that the Soviet Union had no man-in-space program 
as such, but rather only a general research program into the problems of space 
flight. 

Prof. A. A. Blagonravov, a member of the presidium of the Soviet Academy of 
Sciences, told a meeting of the American Rocket Society that the Soviet Union 
would only attempt to place a man in space when absolute safety was assured and 
when there were tasks in space that could not be performed by automatic instru- 
ments. 

Professor Blagonravov’s comments mystified American space officials. The 
denial of a Soviet man-in-space program not only ran counter to the assumptions 
of Western officials but also clashed with stories that had emanated from the 
Soviet Union. Professor Blagonravov dismissed the stories as the result of jour- 
nalistie imagination. 

SELECTION OF MEN CITED 


Last summer, for example, Prof. Andrei Kuznetsov, head of the Soviet space 
medical program, told delegates to the fifty-second general conference of the 
Fédération Aéronautique Internationale in Moscow that four men had been se- 
lected for space training. Then last month Ogonek, the Soviet magazine, carried 
an article and pictures of the ‘cosmonauts’ in training. 

In attempting to interpret the significance of the statements of Professor Bla- 
gonravoy and his scientific colleagues, American space officials have come to two 
alternative conclusions. 

One is that the Soviet scientists were playing dumb about the Soviet man-in- 
space program, either because of restrictions of Soviet secrecy or because of a 
deliberate attempt to lull the United States into false security. 

The alternative is the one now generally held by space administration officials. 
It is that the civilian Soviet scientists are not involved in the man-in-space pro- 
gram, which is being managed by the military. In fact, it is believed the civilians 
have no great enthusiasm for putting a man into space at this point. 
























CIVILIANS NOTE SPENDING 


In support of this latter alternative, space agency officials note that this lack 
of enthusiasm for manned space flight is shared by many scientists in this country. 
They feel that the money could be better spent for basic research with instru- 
mented rockets and satellites. 

American officials are still betting that the Soviet Union will be first to achieve 
a space flight around the earth. As Dr. T. Keith Glennan, head of the space 
agency, put it last week: 

“T wish I could guarantee that we will beat the Russians to this accomplishment. 
I can’t, of course, except to say that if hard work is going to do this job, we will 
succeed.” 



































APPENDIX E 


BrioGRAPHIES OF Proyect Mercury ASTRONAUTS 


Malcolm Scott Carpenter 


Malcolm §. Carpenter, a lieutenant in the U.S. Navy, was born May 1, 1925, 
in Boulder, Colo. His mother is living in Boulder at 5335 Broadway. Carpenter’s 
father, a retired chemist, lives in Palmer Lake, Colo. His wife is the former 

tene Louise Price, whose parents, Mr. and Mrs. Lyle 8. Price, live at 963 Ninth 

Street, Boulder. The Carpenters have four children: Mark Scott, 9; Robyn Jay, 
7; Kristen Elaine, 3; and Candace Noxon, 2. Carpenter is 5 feet 10% inches 
tall, weighs 160 pounds, and has green eyes and brown hair. 

After receiving his early education through high school in Boulder, Carpenter 
entered Colorado College in 1943 to participate in the V-5 flight training program 
sponsored by the U.S. Navy. After a year there, he spent 6 months in training 
at St. Mary’s preflight school, Moraga, Calif., and 4 months in primary flight 
training at Ottumwa, Iowa. When the V-5 program ended at the close of World 
War II, Carpenter entered the University of Colorado to major in aeronautical 
engineering. He received a degree there in 1949. 

Following his graduation, Carpenter joined the Navy and received flight train- 
ing from November 1949 to April 1951 at Pensacola, Fla., and Corpus Christi, 
Tex. He spent 3 months in the Fleet Airborne Electronics Training School 
San Diego, Calif., and, until October 1951 in a Lockheed P-2V transitional training 
unit at Whidbey Island, Wash. 

In November 1951 he was assigned to Patrol Squadron 6 based at Barbers 
Point, T.H. During the Korean conflict, he was engaged with Patrol Squadron 6 
in antisubmarine patrol, shipping surveillance and aerial mining activities in the 
Yellow Sea, South China Sea and the Formosa Straits. In 1954 he entered the 
Navy Test Pilot School at the Naval Air Test Center, Patuxent River, Md., and 
after completion of his training, was assigned to the electronics test division of 
the NATC. In this assignment Carpenter conducted flight test projects with 
the A-3D, F-11F and F-9F and assisted in other flight test programs. He then 
attended the Navy’s General Line School at Monterey, Calif., for 10 months and 
the Naval Air Intelligence School, Washington, D.C., for a further 8 months. 
In August 1958 he was assigned to the U.S.S. Hornet, antisubmarine aircraft 
carrier, as air intelligence officer. He has accumulated more than 2,800 flying 
hours, including 300 in jet aircraft. 

His hobbies include skin diving, archery and water skiing. 

Leroy Gordon Cooper, Jr. 


Leroy G. Cooper, Jr., a captain in the U.S. Air Force, was born March 6, 1927, 
in Shawnee, Okla. He is 5 feet 9% inches tall and weighs 150 pounds. The 
32-year-old astronaut has blue eyes and brown hair. He considers as his home- 
town Carbondale, Colo., where his parents, Col. and Mrs. Leroy G. Cooper, 
have a ranch. Colonel Cooper is retired from the Air Force. His wife is the 
former Trudy Olson of Seattle, Wash. The couple has two daughters, Camala 
K., 10, and Janita L., 9. 

Cooper attended primary and secondary schools in Shawnee, and he attended 
the University of Hawaii 3 years. He received a degree in aeronautical engineer- 
ing through the Air Force Institute of Technology at Wright-Patterson Air Force 
Base, Ohio, in August 1956. 

Cooper entered the Marine Corps in 1945 after his graduation from high school. 
He attended the Naval Academy Preparatory School and was a member of the 
Presidential honor guard in Washington immediately before his discharge in 
August 1946. While at the University of Hawaii, he received a commission in 
the Army. He transferred this commission to the Air Force and was recalled 
by that service for extended active duty in 1949 for flight training. After his 
training, he was assigned to the 86th Fighter Bomber Group in Munich, Germany, 
as an F-84, and later, an F-86 pilot. After his graduation from AFIT, he was 
assigned to the Air Force Experimental Flight Test School at Edwards Air Force 
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Base, Calif. He was graduated from this school in April 1957 and was assigned 
duty in the Performance Engineering Branch of the Flight Test Division at 
Edwards. He conducted flight test on experimental fighter aircraft. Cooper 
has 2,300 flying hours, including 1,400 in jets. 

His hobbies are photography, riding, hunting and fishing, 


John Herschel Glenn, Jr. 


John H. Glenn, Jr., a lieutenant colonel in the U.S. Marine Corps, was born 
July 18, 1921, in Cambridge, Ohio. He considers New Concord, Ohio, his perma- 
nent home, He attended primary and high schools in New Concord, and Muskin- 
gum College. His parents are Mr. and Mrs. John H,. Glenn. The elder Glenn is 
a retired operator of a plumbing and heating business. Mrs, Glenn is the former 
Anna Margaret Castor, daughter of Dr.and Mrs. H. W. Castor. The elder Glenns 
and Castors all live on Bloomfield Road in New Concord. The Glenns have two 
children: John David, 13, and Carolyn Ann, 12. Glenn also has a sister, Mrs. 
Jean Pinston, of Cambridge. He is 5 feet 10% inches tall, weighs 180 pounds and 
has green eyes and red hair. 

Glenn entered the naval aviation cadet program in March 1942. le was 
graduated and commissioned in the Marine Corps a year later. After advanced 
training, he joined Marine Fighter Squadron 155 and spent a year flying F-4U 
fighters in the Marshall Islands. During his World War II service, he flew 59 
combat missions, After the war, he was a member of Fighter Squadron 218 on 
North China patrol and had duty in Guam. From June 1948 to December 1950, 
he was an instructor in advance training at Corpus Christi, Tex. Glenn then 
attended Amphibious Warfare School at Quantico, Va. In Korea, he flew 63 
missions with Marine Fighter Squadron 311 and 27 while an exchange pilot with 
the Air Force. In the last 9 days of fighting in Korea, he downed three MIG’s 
in combat along the Yalu River. After Korea, Glenn attended test pilot school at 
the Naval Air Test Center, Patuxent River, Md. After graduation, he was 
project officer on a number of aircraft, including the F-8U, F-SU-1, and F-8U-P. 
In November 1956 he was assigned to the Fighter Design Branch of the Navy 

3ureau of Aeronauties in Washington. 

Glenn has been awarded the Distinguished Flying Cross on 5 occasions and he 
holds the Air Medal with 18 clusters for his service during World War II and 
Korea. In July 1957 while project officer of the F-8U, he set a transcontinental 
speed record from Los Angeles to New York, spanning the country in 3 hours 23 
minutes. He has more than 5,000 hours of flying time, including 1,500 hours in 
jet aircraft. Glenn attended the University of Maryland during his Washington 
assignment. 

The Glenn family hobbies are boating and water skiing. 

Virgil Ivan Grissom 

Virgil I. Grissom, a captain in the U.S. Air Force, was born April 3, 1926, in 
Mitchell, Ind. Five feet, seven inches tall, he weighs 155 pounds and has brown 
eyes and brown hair. His parents, Mr. and Mrs. Dennis D, Grissom, live at 
715 Baker Street, Mitchell. He has two brothers, Norman, of Mitchell, and 
Lowell, a sophomore at Indiana University, and a sister, Mrs. Joe Beavers of 

3altimore. Mrs. Grissom is the former Betty L. Moore. Her father, Claude 
Moore, lives in Mitchell. Her mother is deceased. ‘The Grissoms have two sons, 
Seott, 9, and Mark, 5. 

Grissom attended primary and high schools in Mitchell and was graduated 
from Purdue University with a degree in mechanical engineering in 1950. 

He first entered the Air Force in 1944 as an aviation cadet. He was discharged 
in November 1945. He returned to aviation cadet training after his graduation 
from Purdue, and he received his wings in March 1951. Grissom joined the 75th 
Fighter-Interceptor Squadron at Presque Isle, Maine, as an F-86 fighter pilot. 
He flew 100 combat missions in Korea in F-86’s with the 334th Fighter-Interceptor 
Squadron. He left Korea in June 1952 and became a pilot instructor at Bryan, 
Tex. In August 1955 he went to the Air Force Institute of Technology at Wright- 
Patterson Air Force Base, Ohio, to study aeronautical engineering. In October 
1956 he attended test pilot school at Edwards Air Force Base, Calif., and returned 
to Wright-Patterson Air Force Base in May 1957 as a test pilot assigned to the 
Fighter Branch. He has flown more than 3,000 hours, over 2,000 in jets. 

Grissom has been awarded the Distinguished Flying Cross and Air Medal with 
cluster. 

His hobbies are hunting and fishing. 
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Walter Marty Schirra, Jr. 


Walter M. Schirra (Shi-RAH), Jr., a lieutenant commander in the U.S. Navy, 
was born Merch 12, 1923, in Hackensack, N.J. The 36-year-old astronaut is 5 
feet 10 inches tall, weighs 185 pounds, and has brown hair and brown eyes. His 
parents, Mr. and Mrs. Walter M. Schirra, reside in Honolulu, T.H., where the 
elder Schirra is a civil engineer with the Air Force. The senior Schirra was a 
World Wer I ace in the Army Air Corps. After the war, he and his wife barn- 
stormed throughout the Eastern United States in a light plane. The astronaut’s 
wife is the former Josephine C. Fraser of Seattle, Wash. The couple has two 
children: Walter III, 8, and Suzanne Karen, 1. Mrs. Schirrais the daughter of 
Mrs. James L. Holloway, wife of Admiral Holloway, who was commander in chief 
of the Northeastern Atlantic and Mediterranean area. Schirra also has a sister, 
Mrs. Jonn H. Burhans, who lives in Patuxent River, Md. 

Schirra attended primary and junior high schools in Oradell, N.J. He was 
graduated from Dwight Morrow High School, Englewood, N.J., in 1940, and at- 
tended Newark (N.J.) College of Engineering 1 year. He was graduated from 
the U.S. Naval Academy in 1945. 

Schirra has had service on board the battle cruiser Alaska, the staff of the 7th 
Fleet, flight training at Pensacola, in a Navy fighter squadron (71), and as an 
exchange pilot with the 154th U.S. Air Force Fighter Bomber Squadron. He 
went with this squadron to Kerea where he flew 90 combat missions in F-84E 
aircraft. He downed one mia and has one probable mic. He took part in 
development of the Sidewinder missile at China Lake, Calif. He was project 
pilot for the F-7U-3 Cutlass and instructor pilot for tne Cutlass and F-J3 Fury. 

le flew F-3H-2N Demons as operations officer of Fighter Squadron 124 on board 

the carrier Lexington in the Pacific. He then attended Naval Air Safety Officer 
School at the University of Southern California, and test pilot training at the 
Naval Air Test Center, Patuxent, Md. His last assignment was at Patuxent in 
suitability development work on the F-4H. He has 3,000 hours of flying time, 
1,700 hours in jets. 

He has been awarded the Distinguished Flying Cross and two Air Medals for 
his Korean service. 

Alan Bartlett Shepard, Jr. 


Alan B. Shepard, Jr., a lieutenant commander in the U.S. Navy, was born 
November 18, 1923, in East Derry, N.H. The 35-year-old astronaut is 5 feet 
11 inches tall, weighs 160 pounds and has blue eyes and brown hair. His parents 
Col. and Mrs. Alan B. Shepard, live in East Derry where the elder Shepard, a 
retired Army of the United States officer, is an insurance broker. Shepard is 
married to the former Louise Brewer of Kennett Square, Pa. The couple has 
two daughters, Juliana, 8, and Laura, 12. Shepard’s sister, Mrs. Pauline S. 
Sherman, resides in Montclair, N.J. 

Shepard attended primary school in East Derry and was graduated from 
Pinkerton School, Derry, N.H., in 1940. He studied 1 year at Admiral Farragut 
Academy, Toms River, N.J., and then entered the Naval Academy, Annapolis. 
He was graduated from Annapolis in 1944. He was graduated from the Naval 
War College, Newport, R.I., in 1958. 

The astronaut saw service on the destroyer Cosgrove, in the Pacific during World 
War II. He then entered flying training at Corpus Christi, Tex., and Pensacola, 
Fla. He received his wings in March 1947. Subsequent service was in Fighter 
Squadron 42 at the Norfolk Naval Air Station and Jacksonville, Fla. He also 
spent several tours in the Mediterranean. Shepard went to test pilot school at 
Patuxent River, Md., and served two tours in flight test there. During this 
service, he took part in high altitude tests to obtain data on light at different 
altitudes and in a variety of air masses over the North American Continent. He 
also took part in experiments in test and development of the Navy’s in-flight 
refueling system; carrier suitability trials of the F-2H3 Banshee, and Navy trials 
of the first angled carrier deck. Between his flight test tours at Patuxent, Shepard 
was assigned to Fighter Squadron 193 at Moffett Field, Calif., a night fighter 
unit flying Banshee jets. He was operations officer of this squadron and made 
two tours with it to the Western Pacific on board the carrier Oriskany. He has 
been engaged in the test of the F-3H Demon, F-8U Crusader, F-4D Skyray and 
F-11F Tigercat. He was project test pilot on the F-5D Skylancer. The last 5 
months at Patuxent were spent as an instructor in the test pilot school. After 
his graduation from the Naval War College, Shepard joined the staff of the com- 
mander in chief, Atlantic Fleet, as aircraft readiness officer. He has 3,600 hours 
of flying time, 1,700 in jets. 

Shepard’s hobbies are golf, ice skating and water skiing. 
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Donald Kent Slayton 


Donald K. Slayton, a captain in the U.S. Air Force, was born March 1, 1924, 
in Sparta, Wis. The 35-year-old astronaut is 5 feet 10)2 inches tall, weighs 160 
pounds and has blue eyes and brown hair. His parents, Mr. and Mrs. Charles 8. 
Slayton, live in Sparta. A brother, Howard, and sister, Mrs. Lyndahel Hagen, 
also live in Sparta, Slayton’s immediate family also includes a brother Richard, 
of San Jose, Calif.; another brother, Elwood, and two sisters, Mrs. Milton Madsen 
and Mrs. Harold Schluenz, all of Madison. His wife is the former Marjorie 
Lunney, daughter of Mr. and Mrs. George Lunney of Los Angeles, Calif. The 
Slaytons have one son Kent, 2. 

Slayton attended primary and high schools in Sparta, graduating from Sparta 
High School in 1942. He entered the University of Minnesota in January 1947 
and was graduated with a degree in aeronautical engineering in August 1949. 

He entered the Air Force as an aviation cadet in 1942 and after instruction at 
Vernon, Tex., and Williams, Ariz., won his wings in April 1943. He flew 56 
combat missions in B-25’s in Europe with the 340th Bombardment Group 
(Medium). In mid-1944, he returned to this country as a B—25 instruetor pilot 
at Columbia, S.C., and then served with a unit checking out pilots in the A—26. 

le joined the 319th Bombardment Group (Medium) and went to Okinawa in 
April 1945 where he flew seven combat missions over Japan. He was an in- 
structor pilot in B-25 aircraft for about a year after the war. Following his 
graduation from the University of Minnesota, he was an aeronautical engineer 
with Boeing Aircraft Co. in Seattle, Wash., until recalled in early 1951 to active 
duty with the Air National Guard, in which he maintained membership during 
his student days at the University of Minnesota. On his recall, he was assigned 
to Minneapolis as maintenance flight test officer of an F-51 squadron. He then 
spent a year and one-half at 12th Air Force Headquarters as technical inspector, 
and a like period as fighter pilot and maintenance officer with the 36th Fighter 
Day Wing in Bitburg, Germany. He returned to the United States in June of 
1955 and attended the Air Force Flight Test Pilot School at Edwards Air Force 
Base, Calif. In January 1956 he became an experimental test pilot at Edwards, 
where he has flown all jet fighter type aircraft built for the Air Force. His last 
assignment was chief of Fighter Section A. He has 3,400 fiying hours, 2,000 in 
evs. 

’ Slayton holds the Air Medal with cluster. 


His hobbies are hunting, fishing, shooting, archery, photography, and skiing. 
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86TH CONGRESS } SENATE REPORT 
1st Session No. 1015 


STUDIES OF DUAL DISTRIBUTION: THE FLAT-GLASS 
INDUSTRY 


DECEMBER 31, 1959.—Ordered to be printed 


Filed, under authority of the order of the Senate of August 28, 1959 


Mr. Lone of Louisiana, from the Select Committee on Small Business, 
submitted the following 


REPORT 


Together with individual views 


INTRODUCTION 


“Dual distribution,” a term of increasing currency in several in- 
dustries, including the flat-glass industry, describes a marketing situa- 
tion in which the manufacturer rere directly with his customers 


at either the wholesale or retail level, or both. The term is also ap- 
plied to competition by wholesalers with their retailer customers at 
the latter’s resale level. In more technical language, dual distribu- 
tion is forward vertical integration by manufacturers and wholesalers 
who also utilize independent reseller customers. It is a hybrid mer- 
chandising system, a combination of two distinct patterns of distri- 
bution. 

Many independent small businessmen in the distributive trades have 
written the Senate Small Business Committee complaining of dual 
distribution practices of their suppliers. Among the classes of com- 
plainants whose protests to your committee have been most numerous 
are auto-glass dealers, oil jobbers, gasoline retailers, and rubber-tire 
dealers. This list of industries is by no means complete. 

In the view of independent distributors and dealers affected by the 
practice, dual distribution is oppressive both in theory and as a matter 
of practice. This oppression occurs, it is alleged, partly as a result of 
outright violations of the Robinson-Patman Act and partly through 
loopholes in the act itself, as it has been interpreted and enforced. 
Under the system, say the independents, a manufacturer is enabled to 
favor one class of customers over another, shifting his favoritism 
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from time to time to suit his own merchandising strategy—or whim— 
of the moment. Should the manufacturer decide to discipline his 
wholesalers, the argument runs, he could effect a price squeeze by 
raising his price to wholesalers and reducing his price to retailers. 
If he wishes, the manufacturer may even take away all of a whole- 
saler’s customers simply by offering them a better price—sometimes 
the same price offered to the wholesaler. At another time, the inter- 
est of the manufacturer may prompt him to favor his wholesalers. 
In that situation, retailers porchadinn directly from the manufacturer 
are caught in a price squeeze. Obviously, dual distribution is most 
likely to pose some threat to competition in industries in which there 
is high concentration at the production level and in which some manu- 
facturers do not have the ability themselves to establish integrated 
merchandising systems. 

Early in 1958, your committee determined that it should initiate 
a oat study of dual distribution. The flat-glass industry was 
selected for initial inquiry for the following reasons: 

1. A formal “Application for Hearings and Supporting Brief” was 
filed with the Subcommittee on Monopoly of your committee by the 
National Auto & Flat Glass Dealers Association (NA&FGDA) in 
July 1958. The application and brief indicated a widespread belief 
among industry members at the lowest distributive level that many 
independent dealers, and perhaps the independent distribution sys- 
tem itself, were in danger of extinction by competitive forces de- 
scribed as “unfair” and “monopolistic.” Chief target of the flat-glass 
dealers’ criticism was the integrated merchandising system of the 
largest flat-glass producer, Pittsburgh Plate Glass Co. (PPG). That 
system, comprised of a nationwide network of nearly 300 merchandis- 
ing units, operates in many areas in direct competition with inde- 
pendent jobber and/or dealer customers of PPG and other glass pro- 

ucers. It is a prime example of dual distribution. The NA&FGDA 
declared itself ready to produce numerous dealer witnesses to support 
the charges contained in its application and brief. It urged imme- 
diate action. 

2. Flat-glass products have great and growing economic signifi- 
cance. A key material in the Nation’s vital construction and automo- 
bile industries, glass is increasing in importance even more rapidly 
than those industries themselves, by virtue of fashion changes that 
have enlarged the glass areas in houses, office buildings, and cars. 

3. Manufacture of flat glass is heavily concentrated. Only three 
American companies today manufacture both plate and window glass, 
the two most important basic products of the industry. 

4. The flat-glass industry for many years has been under close 
surveillance by both the Federal Trade Commission and the Antitrust 
Division of the Department of Justice. A major consent judgment 
negotiated by the Antitrust Division with six principal flat-glass 
producers and other defendants in 1948 amounts to “special legisla- 
tion” for the industry. 

In the light of these considerations, Senator Russell B. Long, chair- 
man of the Subcomittee on Monopoly, determined shortly after receipt 
of the NA&FGDA’s application and brief to convene public hearings 
at once for the purpose of receiving testimony from glass dealers be- 
fore the adjournment of the 2d session of the 85th Congress. Those 
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hearings were held on July 30 and 31, 1958, and were reopened on 
October 9 and 10, 1958, to permit glass producers, glass jobbers, and 
auto manufacturers to comment on and respond to the testimony re- 
cieved in July from glass dealers. In addition, the heads of the Fed- 
eral Trade Commission and of the Antitrust Division, Department of 
Justice, were invited to comment. 

While the primary focus of the hearings was on dual distribution, it 
was found that other competitive problems were of concern to members 
of the flat-glass industry, and the subcommittee endeavored to obtain 
fullest possible data in the hearings on all such problems. It would 
be, of course, wasteful and impractical to confine hearings to the sole 
subject of dual distribution, when other competitive problems of the 
industry are of equal or greater concern to many industry witnesses. 
Hence, in the flat-glass hearings and in your committee’s future studies 
of dual distribution in other industries, the attempt was and will be to 
consider as a whole all trouble spots in the distributive system brought 
to its attention. 

In this report your committee states five questions which, in its 
opinion, emerged from the hearings as the issues of paramount con- 
cern, and gives its conclusions thereon. The final section of the report 
contains 10 recommendations. It is felt that a brief report will be of 
most value to Congress, the executive branch, and the industry, to 
provide a basis for discussion and action by each. 

Appended to this report is a more detailed staff document prepared 
by Raymond D. Watts, subcommittee counsel. In the supplementary 
staff report, Mr. Watts has provided an introduction to the industry, 
its products, producers and distribution systems, and its antitrust 
background. He has also set forth the principal charges and com- 
plaints made by flat-glass dealers and distributors and has assembled 
under each charge facts and arguments presented by witnesses and ob- 
tained from other sources in support or refutation thereof. An analy- 
sis of certain legislative recommendations made by witnesses is also 
included. (As an aid to those desiring to study the issues in greater 
detail, conclusions and recommendations made in this, your commit- 
tee’s report, are cited parenthetically to related sections of the staff 
report; but such reference does not necessarily connote agreement 
with the cited sections by any committee member. ) 


FIVE PRINCIPAL QUESTIONS PRESENTED 


Question 1. What is the extent of concentration in the production, 
wholesaling and/or retailing of flat glass? 

There has existed for may years at the production level in the flat- 
glass industry a degree of concentration that might well be deemed 
“undue.” Two large corporations, Pittsburgh Plate Glass Co. (PPG) 
and Libbey-Owens-Ford Glass Co. (LOF), together account for over 
90 percent of American plate-glass production and over 60 percent of 
sheet-glass production. These are the two basic and most important 
kinds of flat glass. 

PPG, the largest flat-glass producer, maintains a virtually nation- 
wide system of wholesale and retail merchandising outlets. Through 
73 warehouses and 147 service branches (which function as “physical 
extensions” of warehouses), PPG carries on activities directly com- 
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etitive with those of its independent glass-jobber customers. 
hrough 64 retail stores and 8 auto-glass service centers, PPG com- 
petes horizontally with some of the independent glass dealer customers 
of its warehouses and service branches. All of the service branches 
and most of the warehouses also make some retail sales. Since 1950, 
the number of PPG’s warehouses has increased 2.8 percent; the num- 
ber of service branches, 98.6 percent; and the number of retail stores, 
1,180 percent. All but one of the auto-glass service centers have been 
opened since 1955. The exception (in Detroit) was opened in 1942. 

It must also be noted, however, that Ford Motor Co. and Chrysler 
Hey have recently moved to become less important as customers and, 
in the case of Ford, more important as competitors of PPG. Ameri- 
can-Saint Gobain Corp. is iaovdie providing significant competition 
in sheet-glass production and is actively working to become significant 
in plate glass. Two other U.S. companies make sheet glass and one 
other makes plate glass. Imported plate and sheet are of growing im- 
portance. Large numbers of flat-glass laminators and processors fur- 
ther widen the sources available to glass distributors. (See attached 
staff report, ch. I, sec. B; ch. III, sec. G.) 

In wholesaling, there appears no early likelihood of appreciably 
lessened numbers of competitors. In retailing, the future is less clear 
at this time. The trends in wholesaling and retailing of flat glass 
are discussed at greater length later in this report. 

Question 2. Is the rapidly expanding nationwide merchandising 
division of the Pittsburgh Plate Glass Co. being used with the objec- 
tive of eliminating independent distribution of flat glass? 

Glass dealers told your committee that the expansion of PPG’s mer- 
chandising division, noted above, indicated a deliberate intent on the 
part of that corporation to establish a monopoly in the wholesaling 
and retailing of flat glass. PPG denied the charge and claimed that 
it displayed more concern for its independent distributors’ and dealers’ 
competitive well-being than did some other glass producers who had 
no company-owned merchandising outlets. (See staff report, ch. 
ITT, sees. A, E, and G, tables 5 and 6.) 

Your committee would note that the existence or nonexistence of 
any “intention” on the part of PPG is more susceptible of judicial 
than of legislative determination. The Antitrust Division of the 
Department of Justice sought divestiture of PPG’s merchandising di- 
vision in 1946 but, in 1948, accepted a consent judgment that did not 
include divestiture (staff report, ch. I, sec. C). Under the consent 
judgment, the Antitrust Division has the right of constant inspection 
of PPG’s operations and records. The Division has the further right, 
at any time, to petition the court again for divestiture. The Assist- 
ant Attorney General told the subcommittee there was a possibility this 
might sometime be done. The interest of the Antitrust Division in 
that “possibility” appears to your committee to be real. 

The record of the subcommittee’s hearings,? while voluminous, does 
not contain a tithe of the data possessed by the Division. Under the 
terms of the judgment itself, the Division is forbidden to disclose 
much of the information in its possession. In the light of all these 
circumstances, your committee does not feel that it properly can or 


1Hearings “Competitive Problems of Independent Flat-Glass Dealers,” Senate Select 
Committee on Small Business, July 30, 31, Oct. 9 and 10, 1958, 85th Cong., 2d sess. 
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should give a “yes” or “no” answer to this question but feels that it 
is one for constant consideration by the Department of Justice and 
the court. 

Certainly, in any industry marked by such heavy concentration, 
there is an ever-present danger of monopoly or misuse of power, and 
the watchword must be “vigilance.” 

Question 3. Whatever may be PPG’s objective, is it possible for 
independent distribution to continue to exist and profitably compete 
in the performance of wholesale and retail functions also fing per- 
formed by the company-owned merchandising system of the Nation’s 
largest glass manufacturer? 

Clearly the factory-owned merchandising outlet has competitive 
advantages the independent cannot share or hope to achieve; but the 
independent also has certain advantages. (Chs. III and IV of the ap- 
pended staff report discuss the respective advantages and disadvant- 
ages of factory outlets, independent factory customers, and indepen- 
dent dealers who have no factory source, when all three of these dis- 
tributive classes are competing at the retail level.) Independent dis- 
tribution is performing functions upon which all glass producers, in- 
cluding PPG and LOF, rely, Indeed, all flat-glass producers other 
than PPG and LOF rely on those functions for the distribution of 
major fractions of their total product. The fractions of PPG’s and 
LOF’s product sold through independent distribution, while minor, 
is nevertheless important to each of those companies. It is believed 
to be axiomatic that the American economy will continue to support, 
at a reasonable profit level, any service trade performing essential 
functions. 

Question 4. Can independent glass dealers who have no factory 
source for the goods they sell continue to exist in competition with 
factory-owned merchandising outlets and independent distributors 
who receive or purchase glass directly from factories at lower prices? 

This question goes to the heart of the “competitive problems” of 
which independent glass dealers complained. It is not susceptible of 
an easy answer. 

In many metropolitan market areas there now exist. three distinct 
classes of flat-glass retatlers: (1) PPG’s company-owned merchandis- 
ing outlets; (2) independent flat-glass jobbers; and (3) independent 
flat-glass dealers. The first two classes receive or purchase glass 
directly from producers at basic factory prices The third class, inde- 
pendent dealers, can purchase glass only at considerably higher whole- 
sale prices from the other two classes. The cost disadvantage under 
which the dealers operate, when competing with their own suppliers, 
is obvious. It is arithmetically possible—and sometimes occurs—that 
the PPG outlet or the independent factory buyer, or both, will sell to 
retail customers at a price as low as the nonfactory buyer’s costs. They 
can, of course, do this and still make a profit. Even when the PPG 
outlet and the factory-buyer jobber sell at the same level of retail prices 
as dealers (and most are careful to do so), their markup and profit are 
so much greater on any given item, in view of their lower costs as 
factory customers, that they still have an advantage. (See staff report, 
ch. ITI, sec. D, especially table 8, lines 17, 18, 24, and 25.) 


' 2Under a recent change in company policy, some PPG outlets performing retail services 
receive auto glass at wholesale rather than factory prices. (See staff report, ch. III, 
see D, p. 58, infra.) 
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Your committee agrees with glass dealers that this situation is an 
untenable one for them. In addition, under some circumstances, it is 
patently unfair. 

The glass distributor (and that term is here used to include factory 
outlets) historically is entitled to purchase at basic factory prices for 
two reasons: (1) His volume of purchases is great enough to permit 
the manufacturer to sell direct, without the necessity of processing 
small orders at the factory; and = his primary function is to main- 
tain a full warehouse stock from which retailers, unable or unwilling 
to maintain such large inventories themselves, can purchase as the nee 
arises. The distributor, of course, deserves to make a profit for per- 
forming that essential service; hence, in that traditional situation, the 
differential between factory and wholesale prices is justified on a func- 
tional, as well as a quantity, basis. 

But distribution, like production, is not immune to progress. Just 
as consumers have long been susceptible to the whisper of the mer- 
chant, “I can get it for you wholesale,” so the retailer cannot but be 
interested in the possibility of purchasing, at substantial savings, 
directly from factories. As their volume grows, dealers are increas- 
ingly able to find factory sources. And, whenever a dealer customer 
finds a way to bypass his distributor by purchasing from producers, 
the ope mounts on the distributor to move Ais stock by selling 
to the consumer. 

The trend described in these paragraphs is one that is growing 
rapidly in the flat-glass industry. It adds up to a pattern of gradual 
amalgamation of wholesaling and retailing, a melding of the tradi- 
tional two levels of independent glass distribution into one. The 
wholesaler, in theory at least, can keep up with the tide by commencing 
or expanding service to retail purchasers. The dealer, however, can 
meet the situation only in one of three ways: (1) He must somehow 
persuade or force the factory outlet and factory customer not to 
encroach upon the retail market; (2) he must somehow arrange that 
factory outlets and factory customers lose their cost advantage over 
him as to goods they sell at retail; or (3) he must find a way to purchase 
at factory prices himself. 

Dealers who testified before the Subcommittee on Monopoly em- 
phatically favored legislation that would flatly forbid factory outlets 
and factory customers to carry on retail operations, where such opera- 
tions are dirctly competitive with nonfactory-buyer retailers (staff 
report, ch. IV, sec. A). As a second choice, dealers urged legislation 
to force glass producers to deliver goods to company-owned outlets 
and sell goods to independent factory customers at the same wholesale 
prices paid by dealers, if the goods were to be sold at retail (staff report, 
ch. IV, sec. B). Your committee, however, feels that the approach 
numbered (3) in the preceding paragraph is the one most deserving 
of further and careful consideration by the industry and the Congress. 
That approach is certainly most in tune with the natural course of 
progress in distribution (toward a more economical] one-level system of 
distribution), most promotive of widespread, vigorous, and continuing 
competition, and, in the long run, most beneficial to the presently 
suffering retailers. 

The unfair aspect of the present situation is that retailers are, in 
many instances, barred from factory purchasing, even when both the 
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traditional reasons for the differential between factory and wholesale 
— of glass, mentioned above, have disappeared or are disappear- 
ing. ‘That is, it is not uncommon today for retailers, singly or in a 
lawful pooling arrangement, to be able to match both the quantity and 
functional qualifications of their supplier competitors, the factory out- 
lets and independent factory customers; yet they cannot find any 
manufacturer who will sell to them directly from the factory. Your 
committee is, of course, aware of the many arguments, always logical 
from the producer’s viewpoint and sometimes at least mildly persua- 
sive from the public’s viewpoint, that are advanced by producers in 
support of their policy of “selective distribution.” Nevertheless, the 
time seems now to be ripe for a thorough reevaluation by industry 
and by the Congress of the fairness of criteria presently employed in 
factory-customer selection. To encourage such a reevaluation, a bill 
setting forth new criteria might well be introduced in Congress and 
thoroughly studied in the appropriate legislative committees. Your 
committee does not now say that legislation to regulate “selective dis- 
tribution” is positively needed. It does say that the need for such 
legislation should be explored much more exhaustively than it has 
been to date, and that the best. focus for such consideration would be 
a bill. (See recommendation No. 1, below. Also see appended staff 
report, ch. ITT, sec. E.) 

Question 5. Do the distribution of replacement auto glass by auto- 
mobile manufacturers and the installation of replacement auto glass 
by automobile dealers threaten the ewistence of independent auto- 
glass distributors and dealers? 

Ford, General Motors, American Motors, and Studebaker-Packard 
all sell replacement auto glass at wholesale prices to their franchised 
new-car dealers. Chrysler does not. Ford and General Motors, espe- 
cially the latter, have in the last year manifested a more aggressive in- 
terest in persuading their dealers to enter the glass-replacement busi- 
ness. American and Studebaker-Packard make replacement glass 
available to such of their dealers as wish to engage in that business, 
but do not push it. While no figures are available, your committee 
believes that a decided minority—probably under 10 percent—of all 
auto dealers, including those franchised by Ford and GM, make glass 
replacements. Most Farin out their glass repairs to independent auto- 
glass dealers, who sell to auto dealers on an installed basis at a dis- 
count. Some auto-glass dealers derive a substantial portion of their 
business from auto dealers. Hence, any trend which would change 
auto dealers from customers to competitors is alarming to the glass 
men. 

Your committee believes that such a trend exists and that it does 
ose a treat to independent glass distributors and dealers. Ford and 
1M are admittedly encouraging the trend. They ask, “Who has a 
better right than a Ford (or GM) dealer to replace a broken wind- 
shield in a Ford (or GM) car?” Your committee has no answer to 
this question that will satisfy the glass specialists. Auto dealers, too, 
are small businessmen. 

A distinctly analogous threat faces any wholesale or retail specialist 
in a particular product when other wholesalers and retailers begin to 
stock the specialists’ line. A seat-cover shop owner might well be 
alarmed, for example, when a nearby auto-glass dealer adds seat 
covers to his line—a not infrequent occurrence, The same thing is 
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true at the production level. There can be no doubt of the reality 
of PPG’s discom{fiture at Ford’s recent decision to sell glass made by 
it to independent glass distributors, thus becoming less important to 
PPG as a customer and simultaneously entering the market as a com- 
petitor of formidable strength. All such events, however, are nor- 
mal and proper exercises of any business’ general freedom to diver- 
sify. The problem for the auto-glass specialist is real; but it is one 
that the affected businessmen must themselves solve. Congress can 
legitimately take a hand only if competition is endangered ; but this is 
a case of more, not fewer, competitors; of greater, not less, competition. 

Your committee sees slight present likelihood, however, that the 
functions of auto-glass specialists—distributors or dealers—will be 
performed on a wide scale by automobile companies and their dealers. 
Most auto dealers, even when they can purchase from glass distribu- 
tors or from their respective franchising auto companies at prices as 
low as those paid by glass retailers, prefer now to leave glass replace- 
ment to the specialists, and your committee believes this preference 
will continue. (The appended staff report, in ch. III, sec. C, gives 
reasons supporting this conclusion. Price angles at the distributor 
and dealer levels are treated in ch. III, sec. D, and in table 8 found in 
that section.) 


RESERVATION OF CONCLUSIONS AS TO OTHER INDUSTRIES 


Your committee’s foregoing conclusions with regard to dual distri- 
bution and vertical integration in the flat-glass industry are not neces- 
sarily predictive of the outcome of its other projected studies of dual 
distribution in other industries, some of which are already underway. 
At least one important distinction in the situation in some other indus- 
tries is that, in those industries, not one but many producers employ 
dual distribution. The subject generally will be one of continuing 
interest and concern to the committee, 


RECOMMENDATIONS 


1. The flat-glass industry, and very likely other industries, should 
now carefully reconsider whether criteria presently employed by pro- 
ducers in selecting their primary or factory customers are equitable and 
promotive of competition, or, possibly, inequitable and in restraint of 
trade at the distributive levels. To encourage such a review by indus- 
try, and to provide a focus for study and discussion, there might well 
be introduced in and carefully considered by the Congress a bill which 
would require producers who distribute their product both through 
dehiphiny Swill outlets and/or factory or primary customers, on the 
one hand, and through distributors and dealers who lack a direct pro- 
ducer source, on the other, to accept all applications for primary buy- 
ing privileges, if the applicant’s qualifications are equal to those of the 
smallest of the producers’ existing factory or primary customers (see 
staff report, ch. ITI, sec. FE). 

2. PPGshould carefully review its practice of paying its warehouses 
a commission of 3 to 5 percent on purchases made directly from PPG 
factories by independent distributor competitors of the warehouses 
and on purchases by former customers of the independent distributors 
who have become factory customers of PPG. While PPG contends 
that such commissions are paid to and earned by its warehouses as 
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compensation for the performance of a “factory function,” independent 
jobbers argue that PPG’s permitting its. warehouses to perform this 
function, and paying them for it, rather than having its factories do 
it, gives the warehouses an added source of income not available to 
their independent horizontal competitors. It is suggested that the 
Federal Trade Commission and the Department of Justice consider 
whether some aspects of this practice violate section 2(d) of the 
amended Clayton Act. If, because of the corporate unity of PPG’s 
factories and warehouses, no 2(d) violation exists, the Congress 
should consider an amendment of the act to cover this situation (staff 
report, ch. ITT, sec. H, pt.1). 

3. The tax-writing committees of the House and Senate should give 
early and sympathetic consideration to the request of independent 
flat-glass distributors for an amendment of the 8-percent manufac- 
turers’ excise tax on replacement auto glass, to change the time of 
payment of the tax from the time the glass is stocked to the time it is 
sold by the first purchaser from the manufacturer. Such an amend- 
ment would not reduce the revenues nor shift the tax burden from one 
level of distribution to another. It would simply equalize the tax 
treatment of PPG warehouses and of independent distributors who 
receive glass on consignment, on the one hand, with the treatment 
of independent distributors who pay for their glass when it is stocked, 
on the other (staff report, ch. ITI, sec. H, pt. 3). 

4. The Antitrust Division of the Department of Justice, it is re- 
spectfully suggested, should give consideration to acquiescing in early 
amendments of the consent judgment in the Jat Glass case (see staff 
report, ch. I, sec. C) which would somewhat soften present restrictions 
(1) on financial assistance by glass manufacturers to independent glass 
distributors and dealers, where no intention to impair competition 
but only to give financial first aid to a good customer is involved; and 
(2) on the collection and publication of reasonably current industry 
statistics (staff report, ch. IV, sec. C, pt. 1; and ch. III, sec. H, pt. 5, 
respectively). 

5. If adverse competitive effects upon independent distributors at- 
tributable to the organizational advantages of PPG’s company-owned, 
integrated distribution system become more marked, it is further 
respectfully suggested that the Antitrust Division again petition the 
court for divestiture of PPG’s merchandising division. Before seek- 
ing any such far-reaching decision, however, the Antitrust Division 
should make a careful study of the impact upon PPG, the industry 
generally and consumers of present and pending glass production 
activities of Chrysler, Ford, and American-Saint Gobain, which may 
substantially affect PPG’s present dominant competitive position 
(staff report, ch. I, sec. C; ch. III, secs. A and G; ch. IV, sec. A). 

6. So long as PPG is permitted to maintain its integrated system 
of warehouses, each with an assigned territory of operations, the 
Antitrust Division might properly give sympathetic consideration to 
the request of independent flat-glass jobbers for similar protection, 
through a softening of the consent judgment’s injunction against 
manufacturers’ extending some measure of territorial security to their 
independent distributors (staff report, ch. III, sec. H, pt. 2). Your 
committee would vigorously oppose, however, any change, ever, in the 
judgment’s present injunction against manufacturers’ refusing to fill 
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any factory order because the order involves more than one purchaser 
(staff report, ch. III, sec. H, pt. 4). Restated with references to sec- 
tion numbers in the consent judgment, your committee thinks that 
paragraph E of section V could, perhaps, be cautiously modified ; but 
not even a long-term future modification of paragraph D of section V 
should be considered. (The text of the consent judgment in the Flat 
Glass case is reproduced in app. III(B) of the staff report.) 

7. The long-term best hope of independent glass dealers who are 
too small to attain factory-buying privileges on their own volume is 
seen by your committee to lie in the pooled buying route, which is 
encouraged and protected by section V, paragraph D of the consent 
judgment in the Flat Glass case. Careful exploration of that pos- 
sible solution to their cost disadvantages is earnestly commended to 
the smaller independents (staff report, ch. ITT, sees. D, E, and G, and 
sec. H, pt. 4). 

8. Consideration should be given to amending section 9 of title 13 
(Census) of the United States Code (1952). That section curtails 
publication of much data by the Bureau of the Census for the purpose 
of preventing disclosure of data on individual companies in the most 
heavily concentrated industries. The public’s and the Congress’ need 
for such information may well be greater than the need for secrecy 
of the giant producers that. are protected by this statute (staff report, 
ch. III, sec. H, pt. 5). The effects of the statute are particularly 
apparent in the lumping of census data on product class 32112, plate 
glass, with data on product class 32113, other flat glass. It seems 
to your committee that it would be useful and desirable to have, in 
the Censuses of Manufactures, a considerably greater breakdown of 
production, transfers, and shipments data in the plate-glass category. 

9. Your committee reaffirms its recommendations (made in S. Rept. 
1855, 85th Cong., 2d sess.) for the strengthening of the means and 
incentives for private enforcement of the antitrust laws. It urges 
prompt consideration of the several bills introduced in the 86th Con- 
gress by members of your committee to implement those recommen- 
dations. (The recommendations and the status of bills which have 
been introduced by members of your committee to carry them out are 
reviewed in app. VIII of the supplemental staff report.) 

10. It is respectfully suggested that independent flat-glass distrib- 
utors and dealers pursue case-by-case complaints against their com- 
petitors with the Antitrust Division of the Department of Justice 
and the Federal Trade Commission. Your committee’s study of the 
flat-glass industry has not persuaded it that there are any unfair 
competitive practices occurring in the industry (except as noted in 
recommendation No. 1, above, and possibly the situation noted in 
recommendation No. 2) that are not susceptible to attack under exist- 
ing antitrust laws. It is, for example, against the law now for a PPG 
outlet or an independent distributor to discriminate in pricing the 
same commodity to two competing dealers, or to cut prices to cost 
or below for the purpose of driving a competitor out of business. 
When such illegal price discrimination or price cutting occurs, the 
responsible agencies should be informed. (In ch. III, secs. D and E of 
the appended staff report, the attention of the antitrust agencies is 
invited to complaints received by the committee that indicated possible 
violations of present law. ) 





STATEMENT OF SENATOR CLAIR ENGLE WITH REFER- 
KNCE TO THE REPORT ON “STUDIES OF DUAL DIS- 
TRIBUTION: THE FLAT-GLASS INDUSTRY” 


(Senator Engle announces that, inasmuch as he was not a member of 
the committee when the hearings in this matter were held and has 
been unable to review the record, he did not participate in the con- 
sideration and approval of this report.) 
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INDIVIDUAL VIEWS BY SENATOR ANDREW F. SCHOEP- 
PEL ON STUDIES OF DUAL DISTRIBUTION: THE FLAT- 
GLASS INDUSTRY 


INTRODUCTION 


America has been noted throughout the world for its success in 
developing new products which may be mass produced so that they 
may be used by people of modest circumstances. This is true of all 
of our industries ranging from plastics and aluminum foil to complex 
and involved mechanical products, such as automobiles. 

Mass production is ole possible if the producer has a reasonable 
certainty of a growing market which, in turn, requires a sound dis- 
tribution system. It would be very difficult for anyone to character- 
ize our economy as one that is dominated by any particular form of 
distribution outlets. We have independent merchants of every kind 
and description, as well as chainstores. Mail order houses have also 
developed large retail stores—in many cases, similar to department 
stores. Some manufacturers own and operate a number of their 
retail outlets. 

In the early days of the automobile industry, most of the new manu- 
facturers did not have sufficient funds to finance their production 
activities. Their distributors frequently advanced the funds so that 
cars could be built to meet their orders. This accounts for the fact 
that in many areas a few distributors were given exclusive franchises 
for large market areas. This applied not only to metropolitan centers, 
but even to entire States. As the manufacturers gained acceptance 
for their product and became established, many of these initial 
distribution facilities were subdivided in order to effect a more effi- 
cient and less costly distribution system. In turn, this process made 
it possible for many new aspiring merchants to become automobile 
dealers. Similar developments have been taking place in almost 
every field in our economy. 

Prof. Paul D. Converse of the University of Illinois, in a book 
entitled “Selling Policies” which was published as early as 1927, dis- 
cussed the problems of selecting an appropriate distribution pattern, 
which would enable a manufacturer to maintain his competitive posi- 
tion. Professor Converse said : 


* * * The desirability of the exclusive agency depends 
upon the product more than upon any other single factor. 
Exclusive agencies are more likely to be used with shopping 
than with convenience goods, but they are by no means always 
desirable with shopping goods. Consumers are willing to 
buy staple, branded goods from almost any dealer; but 
when the product must be weighed, measured, fitted, or serv- 
iced, they want to deal with reliable dealers. Manufacturers 
of such products should secure reliable dealers, but this does 
12 
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not mean that exclusive agencies are necessary. When the 
»roduct is a shopping product, so that the consumers do not 
oe at the first or the most convenient store, the exclusive 
agency may be used. The exclusive agency is desirable when 
service is important, when the manufacturer wants to dic- 
tate merchandising policies to the dealers, when dealers 
would not otherwise carry full stocks, when the dealers must 
be induced to push the sale of the goods, or when necessary 
to secure the right type of dealers. Exclusive agencies may 
be desirable for a new product, but may limit sales once the 
product is well introduced. 

Exclusive agencies are not, as a rule, desirable with con- 
venience goods, although they are at times used to secure 
dealers, to introduce new products, or for goods which border 
on specialties. A manufacturer may have no dealer in Doe- 
ville. His salesman finally finds a dealer who agrees to 
handle the product if given an exclusive agency. If the 
dealer is reliable and unlikely to hurt the reputation of the 
goods, and if the contract is subject to cancellation on short 
notice, the manufacturer has nothing to lose by granting the 
agency. When the product is introduced other dealers may 
be secured. Groceries are generally considered as conven- 
ience goods but some companies give exclusive agencies. 
This is most likely to be done with a brand which covers 
fancy or high-grade goods, which partake of the nature of 
specialities. Such agencies are also fikely to cover very small 
territories, the producer having several agencies in a 
city.* * *, 

Exclusive agencies enable the manufacturer to control 
resale prices. A threat to take away the agency is generally 
effective. The dealer has less incentive to cut prices, and if 
he does cut them he is not so likely to antagonize other 
dealers. 

Exclusive agencies reduce the manufacturer’s selling ex- 
penses. Having fewer dealers, he needs fewer salesmen; he 
has less bookkeeping expense; if the dealers are properly 
selected, he assumes less credit risk and has lower losses from 
bad debts; and he needs less capital, as his bills are paid more 
promptly and as he has fewer salesmen, fewer bookkeepers, 
and a smaller credit department. These savings may be very 
important when the number of dealers is reduced materially. 
After the agencies are established, less selling effort is re- 
quired. The salesmen become counselors to the dealers rather 
than salesmen in a narrow sense." 


We are today living in an era characterized by rapid advances in 
technology and the introduction of many new products to the buying 
public. These, in turn, require large amounts of capital in order that 
they may be perfected and placed on the market. Accordingly, it is 
rare to find manufacturers attempting to establish their own distribu- 
tion facilities if corresponding results can be obtained through sales 
by independent merchants. However, in large metropolitan areas the 








































1 Converse, Paul D., “Selling Polices,” Prentice-Hall, Inc., New York, 1927, pp. 349-351. 
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capital required for efficient distribution is so high that it is virtually 
impossible to find a qualified dealer who can stock and merchandise 
a full line of products. In these instances, many manufacturers have 
opened their own stores or other marketing facilities. Again, there 
are situations where in a small community, for one reason or another, 
a firm has been unable to find a local merchant who will effectively 
secure a proper share of the available business. In such cases, the 
manufacturer of any product may be forced to establish his own retail 
outlets. In essence, this practice, which represents nothing new in the 
field of distribution, is what the subcommittee has characterized as 
dual distribution. 

Whenever a company-owned store is established, it diverts capital 
funds which could otherwise be used for research, development, and 
manufacturing, and it is a safe assumption that these efforts would 
not be undertaken if manufacturers were assured of their proper com- 
petitive share of the business in the marketplace by energetic sales 
of their products through independently owned outlets. 

Where competent, well-financed merchants, who are also civic 
leaders in their local communities, are available and can produce 
satisfactory results in terms of product sales, it is usually found that 
they are given relative freedom in developing their market areas. 

Hence, it would be most unfortunate if this subcommittee were to 
attempt to force the distribution activities of all American business 
into any single mold. Our economy is far too complex, and it appears 
that each individual situation represents a value judgment on the part 
of the producer who, after all, is in competition with other firms offer- 
ing similar merchandise. 

These statements should in no way suggest that there is any desire 
to reduce competition as provided in the Sherman Act, which is the 
essence of the regulation of marketing in the United States, without 
the creation of a Government bureaucracy with the power to deter- 
mine what shall be produced by each firm. Our system has given all 
consumers better values and as long as it is preserved manufacturers 
should be free to select the mode of distribution which best meets their 
particular requirements with a minimum of interference by Govern- 
ment. 

The Congress has already enacted statutes which deal with preda- 
tory pricing and distribution practices as well as unfair methods of 
competition. They should be applied vigorously, and_the an 
should provide the Department of Justice and the Federal Trade 
Commission with adequate funds to implement their enforcement 
programs. However, if no illegal, unethical, or unfair distribution 
practices exist, your subcommittee has an obligation to refrain from 
recommending any legislation which would tend to favor one form of 
distribution over any other. it azbdnds 

The growth in the number of persons engaged in distribution and 
the relative importance of this activity in our economy is shown in 
the following tables: 
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TABLE I.—Relative number in distribution, 1870-1950 


1870 | 1880 | 1890 | 1900 | 1910 | 1920 | 1930 | 1940 | 1950 


Number of persons engaged in distribution: 


As percent of labor force---__-__......--.-. 6.1) 67] 7.7) 86) 93) 99/129) 144 16.4 
As percent of number in production and 
distribution combined - ---..-....-..---- 8.1]; 8&7) 10.6 | 120] 13.9] 14.7 | 21.3) 244 23.9 
Per thousand in eee 1 
I a A a 88 95 119 137 161 173 271 323 407 
SYOD VO er c2s. J 232 ee 76 93 114 140 172 | 211 260 | 319 392 


! Agriculture, ‘Sea, and fishing; mining; manufacturing and hand trades. 

2 Values obtained by fitting an exponential | curve by least squares (Glover’s method). The rate of growth 
is 2.1 percent yearly. 

* Barger, Harold, ‘‘Distribution’s Place in the American Economy Since 1869, a Study by the National 
Bureau of Economic Research,’’ New York, 1955, p. 8. 


TABLE II —Employment in distribution and other industries, 1930, 1940, and 1950 
(full-time equivalent employees and active proprietors, Department of Com- 
merce)? 


























1930 1940 | 1950 
Thousands of persons 

All in@ostreai! i. i835592..06- ial lin bier pid. 43, 725 48, 088 58, 795 
Commodity-producing I ts er 19, 183 19, 895 22, 958 
Agriculture, forestry, fisheries......................------- 8, 804 7, 918 6, 884 
Mining Forced een ean erie 956 965 966 
Manufacturing - -- ae i peutaekaeits 9, 423 11, 012 15, 108 
Distribution Buse ie age. 2) eee 11, 225 

Percent 
Employment in distribution: Aye oC 
aaa eae eee ee 17.0 18.0 19. 1 

As percent of ener in production and distribution 

combined . 43 27.9 | 30.3 32.8 

Persons 
Per thousand in production.......................-..... a 388 | 435 489 








! Survey of Current Weletslote, “National Income Sigietabinti ? Semeteneadl d of Commerce. Differences 
between this table and table I are discussed in appendix A. As with the ‘‘labor force’’ of preceding tables, 
full-time employment includes the self-employed. PeUnlike the labor-force figures, these exclude the jobless, 
= a4 -time workers are reduced to a full-time basis. Moreov er, distribution here includes restaurants 

ars, and excludes advertising and miscellaneous business services.¢ 

“s > eens Harold, “Distribution’s Place in the American Economy Since 1869, a Study by the National 
Bureau of Economic Research,’’ New York, 1955, p. 8. 


In discussing this growth, Prof. Harold Barger in a study by the 
National Bureau of Economic Research said: 


The long-time trend described by these figures prompts 
many questions. Why did employment in retail and whole- 
sale trade rise so much more rapidly than in manufacturing, 
mining, and agriculture? Why did we use 10 persons in 
commodity production to each one in distribution in the 
1870’s, fewer than three of the former for every one of the 
latter in 1950? 

At this point we shall merely summarize some of the in- 
fluences at work * * *. In the first place, hours of work 
declined more in retail and wholesale establishments than 
in factories, mines, and farms. Thus distribution’s labor 
input, when measured in man-hours, did not rise as rapidly 
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as the number of persons employed. Of course the same is 
true of commodity production, but man-hours showed a 
larger lag in distribution than in production * * *. 

Second, the scope of distribution expanded as an ever- 
larger fraction of what the Nation’s factories, mines, and 
farms produced entered the distribution system. For the 
function of distributing goods needs to be distinguished from 
the industrial segment that has come more and more to per- 
form that function. These have not always coincided, nor 
even now do they completely coincide. The function is 
older than the industry that performs most of it. Origi- 
nally, no doubt, all producers themselves distributed their 
products, and distribution as a separate enterprise did not 
yet exist. Then the industry had neither output nor employ- 
ment, though the function was already being performed. 

From the statistical standpoint we are necessarily con- 
cerned with the industry rather than the function. Special- 
ization, partly a consequence of the growing complexity of 
the distributive function, gave birth to the merchant. Such 
specialization was still in progress during our period. Few- 
er and fewer producers were self-sufficient or were able to 
reach the ultimate consumers of their products without the 
help of some distributor. This shift can be measured quan- 
titatively * * *, 

Third, the scope of distribution changed in other ways 
also. Some of its functions, such as packaging, were partly 
shifted back to the factory ; other functions, such as delivery, 
were partly abandoned (for instance, by grocery stores that 
became self-service markets)—or, if you prefer, were shifted 
forward onto the consumer. Still other functions were as- 
sumed for the first time or greatly expanded in scope dur- 
ing our period of study, such as after-sales service, the grant- 
ing of free trial and return privileges, and the testing of 
products. Whether these changes on balance increased or 
diminished the amount of service performed by distribu- 
tion, per unit of goods distributed, is debatable. Quanti- 
tative assessment must elude us. Yet it isargued * * * that 
the distributor on the whole performs somewhat more func- 
tions that he used to do. If so, the labor needed to move a 
given quantity of goods increased on this account. 

Fourth, the amount of goods distributed—or the volume 
of services performed—per man-hour of employment in dis- 
tribution rose far less rapidly than output per man-hour 
in commodity production. Labor productivity, as ordinarily 
measured, rose much faster in the production of goods than 
in their distribution. This difference was of course a re- 
flection of the fact that technology changed far less rapid- 
ly in retail and wholesale trade than it did in manufactur- 
ing, mining, or agriculture. Moreover, capital per worker, 
at least in manuacturing, seems to have increased more rapid- 
ly than in distribution * * *.? 


The study by the National Bureau of Economic Research referred 
to previously shows that by and large productivity in the distribution 


2 Op. cit., Barger, pp. 9-10. 








DUAL DISTRIBUTION OF FLAT-GLASS PRODUCERS 17 












field has lagged behind that in manufacturing. Hence, there has been 
a continued interest on the part of producers to reduce distribution 
costs, either by helping their independent dealers or, if necessary, 
through the establishment of their own retail outlets. This is to be 
expected in view of the competitive pressures upon the manufacturers 
themselves. 

THE HEARINGS 










































The subcommittee conducted its first hearings on the competitive 
problems of independent flat glass dealers on July 30-31, 1958. Most 
of the witnesses who appeared during this first phase of the hearings 
expressed concern that their existence as independnet merchants was 
being threatened by the fact that their supplier companies, as well as 
the principal automobile companies, were also selling identical prod- 
ucts in competition with them. A typical statement of their problem 
as they visualize it may be found in the testimony of Ron Bushey of 
Bushey Radiator & Auto Glass Co. of Saginaw, Mich. He said: 


Mr. Busuey. After cutting prices, Pittsburgh Plate raised 
their price to me by 10 percent. I called the local manager 
and he informed me that I wasn’t buying enough glass from 
them. This is a tragic situation for us little fellows trying to 
survive. 

This great company that manufactures—wholesale, and is 
my supplier—is now openly trying to get all my customers 
for their own retail shop. The results of these tactics are 
that every month of this year my business is showing a loss, 
The whole thing, in a nutshell, is that, unless we can get some 
relief, a lot of us in this room will soon be out of business.* 


The hearings were continued on October 9-10, 1958, at which time 
an opportunity was afforded to the manufacturers to offer their side 
of the story. The Pittsburgh Plate Glass Co. secured a Dun & Brad- 
street report on each of the witnesses who had previously testified that 
their economic existence was being threatened by the competition of 
their suppliers. These reports were based upon interviews with indi- 
vidual merchants by Dun & Bradstreet analysts. A summary of the 
Dun & Bradstreet reports was filed in the appendix of the hearings.‘ 
The following comment on Mr. Bushey’s organization is contained 
in the record : 

SUMMARY ° 


Comments on level of operations of glass dealers : 


Date comments made: June 3, 1958. 
Glass dealer: Bushey Radiator & Auto Glass, Inc. 
Comments: Sales steady and continue profitable. 


In addition, the Pittsburgh Plate Glass Co. also filed a statement 
with reference to Mr. Bushey’s testimony. This review revealed the 
following facts: 


(1) Concerning Mr. Bushey’s charge that he was told by 
PPG’s manager sometime in 1958 that he was expected to 






3’ Hearings before a subcommittee of the Select Committee on Small Business, U.S. Senate, 
85th Cong., 2d sess., “Competitive Problems of Independent Flat-Glass Dealers,’ July 30 
and 31, Oct. 9 and 10, 1958, p. 69. 

* Ibid., p, 689. 

5 Op. cit., p. 689. 
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make annual total purchases of $35,000 to $40,000 worth of 
glass, such a statement was never made by PPG’s manager 
or, for that matter, by any of his subordinates. Bushey’s 
charge has simply no foundation in fact. 

(2) As to the charge that PPG raised its price to Mr. 
Bushey by 10 percent, it is correct that in June 1958 PPG 

raised its price to Mr. Bushey by 10 percent, but this was done 
for ordinary commercial reasons. 

Prior to June 1958 Bushey had been a fairly substantial 
customer of PPG and had received a discount of 40-20-10 
percent off list. 

As of June 1, 1958, Bushey became a windshield distributor 
of one of PPG’s competitors, Shatterproof Glass Co. Upon 
becoming a Shatterproof distributor Bushey ceased making 
quantity purchase from PPG and began making purchases 
from PPG of only an occasional light. 

In view of the change in Bushey’s purchasing habits, he 
ceased to enjoy PPG’s maximum discount for quantity pur- 
chases and thenceforth was charged the same discounts 
quoted by PPG to other autoglass replacement shops for pur- 
chases of single lights. This discount is 40 to 20 percent 
off list. 

(3) As to the charge that PPG cut. Mr. Bushey’s price 
by 15 percent: The photostat of the PPG bill of sale sub- 
mitted by Mr. Bushey at the hearing reflected a sale on May 
12, 1958, by PPG’s Saginaw, Mich., warehouse of a flat-glass 
Volksw agen windshield to Schmeige’s garage at a cost of 
$10.55, invoiced by PPG at 55 percent off list. This garage, 
like Bushey Radiator & Auto Glass, Inc., performs its own 
installations. 

This was the only sale of automotive replacement glass 
which has been made by PPG’s Saginaw warehouse to 
Schmeige’s garage during the period since March 1956 when 
the present PPG manager assumed that position. Surely 
Mr. Bushey does not ser riously complain about the competi- 
tive effects of an isolated sale of a single piece of glass sold 
for the sum of $10.55. In any case, Mr. Bushey is Swell able 
to compete wtih PPG’s Saginaw, Mich., warehouse in the sale 
of automotive replacement glass. For example, PPG re- 
cently lost the business of two of its customers because of 
lower prices extended to them by Bushey. 

PPG's prevailing discount on curved windshields (which 
account for the great volume of automotive glass replace- 
ment sales) is 40 percent off list to both garages and auto- 
motive agencies. Recent competitive price information ob- 
tained by PPG’s Saginaw warehouse shows that on July 
8, 1958, Bushey billed H. J. Schluckebier, a garage at Frank- 
enmuth, Mich., at 40 to 10 percent off list for a curved wind- 
shield and that on August 26, 1958, Bushey charged Paul 
Cameron, a Dodge agency at St. Louis, Mich., 40 to 20 
percent off list for some windshields.® 


* Op. cit., p. 713. 
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The hearings show that the distribution of glass for automobiles 
has become a particularly difficult and expensive operation, as a great 
many different sizes of glass must be stocked in order to meet the 
needs of motorists owning different models with changes in styling. 
Furthermore, glass is highly perishable; it must be handled carefully, 
and it is impossible to stack it as one would with many other com- 
modities. This in turn necessitates large storage spaces and a con- 
siderable capital investment in relation to the potential sales. 


MAJORITY RECOMMENDATIONS 





The majority report proposes 10 recommendations. If many of 
them should ultimately become the basis for new legislation in the 
distribution field, competition would be adversely affected, and the 
consumer, who is also in most cases a small businessman, would bear 
the final brunt of our efforts to assist certain merchants at the expense 
of others. 

Some of the recommendations merely propose greater vigilance 
and study on the part of the enforcement agencies as well as the Con- 
gress. There is no reason why these groups should not always be 
examining every phase of our economy with a view to assuring a more 
effective and efficient distribution system consistent with the rights and 
equities of everyone concerned. We should be ever mindful of the fact 
that many of today’s leading firms have grown from former small 
scale enterprises. America’s future is dependent on opportunities for 
growth and expansion. However, in view of the fierce competitive 
struggle in which this country is now engaged with others who sub- 
scribe to a completely different economic philosophy, we cannot afford 
the luxury of shackling more efficient firms who have developed 
progressive methods of distribution in order to protect entrenched 
lo val enterprises who are unwilling to make the investment of time, 
energy and capital to serve their customers better. 

The Sherman Act provides ample means to enforce vigorous com- 
petition but detailed regulation of the distribution process can only 
result in an economy characterized by higher distribution costs, which 
in turn will cause increased production costs, as the volume of goods 
produced and sold declines. Such a course will reduce the American 
standard of living and encourage more foreign competition which 
would have a serious effect on our level of employment. 













SPECIFIC COMMENTS ON RECOMMENDATIONS 













Recommendation No. 1: The majority suggests that a bill should 
be introduced “which would require producers who distribute their 
products both through company-owned outlets and/or factory or 
primary customers, on the one hand, and through distributors and 
dealers who lack a direct producer source, on the other, to pea all 
applications for primary-buying privileges, if the applicant’s qualifica- 
tions are equal to those of the smallest of the producers’ existing fac- 
tory or primary customers.” This proposal is completely unrealistic 
in that producers seeking outlets in many small local communities 
grant buying privileges to a local merchant which could not be given 
to an outlet in a larger community if such outlet had inadequate 
capital to serve the market area so as to secure mass distribution which 
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the manufacturer finds ee In such instances he may find it 
necessary to install his own marketing facilities. Some firms have 
combined a retail store with central marketing and also provide ware- 
housing services which are used by smaller dealers. 

Various bills providing for mandatory functional discounts have 
been introduced during the 86th Congress. If enacted into law, the 
Federal Government would be involved in detailed supervision of mar- 
keting activities, which seems inappropriate. To implement these 
measures, reports would be required from every producer and, in effect, 
they would be forced to police their wholesaling outlets and examine 
all transactions from warehouses to independent dealers. It has al- 
ways been a basic concept in our economy that a seller has the right 
to select hiscustomer. If this recommendation were adopted, it would 
destroy the right of customer selection and literally convert every pri- 
vate business into a public utility. 

It is suggested, though not actually recommended, that producers 
should be required to grant factory prices to any customer whose 
“qualifications” are equal to those of the smallest “existing factory 
buyer.” While the term “qualifications” appears to embrace the fac- 
tor of performance of pe rinegitme functions, the report does not 
suggest how the “functional qualifications” of an existing factory 
buyer could be compared with the “functional qualifications” of a non- 
factory buyer. Considered as a whole, the report seems to suggest al] 
buyers, whose orders exceed a certain level should be allowed factory 

rices. 

5 The consent decree under which Pittsburgh Plate Glass has operated 
may have paved the way for such a proposal by requiring that factory 
prices be granted to retailers who pooled their orders. This tended to 
undermine the position of the wholesalers and to force them to enter 
the retailing area. It is far from clear, however, that even in flat glass 
wholesalers do not perform a valuable and necessary service. To 
merge the wholesale and retail levels by eliminating the price dif- 
ferential between them would prevent appropriate compensation for 
these services. Such a far-reaching move should require considerably 
greater justification than the report provides. (The report contains 
no suggestion that if this merger in distribution levels occurred, a 
consequence would be a reduction in the prices at retail paid by the 
consumer. ) 

In the light of its recommendations the subcommittee seems most 
concerned with the difficulties faced by retailers who compete with 
factory buyers, independent or integrated, who also sell at retail. 
This problem is discussed at some length in the Report of the Attorney 
General’s National Committee To Study the Antitrust Laws. The 
basic conclusion of the antitrust study group was that wholesalers who 
also retail may perform wholesaling services of distinct economic 
value even as to those goods which they retail; that to deprive them 
of the functional discount which they thus earn is to improperly 
discriminate against them and thus to prevent flexible adjustments to 
new conditions in marketing and to rigidify distribution channels. 
This report notes that— 


* * * 


where a wholesaler-retailer buys only part of his 
goods as a wholesaler, he must not claim a functional discount 
on all. Only to the extent that a buyer actually performs cer- 
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tain functions, assuming all the risk, investment, and costs 
involved, should he legally qualify for a functional discount. 
Hence a distributor shoald be eligible for a discount corre- 
sponding to any part of the function he actually performs 
on that part of the goods for which he performs it. 

The committee’s recommendations require no legislation. 
We principally urge an accommodation of functional dis- 
counts to the ee er purposes of the act and of antitrust 
policy. As the Supreme Court has ruled, the law must focus 
on actual marketing functions, not “ambiguous labels,” so as 
to recognize genuine functional discounts while exposing 
subterfuge * * *,7 


Recommendation No. 8: This recommendation provides as follows: 


Consideration should be given to amending section 9 of 
title 13 (census) of the United States Code (1952). That 
section curtails publication of much data by the Bureau of 
the Census for the purpose of preventing disclosure of data 
on individual companies in the most heavily concentrated in- 
dustries. The public’s and the Congress’ need for such in- 
formation may well be greater than the need for secrecy of 
the giant producers that are protected by this statute (staff 
report, ch. IIT, sec. H, p. 5). The effects of the statute are 
particularly apparent in the lumping of census data on 
product class 32112, plate glass, with data on product class 
32113, other flat glass. It seems to your committee that it 
would be useful and desirable to have, in the censuses of 
manufactures, a considerably greater breakdown of pro- 
duction, transfers, and shipments data in the plate glass 
category. 


It is impossible to preserve a competitive economy unless data reflect- 
ing the factors of costs and prices for each producer are maintained 
on a confidential basis. The long standing practices of the Bureau of 
the Census have provided industry and the Congress with significant 
data without destroying the privacy of the reports submitted by any 
respondent. During recent years frequent attempts have been made 
to compel firms appearing before congressional committees to reveal 
data on costs which would obviously be of interest to others in their 
industry. No action by the Congress could be more destructive of the 
basic concepts of our free enterprise system than the enactment of legis- 
lation which would reveal such privileged data to public scrutiny. 

Recommendation No. 9: The majority report reaffirms the recom- 
mendations made in Senate Report No. 1855, 85th Congress, 2d session, 
for the strengthening of the means and incentives for private enforce- 
ment of the antitrust laws. It urges prompt consideration of the 
several bills introduced in the 86th Congress by members of your sub- 
committee to implement those recommendations. 

Private antitrust suits serve a very useful purpose. At present 
treble damage provisions are a sufficient incentive to start an action 
if a plaintiff has a sound basis to proceed. Furthermore, if there is 
any evidence of a criminal violation of the antitrust laws, those who 


‘Report of the Attorney General’s National Committee To Study the Antitrust Laws, 
Mar. 21, 1955, pp. 208-209. 
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have been aggrieved may contact the Department of Justice and if a 
criminal action is prosecuted to a successful conclusion, the findings 
in such an action can then become prima facie evidence in any subse- 
quent private treble damage antitrust suit. 

There would not appear to be any lack of incentive to the bringing 
of private treble damage actions. During the course of the last 10 
years the number of such cases which have been instituted has in- 
creased over sixfold. The remedy of treble damage action is very at- 
tractive to unscrupulous elements of the bar and the business com- 
munity who start such action in an effort to secure a quick payoff. 
This practice is similar to that which prevailed in an earlier era when 
stockholders’ proceedings against corporations were induced by the 
ease with which such suits could be brought and the size of the settle- 
ments made to dispose of them. 


CONCLUSION 


The majority report and the study prepared by the staff significantly 
can find no substantiation of most of the charges raised against the 
dual distribution system in glass. In effect, the study concedes that 
competition is growing intensely, notwithstanding the purported in- 
dustry concentration, inasmuch as the automobile companies are mov- 
ing in to compete with the glass producers on all levels of distribution. 

t is reasonable to infer that no different conclusions would be 
reached in other industries where dual distribution prevails. 

It is noteworthy that neither the majority report nor the staff study 
advocated enactment of legislation similar to H.R. 2729 introduced by 
Representative Bentley which would attempt to regulate the prices 
manufacturers charge their own retail or factory outlets whenever 
they were in competition with independent distributors. It also sig- 
nificantly does not support proposals which have been advanced from 
some quarters for the divorcement of manufacturing and marketing 
functions as an aid toward the competitive position of some independ- 
ent marketers. 

America cannot afford to lose the benefits of integration whenever 
it appears to be in the best interests of the consumer. While retailers 
in many lines have encountered serious problems, it would appear 
more appropriate to attempt to ease their tax burdens, eliminate costly 
and cumbersome reporting requirements to a multitude of Federal 
agencies and to assist them in securing the most harmonious possible 
labor relations which are conducive to high productivity. Steps 
taken by Congress which tend to curb inflationary pressures also pre- 
serve the purchasing power of their depreciation reserves and enable 
smaller firms to secure new equipment and maintain their position in 
the competitive race. Such acts rather than restraints on those who 
have demonstrated an ability to serve the consumer through efficient 
performance provide the best means of meeting the true problems of 
the small independent businessman. 

Once again, the conclusions of the staff study in this regard are of 
great interest in the context of other industries where similar pro- 
posals have been made from time to time. 

Insofar as the majority report and the staff study conclude that the 
salvation of the small retailer who is competitively pressed lies in the 
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direction of cooperative purchasing, there can be no criticism of its 
conclusions. 

However, the fact is that precisely such cooperative purchasing 
ventures by retailers, who seek to qualify for the lower prices enjoyed 
wy their competitors, have been recurrently prosecuted by the Federal 

‘ade Commission under the Robinson-Patman Act. The record is 
replete with numerous cases where in the automotive parts industry, 
the Commission has outlawed small distributors’ cooperative pur- 
chasing groups for buying at lower prices than unaffiliated small dis- 
tributors. This has been the case also in the grocery industry, where 
retailers as well as wholesaler co-ops have been prosecuted under the 
Robinson-Patman Act for seeking lower prices by organizing them- 
selves for more economical buying. 

Accordingly, any study into “dual distribution” practices must also 
consider the extent that the enforcement of the Robinson-Patman Act 
has impeded the competitive growth of small distributors by jeopardiz- 
ing the legality of their pooled purchasing arrangements. 

* our economy, there will always be a minority of businessmen in 
any industry who experience difficulties in meeting competition. The 
Congress since 1890 hee been guided by the philosophy expressed in 
the Sherman Act that free markets under competition will best ad- 
vance the interests of all the American people. This system of free 
enterprise allocates our resources, both human and material, to their 
most productive use without creating a Government bureaucracy to 
make decisions which, in the last analysis, individual citizens should 
make for themselves. 

In far too many cases, committees of the Congress have lost sight of 
the true goal of preserving competition and have substituted for it 
the preservation of individual competitors. This is a completely dif- 
ferent concept. While everyone has the deepest sympathy for those 
who are unsuccessful in the struggle imposed by our competitive sys- 
tem, the Congress must exert great caution in suggesting remedies to 
meet the difficulties presented by unsuccessful firms that it does not 
destroy the competitive system in the process. Competition by its very 
nature will produce successes and failures. 

This committee should do everything within its power to make sure 
that no unnecessary or artificial restraints are placed upon any business 
firm through the action of the Federal Government in meeting com- 
petition and enjoying a normal and healthy growth. While we sub- 
scribe to healthy, vigorous competition, we do not endorse predatory 
practices of any kind, nor the misuse of power from any source to 
suppress the equal opportunities of others. If our attention is confined 
to implementing procedures to strengthen the competitive system and 
to enable small firms to grow and prosper, we will avoid increasing 
costs to consumers and will make our contribution toward the preserva- 
tion of our American economy which has given our people the world’s 
highest living standards. This is an obligation which the present 
Congress owes to future generations. 








STAFF REPORT 


DUAL-DISTRIBUTION METHODS OF FLAT-GLASS PRO- 
DUCERS AND COMPETITIVE PROBLEMS OF INDE- 
PENDENT FLAT-GLASS DEALERS AND DISTRIBUTORS 


Prepared by Raymond D. Watts, counsel, Subcommittee on Monop- 
oly, Select Committee on Small Business, U.S. Senate 


INTRODUCTION 


On July 30 and 31 and October 9 and 10, 1958, the Subcommittee on 
Monopoly of the Senate Small Business Committee held hearings of 
the same title as this staff report. Senator Russell B. Long, subcom- 
mittee chairman, presided. The printed record of those hearings? 
(hereinafter referred to as “the hearings’) is available from the com- 
mittee. Bound with the hearings is an extensive appendix? (here- 
inafter referred to as “the hearings appendix”) containing the text 
of questionnaires sent by the subcommittee to certain witnesses, re- 
sponses received thereto, additional statements of witnesses and others, 
and other materials. 

The purpose of this report is to provide a guide to the various 
subjects covered in the subcommittee’s hearings and study in a more 
organized fashion than was possible in the hearings and hearings 
appendix. The first two chapters contain a brief introduction to the 
flat-glass industry. Its products, producers, and antitrust background 
are covered in chapter I; its distribution systems in chapter II. 
Chapter III restates the principal charges leveled against certain 
of their competitors by flat-glass dealers and assembles facts and 
arguments presented to or found by the subcommittee in support or 
refutation of those charges. To the extent deemed to be warranted, 
the writer’s conclusions as to the validity of each charge are set forth. 
Section H of chapter III discusses some special competitive prob- 
lems of flat-glass distributors. Chapter IV is devoted to a staff 
analysis of legislative recommendations made by witnesses. Recom- 
mendations of the writer are interspersed throughout the report un- 
der relevant subject headings. The principal legislative recommenda- 
tions are contained in chapter ITI, section E, and in chapter III, 
section H, parts 1 and 3. 

An appendix to this staff report, published separately as a com- 
mittee print and available from the committee on request, contains 
materials which, in large part, are supplementary to the materials in 
the hearings appendix. 


1 Hearings, “Competitive Problems of Independent Filat-Glass Dealers,” Senate Select 
Committee on a Business, July 30, 31, Oct. 9 and 10, 1958, 85th Cong., 2d sess. 
21d., pp. 333-794. 
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Carrer I. THe Propucrion or Fiat Guass 
A. PRODUCTS OF THE FLAT-GLASS INDUSTRY 


The following types of glass are those of principal importance in 
the flat-glass industry: sheet glass, plate glass, laminated glass, and 
tempered glass. 

Sheet glass is a clear, transparent, unground and unpolished glass 
with a finish known as fire finished, formed when the glass passes 
from a molten to a hard state. Thin glass, picture glass, window 
glass, and heavy sheet are varieties of sheet glass, classified by thick- 
ness and other qualities. Window glass is so far the most important 
variety that the terms “window” and “sheet glass” are often, if 
loosely, used synonymously. 

Plate glass is a clear, transparent glass, the surfaces of which have 
been rendered substantially parallel by grinding and polishing. A 
more expensive product than sheet glass, it has one of its most com- 
mon uses in store fronts. Sheet glass is used for smaller windows, 
where high parallelism aap rom distortion) is not required. 

Tamninnted glass is a clear, transparent glass made of two or more 
pieces of sheet or plate glass bonded to plastic material interposed be- 
tween them. 

Tempered glass is glass which has been strengthened by being 
heated to the softening point of the glass and then cooled quickly. 
While either sheet or plate glass can be tempered, most tempered 
glass is made of plate glass. 

Both laminated and tempered glass are often called safety glass 
because they do not break as easily as ordinary plate or sheet glass 
and tend not to shatter when broken. Auto windshields are today 
always made of laminated plate glass, molded to the numerous curved 
shapes specified for the various models. Auto rear windows (called 
“back lights” in the trade) are usually made of tempered plate glass, 
but sometimes of laminated plate, also molded to shape and size. 
Auto side windows (or “side lights”) are usually made of laminated 
sheet glass in lower price cars and of laminated plate glass in higher 

rice cars. Tempered glass is occasionally used for automobile side 
lights and, more frequently, for vents. It should be noted that auto 
glass, even though curved, is classified as “flat glass.” 

Other products classified as flat glass include wire glass, rough- 
rolled (translucent but not transparent) glass, structural opaqued 
glass, colored cathederal, opalescent and antique glass, and multiple- 
glazed sealed insulating units. The annual value of shipments of all 
these “other flat glass” products combined does not amount to as much 
as the annual value of shipments of sheet glass alone, in the U.S. flat- 
glass industry. 

Bureau of the Census figures on shipments and transfers of flat 
glass by U.S. manufacturers, for the 3 most recent years for which 
comparable data are available from that official source, are contained 
in the following table. 





eee eC” 


~~ oF 


ET 


ETO TRE 


DUAL DISTRIBUTION OF FLAT-GLASS PRODUCERS 27 


TABLE 1.—Value of flat-glass shipments by all manufacturing establishments, for 
United States, 1947, 1954, and 1956 


Value of shipments, including interplant 





transfers (thousands) 
Product i a heel tl A ee hae 
| 
1947 1954 1956 
Sheet (window) glass, including colored and bent sheet glass_-_ $72, 525 $99, 124 $127, 900 
Plate glass, tempered and untempered, colored and uncolored, 
Os CU ind 6 hh bbn bod ebiSsb bf aclbsadhbeh<cddissebscedeebie 124, 178 163, 924 205, 868 
GUE BRC BIE 22. pecan ssnccanysapaevwapyen Sadcqnesasqce owe 
Laminates ql 28 cis la Sak Bo 101, 014 236, 219 305, 179 
Totai, flat glass, including laminated glass__-_........_-- $297, 717 $499, 267 $638, 947 





Source: Bureau of the Census. Data for 1947 and 1954 are from 1954 Census of Manufactures, vol. II, 
“Industry Statistics,” pt. 2, p. 32A-9, table 6. Data for 1956 are from the Annual Survey of Manufactures, 
1956, p. 97. Detailed product information for specified types of flat glass for 1957 and 1958 appear in the 
Census Bureau’s “‘ Facts for Industry,”’ Series B DSA F-375-08, ‘‘ Flat Glass’; however, these data are not 
directly comparable with those obtained in the Censuses and Surveys of Manufactures and are therefore 
omitted from this table. The data for laminated glass in the above table include the value of laminated 
glass ship from primary glass plants and from plants making this product from purchased glass. The 
data for plate, sheet, and “other” flat glass in the above table, however, exclude information for any prod- 
ucts, e.g. mirrors, which were made from glass purchased from Lprinery glass plants. Therefore, the above 
data do not fully reflect the value of glass which was beveled, polished, tempered, etc., in plants other 
than primary glass plants. (See app. I (C) of this report.) 

The Bureau of the Census is prohibited by law* from publishing 
any statistics that disclose information reported by individual com- 
panies. Therefore, combinations of values are made where necessary 
to avoid any such disclosures. The combination of “plate glass” and 
“other flat glass” in table 1 is an example of this procedure, No sepa- 
rate data on plate glass, much less any of the several important sub- 
classifications of plate glass, are available from the Bureau of the 
Census. 

Exports of flat glass from the United States amounted to $11.5 
million in 1954 and to $16 million in 1957. Imports were $15.2 mil- 
lion in 1954 and $31.2 million in 1957. 

Further data on abe and imports of flat glass and a more ex- 
tended and technical discussion of the collection and classification of 
fiat-glass statistics by the Bureau of the Census are contained in ap- 
pendix I. 


B. CONCENTRATION IN FLAT-GLASS PRODUCTION 


In 1954, according to the Bureau of the Census, there were 16 com- 
panies classified in the flat-glass industry. Those 16 companies oper- 
ated a total of 32 establishments (plants) devoted exclusively or 
primarily to the manufacture of one or more kinds of flat glass. The 
four largest companies in the industry accounted for 90 percent of 
the value of shipments of the industry, the eight largest companies for 
99 percent.* 





313 U.S.C., sec. 9 [1952]. 

4“The Proportion the Shipments (or Employees) of Each Industry, or the Shipments 
of Each Group of Products Accounted for by the Largest Companies, as Reported in the 
1954 Census of Manunfactures,” Bureau of the Census, July 1957, table 1, p. 22. See also 
“1954 Census of Manufactures,” vol. II, pt. 2, table 4, p. 32A-7. The figures cited refer 
only to companies and establishments thereof which manufacture flat glass from basic raw 
materials, such as sand and soda ash. Companies which manufacture flat-glass products 
from purchased glass are classified by the Bureau of the Census as a separate industry. 
The number of companies classified in the “Products of Purchased Glass Industry” in 1954 
was 833 and the number of establishments was 859. Product information for laminated 
glass is shown as a combined total for shipments from both premecy glass plants in the 
“Flat Glass Industry” and from plants in the “Products of rehased Glass Industry.” 
(See preceding section and also app. I(C).) 
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The figure of 16 companies, small as it is, belies the true extent of 
concentration at the production level in the flat- glass industry. The 
two most important, basic types of flat glass are uncolored plate glass 
and uncolored sheet glass. Laminated ‘and tempered glass are made 
by further fabricating or processing these two basic ty pes. The Na- 
tion’s and the world’s windows, both in buildings and vehicles, are 
made in overwhelming proportion of these products. 

Only six American companies today make uncolored sheet glass. 
Only four American companies today make uncolored plate ol: ass. 
Only three American companies make both plate and sheet glass, and 
one of these three, F ord Motor Co., until early in 1959, used all of the 
glass it manufactured in its own motor vehicles or sold it exclusiv ely 
to its own franchised auto and truck dealers for use as replacement 
glass. The recent policy change at Ford, under which it is selling 
some auto-glass parts made by it to independent glass distributors, 
was originally limited to selected territories and styled an “experi- 
ment.” By late summer of 1959, however, distribution was nation- 
wide and apparently a permanent policy of Ford. 

The seven companies manufacturing plate and/or sheet glass, to- 
gether with this writer’s estimate fataiinataks based on extremely 


limited and incomplete data) of the percentages of national produc- 
tion accounted for by each, are shown in table 2. 


TABLE 2.—U.S. manufacturers of uncolored plate and/or sheet glass, and esti- 
mate by the writer of the percentage of the total value of U.S. production of 
uncolored plate and sheet glass accounted for by each 


Percentage of U.S. produc- 
tion of uncolored— 
Company 


Plate glass | Sheet glass ! 


Class 1. Manufacture plate and sheet: 
Ne FEE THIN OO ac csiisie | beipgncn 5 -denppnteonseeeedas 
EE SD IO cn utdenaigunnensoddnconuuupentregeetasny 
Ford Motor Co 

Class 2. Manufacture plate glass only: Fra 

Class 3. Manufacture sheet glass only: 
American-St. Gobain Corp 
Rolland Glass Co. and subsidiaries (‘‘the Fourco group’’), operated and 

counted as 1 company 

Blackford Window Glass Co 


1 Another unofficial estimate of the percentage share of window glass production of U.S. manufacturers 
other than Ford Motor Co. is as follows: PPG, 43 percent; LOF, 21 percent; American-St. Gobian, 17 per 
cent; Fourco, 16 percent; Blackford,3 percent. David A. Loehwing, ‘‘Shatter-proof Industry? U.S. Glass 
Makers Are Moving to Strengthen Their Competitive Position,’”” Barron’s magazine, vol. XXXIX, No. 15, 
Apr. 13, 1959, p. 3. 

Percentages of plate glass production accounted for by Pittsburgh 
Plate Glass Co. (PPG) and Libbey-Owens-Ford Glass Co. (LOF) 
are combined for lack of any information on which to base even a 
good guess of their current separate percentages. For the same 
reason, percentages of sheet glass production accounted for by Fourco 
and Blackford are combined. 

For comparison, it may be noted that, in 1928, there were at least 8 
companies manufacturing plate glass and about 13 manufacturing 
sheet glass. Even in that year, however, PPG had more than half 
of total American production of plate glass while the two companies 
that, in 1929, merged to become LOF together accounted for 14.89 
percent. PPG’s share of window glass production in 1928 was only 
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6.79 percent, while the share of that production in that year of LOF’s 
predecessor company was 46.46 percent. No statistics comparable to 
these are available for any year subsequent to 1945. The data on 
plate glass production for the years 1935-45 are shown in table 3, 
which is adapted from information contained in the consolidated 
answer filed by defendant glass manufacturers in the 1946 antitrust 
action brought against them by the Department of Justice, discussed 
in the next section. 


TABLE 3.—Plate-glass production, 1935-45, showing number of square feet and 
percentage of total accounted for by each U.S. manufacturer 





| 
1935 | 


1,000 Per- i -er- J Per- de, 1,000 


Per- 
square | cent of | square | cent of | square | cent of | "feet 


cent of 


} 
feet total feet total feet total feet | total 
; ve 


Pittsburgh Plate Glass___...._- 91, 621 50. 51 | 97, 72! 48. 8: | 42.§ 31, 962 35. 33 
Libbey-Owens-Ford_............-.--| 85,140 }| 46.94 | 94, 04! 5. 96 44.22 | 46,162 | 51.03 
Franklin 4, 624 2. 55 5, 10% 3. 08 ry 595 3 ; 767 | 5. 27 
Ford Motor None None } , 57% 9.77 | 7,567 | 8. 37 

















1,000 Per- 1,000 | Per- 1,000 Per- 
| Square | cent of | square | cent of | square | cent of square | cent t of 
feet total feet total feet | total | feet | total 


Pittsburgh Plate Glass__............| 59,406 | 38.93 | 70,544 : 89, 116 | 42.62 | 42,146 64. 71 
Libbev-Owens-Ford ---.| 73, 990 48.48 | 90, 270 8, f ,579 | 46.67 | 18, 187 27. 92 
Franklin , 5, 436 3.56 | 5,704 é } "992 3. 34 4, 798 7.37 
Ford Motor . ane 13, 784 9.03 | 18, 896 10. 19 | 15,414 7.37 | None None 











| 1944 


i 
| 
1,000 Per- | 1,000 | Per- 1,000 Per- 
square | cent of | square | cent of | square | cent of 
fect | total feet | total | feet | total 
| 
| 


| 1 

Pittsburgh Plate Glass oe -.-------| 49,079 | 63. 61 | 63, 837 | 60.63 | 52,623 60. 13 

Libbey-Owens-Ford si ease : .....| 24,916 32. 30 | 36, 396 34. 56 | 30,121 3A. 42 

OIE cet neyel ahs conning | 3,157 | 4.09 5,065 | 4.81 4, 769 | §. 45 

Ford Motor eames od : None | None | None} None! None} None 
I | | 








It is  pbabatta that PPG's s ia LOF's pertetitages of current slats 
glass production are closer together than in 1945. 

The remaining companies in the flat-glass industry are engaged in 
making only the “other flat glass” categories, described at page 26, 
plus colored plate and sheet glass. These products are of compara- 
tively small economic significance. The names of flat-glass pro- 
ducers, other than the seven basic plate and sheet producers listed in 
table 2, are noted in the margin.’ With the notable exceptions of 


5 Manufacturers of one or more of such “other flat glass’ products as wire, opalescent, 
fancy figured, rough and ribbed glass, and/or colored plate and sheet glass: Blenko Glass 
Co., Ine., Milton, W. Va.: Houze Glass Corp., Point Marion, Pa.; Kokomo Opalescent Glass 
Co., Kokomo, Ind. Mississippi Glass Co., St. Lonis, Mo.; Pennsylvania Wire Glass Co., 
Philadelphia, Pa. ; ‘Pressed Prism Plate Glass Co., Mor antown, W. Va.; Sergeant Wire 
Glass Corp., Sergeant, Pa.; Southwestern Sheet Glass Co., Okmulgee, Okla.; Paul Wiss- 
mach Glass Co., Ine., Paden City, W. Va. Source: 1958 glass factory directories of the 
National Glass Budget, Empire Building, Pittsburgh, Pa., and the American Glass Review, 
3 West 29th Street, New York, N.Y. An attempt was made, in compiling the foregoing list, 
to include only companies which appeared to have facilities for raw-glass production. 
Companies manufacturing any of the “other flat glass” products from purchased glass only 
were excluded. 


47643—60 
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multiple glazed insulating units and structural opaqued glass, in 
which PPG and LOF are dominant, the seven basic plate and sheet 
manufacturers have left the “other flat glass” markets largely to the 
smaller companies specializing in such products. One of the largest 
of the “other flat glass” companies, Blue Ridge Glass Corp., of Kings- 
port, Tenn., however, was merged in 1958 with the third largest sheet- 
glass producer, American Window Glass Co., to become American-St. 
Gobain Corp. 

An indication of the market power of the three leading glass pro- 
ducers in relation to each other may be obtained by comparing their 
net sales for a recent year. 





TABLE 4.—Net sales for 3 leading flat-glass producers, 1957 


Company 1957 net salea 
Dees ern a no eit $620, 803, 000 
Libbey-Owens-Ford Glass Co___-----_ sds peta Anaad entipent Recbuiieltananis tical 237, 199, 069 
a Tew es 00 oe he dene Sate aeae hats 17, 595, 000 


Sources: Published reports of the respective companies. 


PPG is No. 61 on Fortune magazine’s list of the 500 largest U.S. 
industrial corporations, ranked by 1957 sales. LOF’s rank on that 
list is No. 184. American Window is not on the list and it may be 
some time before its successor, American-St. Gobain Corp., makes it. 
PPG has extensive operations in paints, paint brushes, and chemicals 
in _—— to glass.° LOF and American-St. Gobain are in glass 
only. 

The impact that concentration in domestic production might have 
upon the health of competition in the American market is, of course, 
softened by foreign trade. Both exports and imports of flat glass 
have increased, on the average, over the past 5 years, with imports, 
especially of sheet glass, considerably ahead of exports. Department 
of Commerce data are included in appendix I. It will be noted that 
the value of 1957 imports of “cylinder, crown and sheet” glass amounts 
to 13.2 percent of the value of 1957 domestic shipments of sheet glass, 
while the imports of “plate” and “rolled” glass equal 14.6 percent of 
domestic shipments of “plate and other flat” glass for the same year. 
Although 1957 imports of flat glass of all kinds were 30 percent lower 
than in 1956, they were still more than 100 percent higher than in 
1954. Since the beginning of the trade agreements program in 1935, 
US. tariffs on all flat-glass products have been reduced by a weighted 
average of 61 percent.’ 


C. GOVERNMENT ANTITRUST ACTIONS IN THE FLAT-GLASS INDUSTRY 





. Antitrust Division, Department of Justice: the Flat Glass case 

In 1945, the Antitrust Division of the Department of Justice filed 
a major civil antitrust action * (hereinafter referred to as “the Flat 
Glass case”) against six flat-glass manufacturing companies,’ a com- 


* See hearings appendix, p. 467, for PPG’s statement on relative importance of its product 
lines to total sales. Glass accounts for “under half.” 

7See Vernon A. Mund, “The Right to Buy—And Its Denial to Small Business,” report 
prepared for the Senate Small Business Committee, S. Doc. 32, 85th Cong., 1st sess.; a 
table of tariffs on specific flat-glass products appears at p. 106. 

® United States v. Libbey-Owens-Ford Glass Co. et al., U.S.D.C., N.D. Ohio, Western 
Division, Civil Action No. 5239. 

® LOF, PPG, American Window Glass Co., Franklin Glass Corp., Rolland Glass Co., Blue 
Ridge Glass Corp. 


td 
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pany *° organized by four window-glass companies "* to be their ex- 
clusive sales agent, the National Glass Distributors Association, cer- 
tain officers of the several corporate defendants, and two other cor- 
porate defendants * brought into the case on charges largely irrele- 
vant to this study. 

The complaint alleged that Pittsburgh Plate Glass Co. and 
Libbey-Owens-Ford Co. since 1935 had “controlled and completely 
dominated” the flat-glass industry in the United States. Exces- 
sive percentages of the domestic markets in plate and laminated 
glass controlled by these two were cited, and were directly related, by 
the complaint, to unusually large profit percentages realized in the 
two companies’ sales of those products. A long course of exchange 
of information and patents between the two was cited, to the effect 
that they were operated “as if one company.” Conspiracies with and 
intimidations of other manufacturers and distributors were also 
averred. 

Among specific violations of the Sherman, Clayton, and Wilson 
Tariff Acts charged against the several defendants were the follow- 
ing: (1) Conspiring to acquire control of the entire U.S. flat-glass 
market by controlling patents and processes and refusing to grant 
licenses thereof, by restricting production of flat glass, by fixing prices, 
by selling below cost to drive out competition, and by acquiring or 
controlling independent manufacturers; (2) conspiring to eliminate 
competition among themselves by dividing markets both as to cus- 
tomers and products, by price-fixing agreements, interlocking direc- 
torates, and by exchange of competitive information ; (3) conspiring to 
control flat glass after sale by fixing resale prices and boycotting dis- 
tributors who would not adhere to such prices, and by arbitrarily 
classifying buyers into different price groups; and (4) conspiring to 
eliminate competition from abroad through agreements with foreign 
manufacturers and domestic jobbers to prevent both exports and im- 
ports of flat glass from and into the United States. 

The complaint prayed for injunctive relief against all of these 
practices and, in addition, sought an adjudication that PPG’s distri- 
bution of flat glass through its own warehouses and stores was illegal. 
The court was urged to order PPG to divest itself of its company- 
owned merchandising outlets. 

After the Government had presented its case—a process involving 
214 months and 42 volumes of record—the parties negotiated a con- 
sent judgment. In the judgment, virtually all of the practices enu- 
merated above were found (for purposes of the judgment only) to have 
existed, and were enjoined. Divestiture of PPG’s merchandising 
system, however, was not obtained; but the right was expressly re- 
served to the Government to petition again for that, or other, addi- 
tional relief, without showing a change in circumstances.” 

The general intent of the Antitrust Division in the Flat Glass case 
was to bring about more real and vigorous competition in the manu- 
facture and distribution of flat glass in the United States. The 


20 Fourco Glass Co. 

1 Rolland Glass Co., Adamston Flat Glass Co., Blackford Window Glass Co., and Scohy 
Sheet Glass Co. 

1 Corning Glass Works and American Securit Co. 

13For a more extended summary of the provisions of the consent judgment, see testi- 


wearer ro Victor R. Hansen, Assistant Attorney General, Antitrust Division ; hearings, 
pp. ~ ‘ 
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method by which competition was to be revitalized was through nulli- 
fication and injunction of a complex system of overt and covert agree- 
ments, pressures, and practices by which the major producers had 
protected themselves from competition with each other and from 
abroad. 

The essence of the Government’s plan was that each producer, each 
distributor, and each dealer would be isolated to the utmost extent 
practicable from dealings with and even knowledge of the others, ex- 
cept in arms-length purchases and sales. Most importantly, the two 
largest and dominant producers, PPG and LOF, were to be made to 
compete, not cooperate. So that they could compete more equally, 
PPG was to be divested of its merchandising division, unique in the 
industry, and made to rely exclusively, as LOF did, on independent 
channels of distribution. 

It seems clear now that divestiture of PPG was an essential element 
in the competitive pattern the Antitrust Division planners intended 
to create. Yet—somehow and somewhere in the give-and-take of ne- 
gotiation—this vital part of the plan was lost.1* At the end, on Octo- 
ber 30, 1948, the court approved a negotiated judgment containing a 
plan for reviving competition that was reasonably complete as the 
Government’s lawyers had originally conceived it—except that the 
keystone had been removed. 

Ten years later, as it appeared to this writer, that excision had made 
the remainder of the Antitrust Division’s careful plan, put into effect 
by the judgment, operate to the advantage of PPG and the unnatural 
disadvantage of LOF and other glass producers. The reason for this 
conclusion is that the provisions that were included in the consent 
judgment (found largely in secs. V and X) operate to preclude the 
establishment of integrated systems of independent distribution. All 
the defendant. manufacturers (including PPG) were forbidden by 
these sections to grant franchises or territories to independent dis- 
tributors, or to enter into exclusive dealing arrangements, or to make 
financial investments or acquire control of or interest in independent 
distributor and dealer companies. (An exception to the last-men- 
tioned restriction is permitted on conditions that are, apparently, too 
burdensome to interest any manufacturer; at least, none has as yet 
attempted it.) But while PPG and its producer-competitors were 
equally prohibited from establishing integrated independent distribu- 
tion, they were “equally” permitted to carry on or establish integrated 
company-owned distribution; however, only PPG had such a system. 
The competitive impact of this fact will be shown in the next two 
chapters. 


2. Federal Trade Commission: Consent orders on auto glass 


In December 1956, PPG and LOF were cited in two separate but 
substantially similar complaints * of the Federal Trade Commission 
for violation of section 2(a) of the Clayton Act as amended by the 
Robinson-Patman Act. The offense charged was, in the case of PPG, 
sales of auto glass for replacement purposes to Ford Motor Co. at 
lower prices than to independent flat-glass distributors and dealers. 
LOF was similarly charged as to its sales of auto glass for replacement 


aa 


d., p. 106. 
% Pittsburgh Plate Glass Co., F.T.C. docket 6699; Libbey-Owens-Ford Glass Co., F.T.C. 
docket 6700. 
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purposes to General Motors Corp. In 1957, consent orders were en- 
tered against PPG and LOF in each of the respective dockets, pro- 
hibiting such unlawful discrimination in the future. In October 1958, 
at your subcommittee’s hearings, Commission Chairman John W. 
Gwynne testified that both companies were in compliance, according 
to the Commission’s records.*® 


Cuarprer II. Tue Distrrrution or Fuar Giass 
A. THE CHANNELS OF DISTRIBUTION 


Two major, and an uncounted number of minor, chains of distribu- 
tion take the various types of flat glass, including auto glass, from the 
factory tothe consumer. <A thir d chain of distribution a applies to auto 
glass only. These three major chains are: (1) Distribution through 
independent flat-glass distributors and dealers;%? (2) distribution 
through the manufacturer-owned merchandising system of Pittsburgh 
Plate Glass Co.; and (3) distribution through ‘the two principal mo- 
tor-vehicle manuf: acturers, General Motors and Ford, and their fran- 
chised new-car dealers.’* The three are listed in the writer’s estimate of 
their descending order of importance, in terms of dollar volume of 
glass handled by each chain. The word “estimate” must. be empha- 
sized, however, because no complete statistics are available. 

The first chain is the oldest; but all three are long-established and 
each chain competes vigorously with the other two. In addition, in- 
dependent units in the first and third chains compete with each other. 
Finally, all three chains are subject to increasing competition from 
establishments which engage in glass sales as a secondary y and, in some 
cases, incidental business. These ‘ ‘irregular”—but ie uncommon— 
chains of distribution were described at some length in the testimony 
to your subcommittee of A. Alvis Layne, Jr., counsel to the Flat Glass 
Jobbers Association.® At this point, however, it will suffice to de- 
scribe and compare the three major chains. 

The principal competitive differences among the three chains lie in 
the extent to which they are integrated in their operation and in the 
average number of resales that take place between the first sale by the 
factory and the final sale to a user. 

In the independent chain of distribution, integration is virtually nil 
and the number of resales below the factory i is ty pically two or more. 
A “traditional” pattern of distribution for a bent windshield, for 
example, is as follows: (1) Sold as part of a carload sale of assorted 
glass pene by an LOF factory to a flat-glass jobber; (2) sold by 
the j jobber—often after a year or more in iny ventory—to an auto-glass 


16 ** Hearings, pr. 108-118. 

7 As used herein and as the committee staff understands the usage of the industry, the 
Pi “distributor” connotes a seller of flat glass, other than a factory, who makes most or 
all of his sales at wholesale and most or all of the goods sold by whom will pass through 
one or more resales. The term “jobber” connotes a distributor of considerable volume, with 
substantial facilities for warehousing and processing flat glass. Most flat-glass jobbers are 
engaged in glazing contracting and many are engaged in mirror manufacturing. The term 
“dealer”? connotes a seller of flat glass most or all of whose sales are at retail or, if at 
wholesale, are intended for only one further resale, or none. 

18 American Motors and Studebaker-Packard also sell replacement auto glass to their 
new-car dealers but are not as aggressive in urging their dealers to engage in the auto-glass 
en business as Ford and General Motors. Chrysler does not sell glass to its 

eaiers, 

1 Hearings, pp. 154-157. See also “Subcommittee Staff’s Preliminary Definitions of 
Functional Levels of Flat-Glass Distribution,” a eres appendix, pp. 394-396, and Mr. 
Layne’s “Revised Statement of Functional Levels,” hearings, pp. 162-1 £63. 





34 DUAL DISTRIBUTION OF FLAT-GLASS PRODUCERS 


replacement shop; (3) sold by the auto-glass shop, installed, to an 
auto-repair shop; (4) resold, installed, by the auto-repair shop to the 
automobile owner. Number of distribution levels and distributor- 
dealer profits after the factory profit, three. 

Another typical pattern would be the following chain of independ- 
ent distribution of a plate-glass store front: (1) Plate glass sold in 
carload quantity to a flat-glass jobber; (2) resold, often after pro- 
longed warehousing and cutting and edging to order, by the jobber to 
a flat-glass dealer; (3) installed by the Tea in the store-owner’s 
show window. Number of distributive levels and distributor-dealer 
profits after the factory, two. 

The PPG chain of distribution, in considerable contrast to the 
above, is totally integrated and the number of actual sales between 
factory and user may be only one. However, the wholesale (ware- 
housing and jobbing) and retail (store maintenance and installation 
services) functions must, of course, be carried out. The same two 
examples, in the PPG system, look like this: 

Bent windshield: (1) Shipped by PPG factory to PPG warehouse; 
(2) reshipped by PPG warehouse to local service branch or auto-glass 
replacement branch; (3) sold by the PPG branch, installed, to auto- 
repair shop; (4) resold by the auto-repair shop to automobile owner. 
Since ownership of the windshield did not change until stage (3), the 
number of sales between factory and user was only two—but the num- 
ber of establishments handling the glass below the factory was three, 
the same as in the example of independent distribution. 

Plate-glass store front: (1) Shipped by PPG factory, in a carload, 
to PPG warehouse; (2) reshipped by PPG warehouse to PPG serv- 
ice branch; (3) sold and installed by PPG service branch in store 
owner’s show window. Number of distribution levels after the factory, 
two. Number of distributor-dealer profits after the factory profit, 
none, one, or two. (The amount of functional profit realized by each 
PPG establishment handling glass below the factory is, of course, one 
of the central questions of the subcommittee’s study and is treated 
hereinafter at greater length.) 

In the bent windshield example, PPG made the next-to-last sale 
before the sale to the user. In the store front example, PPG made 
the final sale to the user. PPG, of course, also sells at each and every 
ree! level of distribution. In the two examples of independent dis- 
tribution above, PPG, as well as LOF, might have made the original 
carload sale to a flat-glass jobber. PPG, at its warehouse, could also 
have made the jobbing-level sale to an auto-glass or flat-glass dealer. 
PPG, in many market areas, increasingly competes with its customers 
at every level in making sales to all lower levels. 

The automobile company-automobile dealer chains *° of distribu- 
tion, in their handling of auto replacement glass, are more integrated 
than the independent chain but less integrated than the PPG system. 
The number of sales after the factory sale (or, in the case of Ford- 
made glass sold by Ford, including the factory sale) is typically two: 
automaker (via a regional or zone warehouse in most cases) to auto 


2 General Motors, Ford, American Motors, and Studebaker-Packard all sell replacement 
auto-glass parts for their own cars to their franchised automobile dealers; Chrysler does 
not (hearings, p. 277). However, the percentage of automobile dealers making auto-glass 
installations is believed to be small—probably under 10 percent. Most auto dealers sub- 
contract auto-glass installations to independent auto-glass replacement shops. 
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dealer; auto dealer to customer. It must be strongly presumed that 
both the auto manufacturer and the auto dealer aim to make and do 
make a profit on their respective sales. 


B. COMPETITION IN DISTRIBUTION 


The intensity of competition in flat-glass distribution today can be 
indicated by this fact. In many metropolitan market areas, as many 
as six classes of business actively compete for insurance companies’ 
auto-glass replacement accounts. The six are: (1) PPG outlet, (2) 
full-line flat-glass jobber, (3) auto-glass jobber, (4) flat-glass dealer 
(who may or may not specialize in auto glass exclusively), (5) new- 
car dealer, and (6) auto-repair shop. The first, second, and fourth of 
these business classes compete for sites and window-glass sales, glaz- 
ing contracts, and reglazing (flat-glass sinduead work. The 
number of competitors within each of the last three classes, in most 
cities, is fairly large. In most large metropolitan markets there are 
at least two competitors within each of the two jobber classes, classes 
(2) and (3) above. 

In a few metropolitan market areas, the flat-glass dealer still has 
retailing to himself: his only competition is from others in his own 
class. In most cities today, however, some one or more—and in some 
areas all—of the other five classes of competitors have entered the 
retail market. 


Cu aprer ITT. Tre Com™itree’s HEARtNGS ON COMPETITIVE PROBLEMS 
or INDEPENDENT FLAT-GuLass DEALERS AND DISTRIBUTORS 


Obviously, in any market in which a single class of small business- 
men—flat-glass dealers—has been joined by from one to five addi- 
tional classes of competitors at the retail level, there will be competi- 
tive frictions and problems. The “problems” of one competitor or 
class of competitor ure frequently the advantages of another. Flat- 
glass dealers, in particular, complained of advantages that PPG 
outlets, flat-glass jobbers, and auto dealers had in competing with 
them. The purposes of the Monopoly Subcommittee at its hearings 
on July 30 and 31 and October 9 and 10, 1958, were to learn the 
problems and advantages of each of the several classes of competitors 
and to determine whether the advantages of any class or classes were 
or might become so great as to endanger competition. The witnesses 
invited to testify represented all three of the major chains of dis- 
tribution described in the preceding chapter and both the jobber and 
dealer levels within the independent chain. In addition, the chiefs 
of the Antitrust Division, Department of Justice, and of the Federal 
Trade Commission were heard. A list of all witnesses appears in 
appendix IT. 

The principal competitive problems of independent flat-glass deal- 
ers, as they see them, were summarized by James W. Cassedy, the late 
counsel of the National Auto & Flat Glass Dealers Association 
(NA&FGDA), as conclusions at the end of his statement.” In this 


7 Hearings, p. 15. See also Mr. Cassedy’s statement on the same subject before a House 
committee a few months later: Hearings, “Fair Trade, 1959,” House of Representatives 
Committee on Interstate and Foreign Commerce, March 1959, 86th Cong., 1st sess., p. 722 ff. 
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chapter, these problems are restated in the form of “charges” of flat- 
glass dealers. After stating each charge, the writer has endeavored 
to summarize the evidence received at the hearings in support or 
refutation of the charge and to draw conclusions, where warranted, 
about the “problems” and “advantages” of the various competitor 
classes. Where the information on hand is insufficient to support any 
conclusion, that fact is stated. 


A. EXPANSION OF WHOLESALE AND RETAIL MERCHANDISE BY GLASS 
MANUFACTURERS 


Mr. Cassedy’s first and fifth “conclusions” can fairly be combined 
into one charge and restated thus: Certain glass manufacturers, par- 
ticularly Pittsburgh Plate Glass Co., have entered the flat-glass market 
at the wholesale and retail levels of distribution in competition with 
their own customers and are substantially increasing their number of 
wholesale and retail trade outlets throughout the United States. (The 
writer has added the “wholesale” adjectives to this charge. The 
NA&FGDA counsel’s conclusion referred only to “retail” outlets; but 
PPG’s competition with its jobber customers is as significant as its 
competition with its dealer customers, and the entire merchandising 
system is best considered together. In addition, certain factory sales 
by other flat-glass producers are appropriately considered in this 
context. ) 

The fact most frequently decried by flat-glass dealers at the sub- 
committee’s July hearings was that PPG is vastly increasing its 
retailing operations in many market areas. Jobbers, in turn, testi- 
fied in October that PPG 1s a formidable and specially privileged 
competitor to them at their level of distribution. PPG itself, in its 
response to the subcommittee’s questionnaire and in testimony at the 
October hearings, readily admitted the recent rapid expansion of its 
nationwide, company-owned distribution network.” 

The principal units in PPG’s merchandising division are 73 ware- 
houses, each of which— 


* * * is operated by a local manager who has a high degree 
of freedom in establishing sales and management policies 
within his market. Each manager in turn supervises the 
operation of what, in substance, are branches or physical 
extensions of his warehouse. A PPG warehouse manager, 
through his warehouse and the service branches under his 
supervision, carries on a business which functions in much 
the same manner as that of a competing glass jobber who has 
a direct factory source of supply. On the other hand, the 
retail store operations conducted by PPG warehouses at 
separate locations more closely resemble the operations of a 
glass dealer.” 


The 8 oldest of PPG’s 73 currently operating warehouses were all 
established in 1896. The two youngest were established in 1950. 

Operating as “branches or physical extensions” of the 73 ware- 
houses are a total of 147 service branches. The oldest one of these 
was established in 1896, but the next oldest two have been operating 


a nee appendix, pp. 467, 477-482, 791, 792. 
21d., p. 467. 
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only since 1930. The addition of currently operating service branches 
after the first 3 has occurred as follows: 8 in 1936, 4 in 1937, 14 in 
1938, 7 in 1939, 1 in 1940, 3 in 1941-48, 8 in 1944, 11 in 1945, 3 in 1946, 
6 in 1947, 5 in 1948, 11 in 1949, 8 in 1950, 9 in 1951, 7 in 1952, 6 in 
1953, 4 in 1954, 6 in 1955, 1 in 1956, 14 in 1957, and 1 through May 
1958.4 

PPG’s merchandising division also includes 64 retail stores. ‘The 
two oldest were opened in Fostoria and Tiffin, Ohio, in 1936, the 
third in St. Petersburg, Fla., in 1946, the next two in Arkansas and 
Iowa in 1947. The remainder have all been established since 1950, 
and most within the last 4 years: 7 in 1955, 11 in 1956, 14 in 1957, 
and 11 through July 1958. 

Each service branch and retail store is supervised by and respon- 
sible to one of the 73 warehouses managers. Service branches and 
retail stores are grouped under the w arehouses to which they report 
ina table which appears at pages 791 and 792 of the hearings appendix. 

In addition to the 64 retail stores, PPG has 9 establishments, all 
opened within the past few years, at which wholesale ; and retail *° sales 
and service of auto glass are carried on. One of these, in Joplin, Mo., 
is operated as a br: anch of a service branch. The others (one each in 
Des Moines and Miami, two in Detroit, and four in Philadelphia) are 
operated as warehouse branches. These establishments, although not 

officially so designated by PPG, have come to be known in the trade 
as Pittsburgh auto- glass service centers. 

It must be noted that PPG carries on low-level or small-quantity 
wholesaling at all of its warehouses and service branches, and carries 
on retailing operations in retail-store space in all service branches 
and many “(perhaps even all) of its warehouses. Hence, the total 
number of all PPG outlets—not just the number of ret tail stores— 
reflects more accurately the extent of the company’s retailing 
operations.” 

The growth of PPG’s merchandising network is shown in the fol- 
lowing table.” 


*% During the period June 1958 through February 1959, five additional service branches 
were added by PPG and two retail stores were reclassified as service branches. During 
the period August 1958 through February 1959, five new retail stores were also opened by 
PPG. See letter to committee from Cyrus V. Anderson, assistant general counsel of PPG, 
dated Mar. 19, 1959, in app. III(B) of this report. 

% PPG's four Philadelphia auto-glass service centers, all opened in 1956 and — 57, in 
1957 had installation sales totaling $61,425 and jobbing sales to dealers totaling $75,205 
(hearings appendix, p. 715). 

*6 Hearings, pp. 133, 134, 1388, 139. See also letter to the committee from Cyrus V. 
Anderson, referred to in footnote 24, above. 

27 See also par. III-G in subcommittee’s questionnaire to PPG, hearings appendix, p. 380; 
and PPG’s response to that paragraph, id., pp. 477, 705 : Capital investment and advertising 
expenditures by PPG in new mere handising outlets, 1953-57. 
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TABLE 5.—Pittsburgh Plate Glass Co. merchandising division: Number of estab- 
lishments, by classes, and increases since 1950 and 1954 





Addition of establishments 







Total num- 
ber as of Period 1954-59 (Feb- | Period 1950-59 (Feb- 










Class of establishment Feb. 28, ruary)—increase ruary)—increase 
1959 in class in class 


Number} Percentage | Number 


Percentage 








I tho nS aetucudeaceaoaat 
Auto-glass centers 









——_— | | | 






Total of allfclasses except warehouses. ---. 


Source: Pittsburgh Plate Glass{Co.; see hearings, pp. 131-134; hearings appendix, pp. 467, 477-482, 791, 
792. See also letter to committee from Cyrus V. Anderson referred to in footnote 24 above. 

PPG furnished no data on closings of its establishments; hence, the 
net total increase may be lower than the above table indicates; but the 
difference would be slight. Of greater significance is PPG’s claim 
that, despite the tremendous growth in the number of its merchandis- 
ing outlets, the percentage of its total shipments of flat glass handled 
through the company-owned outlets decreased from 36.40 percent in 
1946 to 26.13 percent in 1957.2° In calculating these percentages, the 
subcommittee was advised by PPG, shipments to automobile manufac- 
turers were excluded from the total and the percentages were figured 
from all other shipments, including auto glass shipped to PPG out- 
lets and all factory customers other than auto manufacturers. 

Similar substantial diminution in the percentage of all PPG ship- 
ments handled through PPG outlets is reflected in separate figures for 
plate and window glass furnished by PPG, while laminated and 
tempered glass percentages have remained fairly stable. The 1946- 
57 percentages are shown in the next table. These percentages, how- 
ever, except for “all flat glass,” are calculated as preentages of all do- 
mestic shipments, including those made to sabe manufacturers.”” 























TABLE 6.—Pittsburgh Plate Glass Co., percentages of total company domestic 
shipments of all flat glass and 4 principal kinds of flat glass shipped to com- 
pany-owned distribution outlets, 1946-57 


[Percent of total PPG domestic shipments to company-owned distribution outlets] 






















Year All flat Plate Window Laminated Tempered 
glass ! glass glass glass | glass 
Re ietisetnhiai nadine te embedioed 36. 40 24. 21 36. 78 19. 67 | A 
NNT a asd ot an sess 34. 96 22. 98 35. 08 20. 28 |. pak: 
ON eit tal oe MS dn ioieaidee weakens 32. 65 23. 26 32.17 et he 
Se sadeedibscdsdsoctducdsnsoces 32. 40 19. 48 33. 06 9.44 1. 22 
Site tine tin tihvigiiaseinbhnousas 28. 67 19. 17 26. 71 9. 96 1.11 
SR casedhecuweletencce SScipeeeoens: 29. 35 18. 20 28. 26 13. 69 1.72 
Peet oon ah etitieea dob boat i Saladeag 24. 64 13. 48 23. 35 13. 73 1.70 
SER er ee 28. 56 12.77 26. 49 11.15 1. 66 
aie lee ale aad wh 27.18 14. 03 24. 03 15. 87 2. 16 
Re Sota Sate seamen pdatouel 23. 51 10. 18 19. 75 10. 35 1. 50 
ee ee a ee eee 26. 84 11. 38 24. 80 17.79 2. 08 
1. 95 


Se 26. 13 9. 99 22.75 17.31 | 


1 Shipments to automobile manufacturers excluded from total shipments on which percentages in this 
column are calculated. Shipments to automobile manufacturers included in totals on which percentages 
are calculated in remaining four columns. 


Source: Pittsburgh Plate Glass Co.; see hearings appendix, pp. 679-687, 794 


*% Hearings appendix, p. 794. 
2” See hearings, p. 144; hearings appendix, pp. 790, 792-794. 
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The conclusion that might apparently be drawn from the above 
table, as to the relative importance to PPG of independent and com- 
pany-owned distribution, 1s subject to an important caveat. LOF, 
Fourco, and American-St. Gobain revealed to the subcommittee the 
percentages of their total sales made to distributors and to other fac- 
tory customers, such as manufacturers. In the case of LOF and 
Fourco, manufacturers were a substantially more important customer 
class than distributors.*° The subcommittee sought similar informa- 
tion from PPG; but that company, stating that it did not compile 
such data, gave incomplete and somewhat vague answers.” PPG 
averred only that, at the distributor level, its own outlets “generally 
distribute a larger volume of the company’s window glass and auto- 
motive replacement glass than that distributed by jobbers. Plate and 
flat-tempered glass, on the other hand, are distributed in greater 
volume by PPG’s independent jobbers.” At the retail and wholesale- 
retail dealer level, “PPG knows [it responded] that a substantially 
larger volume of PPG’s flat glass products is distributed * * * by 
sndllapeliddat distribution outlets than * * * by PPG-owned outlets.” 

No other flat-glass manufacturer has a company-owned merchandis- 
ing system of warehouses, warehouse service branches, and retail stores 
comparable to PPG’s. PPG is the only flat-glass producer engaged 
extensively in retailing; indeed, so far as the committee has been able 
to determine, it is the only flat-glass producer which sells in small 
quantities directly to users at all. It is also the only producer that 
sells regularly and in substantial quantity to other than factory pur- 
chasers, at above-factory prices. 

All of the major and minor flat-glass producers, however, are en- 
gaged to greater or lesser extent in dual distribution of other varieties. 
These distributive techniques—each of which involves a sale by a 
manufacturer at factory prices to a customer who would purchase 
from a distributor at wholesale prices were the factory sources un- 
available—are of the following principal types: 

1. Sales by a glass manufacturer in carload quantities to large glaz- 
ing contractors and large retailers, such as hardware chains, building- 
supply houses, mail-order houses, and others. The writer under- 
stands that all the plate and sheet-glass producers, United States and 
foreign, include some purchasers in these categories among their 
recognized factory buyers. Carload sales to cooperative buying groups 
are also made. 

2. Carload sales by glass manufacturers to manufacturers of other 
products, including, most importantly, automotive and aircraft com- 
panies, sash and door manufacturers, and furniture manufacturers. 
In addition, the plate- and sheet-glass producers sell those products to 
manufacturers of products of purchased glass, including laminated 
glass, tempered glass, and mirrors. (The plate and sheet producers 
then compete with the independent manufacturers of purchased-glass 
products in the sale of such products.) Some glass sold at factory 
prices to manufacturers of other products is resold by them, unchanged 
in form, when purchased in quantities beyond their manufacturing 


%° See p. 40, footnote 33, below. 


% See subcommittee’s “Suggested Outline for Statement of Pittsburgh Plate Glass Co.,”’ 
pt. i pars. C and D, hearings appendix, 
ee se 


p. 380. 
pi ate Response of Pittsburgh Plate Glass Co.,” pt. III, secs, C and D, hearings appendix, 
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requirements. The two principal auto companies, General Motors 
and Ford, and, to a lesser extent, American Motors and Studebaker- 
Packard, regularly purchase and resell to their franchised new-car 
dealers auto-glass replacement parts. All glass producers sell at 
factory prices to manufacturers who can purchase in carload quantities 
with sufficient frequency. Of LOF’s total 1957 production, for ex- 
ample, 79.7 percent was sold to manufacturers, broken down 66.6 per- 
cent automotive, 3.1 percent aircraft companies, 1.4 percent sash and 
door manufacturers, and 8.6 percent to glass-product manufacturers: 
laminators, fabricators, and mirror manufacturers other than distri- 
butors. Only 20 percent of LOF’s 1957 sales was made to distributors 
and 0.3 percent to glazing contractors.* 

3. Sales by glass manufacturers, at factory prices, in less-than- 
carload quantities, to retailers of various categories. This practice 
appears to be confined to auto-glass shipments by the independent 
laminators. Some of these companies, which produce flat and curved 
laminated glass from purchased plate and sheet glass, sell at factory 
prices to auto dealers, auto- -repair shops, flat-glass shops, small glaz- 
ing contractors, and even other classes of trade still less familiarly 
associated with auto-glass distribution, as well as to auto-glass replace- 
ment shops. Before such sales are made, the purchaser is designated 
a “distributor”; but there is evidence that many if not most of these 
distributors continue to function as retailers and have neither the 

capital investment nor the inventory usually associated with flat-glass 
jobbing. At least one of the independent laminators (and the lar gest), 
Shatterproof Glass Corp., places its products on consignment with 
some of its distributors selected from such retailer classes. 

The first of the above three varieties of dual distribution affects 
large jobbers. The competitive impact of the second variety directly 
affects large jobbers and, directly or indirectly, has some effect on the 
business of flat- glass dealers. "The third variety disrupts “usual” 
chains of distribution as both established jobbers and dealers view 
those chains, 

Conclusions.—The charge stated in italics at the beginning of ~_ 
section is entirely and exactly true as it relates to PPG. “PPG i 
assuredly engaged in competition with its own customers at the whabs: 
sale and retail levels of flat- glass distribution and has increased the 
number of its merchandising ‘outlets of all kinds by 49.5 percent since 
1954 and by 95.3 percent since 1950. The increase in retailing outlets 
has been 78.9 percent since 1954 and 178.5 percent since 1950. 

It is obvious that PPG has certain natural advantages over its jobber 
customers in competing for the business of dealers and other larger 
wholesale accounts. PPG has similar advantages in competing with 
its dealer customers for the business of consumers and other retail and 
dealer-level wholesale accounts. The nature of these advantages, de- 
riving largely from the company’s sheer size and monolithic integra- 
tion, is more fully explored in subsequent sections, and conclusions as 
to their propriety are reserved for those sections. 


*3 Hearings, p. 231. Compare Fourco: 60 percent to manufacturers, 25 percent to job- 
bers, and 15 percent to processors, id., P. 148; and American-St. Gobain: 57.5 percent to 
glass jobbers, 4.3 percent to sash and door jobbers, 18.3 percent to sash and door manu- 
a ee 18.4 percent to processors, and 1.5 percent to automobile manufacturers, id., 

# See testimony of W. B. Chase, en Shatterproof Glass Corp., hearings, pp. 286, 


ao ae. and testimony of Wayne E. Harding, Jr., president, Acme-Harding Glass, Inc., 
Dp 
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It is not so exactly true that any other U.S. flat-glass producer has 
“entered the flat-glass market at the wholesale and retail levels of dis- 
tribution.” All other producers sell to factory customers other than 
distributors (indeed, sales to manufacturers are often more important 
than sales to distributors) ; but no other producer has a company- 
owned merchandising system remotely comparable to PPG’s and all 
must rely largely or exclusively on the independent chain of distribu- 
tion for distribution to those classes of trade served by PPG’s system. 
In the case of LOF, some distribution of replacement auto glass is 
accomplished through the General Motors system; but the greater 
portion is sold through distributors.*> Distribution of window glass 
by certain manufacturers’ resales of excess requirements purchased 
originally for production use also constitutes a serious and continuing 
pr oblem to glass jobbers ;** but the subcommittee received no evidence 
that any mi inufacturer is connected with or encour ages such distribu- 
tion. 

While all of the three varieties of factory sales to customers other 
than distributors described above are a source of regret and sometimes 
grave concern to flat-glass distributors and dealers, no witnesses sug- 
gested legislation to curb or regulate sales in any of these categories, 
except one dealer representative's request for a legal prohibition of re- 
placement-glass dealings by automobile companies.*’ The latter sub- 
ject is tre: ted separately in section C of this ch 1apter. As for the other 
classes of distribution, the writer assumes that they are, and are rec- 
ognized by the industry to be, normal, logical, and proper courses of 
dealing for the particular sellers and buyers concerned. The third 
variety of factory-priced dual distribution—that by the independent 
laminators to newly created “distributors” who sometimes receive auto 
glass on consignment—is particularly annoying and disruptive to 
“established” jobbers and dealers; but this writer emphatically de- 
clines to criticize it. This is a case of the smallest glass manufacturers 
attempting to increase distribution of their products through the 
smallest distributors. For the Senate Small Business Committee to 
condemn these people would be ironical indeed. 

On the other hand, the independent laminators, in initiating “un- 
orthodox” distribution methods and making it possible for less respon- 
sible small businessmen to exert new competitive pressures on older 
markets, must recognize that the “established” manufacturers, jobbers, 
and dealers cannot and should not be expected to take such new com- 
petition lying down. If, having sown the wind, the laminators are 
themselves complainants before this committee when some future 
whirlwind is upon them, they should not be surprised if their recep- 
tion is not altogether sympathetic. An example of what might—and 
yerhaps should—happen as a reaction to the laminators’ action would 
the greater use of consignment selling and/or extended credit by 
the basic plate and sheet manufacturers. 


*% George P. MacNichol, Jr., president of LOF, testified: “In the years 1950, 1955, and 
1957, and in the first half of 1958, including both curved and flat parts (and, in the case 
of jobbers, including block sizes), Libbey-Owens-Ford sold a larger volume of automotive 
glass for replacement purposes to distributors than to General Motors.”’ ‘The percentages 
to distributors: in 1955, 55.4 percent ; in 1956, 57.4 percent; in 1957, 75.5 percent ; in the 
first 6 months of 1958, 85.1 S (hearings, p. 223). 


%6 Testimony of A. Alvis Layne, Jr., counsel, Flat Glass Jobbers Association, hearings, 
p. 167. 


87 Stanley Lehrer, counsel, United Auto and Flat Glass Dealers Association, hearings, 
appendix, p. 375. 
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B. EXPANSION OF RETAILING BY GLASS DISTRIBUTORS 


A second charge of flat-glass dealers at the July hearings (here para- 
phrased) was: Certain glass distributors are expanding their activities 
to compete with their own customers at lower resale levels and in sales 
to users. Among dealer witnesses who complained of distributor com- 
petition, and the essence of their complaints, were the following: 

Henry W. Kinzel, Kinzel’s Glass Co., Carmichael, Calif., told the 
subcommittee that he was unable to bid on glazing contract work be- 
cause of inability to compete, in terms of his costs and theirs, with 
W. P. Fuller & Co. and Cobbledick-Kibbe Glass Co., both large 
Western States distributors. Consequently, Mr. Kinzel said, he was 
confined to the auto-glass replacement business and reglazing work.* 

William J. Bassarear, Kansas City (Mo.) Glass Co., Inc., reported 
that a jobber of LOF products— 


from whom I have bought glass the past 25 years, started 
selling General Motors dealers and body shops at the same 
price they sold tome. * * * They also started to install glass 
in their shop this year, both to insurance companies and to 
the retail trade.*® 


Similar complaints appearing in the record (together with the hear- 
ings page number on which they will be found) were those of four 
California dealers complaining of W. P. Fuller & Co. (p. 6); City 
Glass Co., Oklahoma City, Okla., complaining of Campbell Glass Co. 
(p. 9) ; two Texas dealers complaining of Binswanger & Co. (p. 12); 
and Swartz Glass Co., Santa Monica, Calif., complaining of W. P. 
Fuller & Co. (p. 80). 

Basically, the complaint of dealers is that distributors purchase at 
factory prices, to which a wholesale or jobbing profit is added to de- 
termine the price the dealers pay. Hence, Enrelbuiocs who sell at re- 
tail, having a lower cost of goods sold, can sell below the price offered 
by dealers and make the same profit, or, if they sell at the same price 
as dealers, make a greater profit. The conclusion drawn by many 
dealers is that distributors should be barred from retailing. 

Distributors made these points in reply : *° 

(1) The typical flat-glass jobber started business as a flat-glass 
dealer and pate became a distributor by virtue of increasing his vol- 
ume to a point at which he became a desirable factory customer. His- 
torically the typical jobber has been engaged in retail distribution 
longer than wholesale. Hence, there is no historical argument against 
a jobber’s being engaged in retailing. 

(2) Notwithstanding this fact, distributors generally make most 
money by wholesaling, and the usual distributor (a) derives a low 
percentage of his total sales volume from retailing and () for that 
reason, does not wish to injure his most important market—dealers— 
by engaging in retail price wars with them. Such retailing as is done 
is done at “regular” retail price levels. 


% Hearings, pp. 42-43. 

8 Td., p- 73. 

“See hearings, testimony of A. Alvis Layne, Jr., Flat Glass Jobbers Association, pp. 
151-176; W. P. Fuller III, W. P. Fuller & Co., pp. 179-198; and Wayne E. Harding, c. 
Acme-Harding Glass, Inc., pp. 198-213, 325-331. 
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(3) Dealers themselves are forcing expansion of distributors’ retail- 
ing operations by increasingly finding ways to bypass distributors and 
obtain a factory source, with lower prices. In addition, jobbers have 
formidable competition from PPG’s warehouses in soliciting the busi- 
ness of dealers who do not have factory sources. 

With reference to the second of these points, Acme-Harding Glass 
Co.’s president testified that his jobbing concern derives 10 percent of 
its total sales from retailing and 90 percent from wholesaling. 

W. P. Fuller & Co., which is PPG’s sole distributor in the three 
west coast States and its principal distributor in the seven Western 
States, submitted the following breakdown of its glass sales: * 


TABLE 7.—W. P. Fuller & Co., classes of business and company’s estimate of 
percentage of total glass sales made to each 


A. Flat glass distribution : Percentage 

(1) Carload sales to distributors, manufacturers, and building- 
supply companies, at factory prices* 

(2) Less-than-carload sales to jobbers, building-supply and lumber 
companies, and glazing contractors’ 

(3) Sales to retailers: paint and wallpaper, picture framing, furni- 
ture-fixtures and novelty stores 

(4) Sales to insurance companies and maintenance accounts 

(5) Sales to consumers 


LN 


Subtotal, flat glass distribution 
. Flat glass contracting: glazing and reglazing 


3S 
i 00 


. Automotive glass distribution : 
(1) Sales to auto-glass jobbers 
(2) Sales to auto-glass replacement shops 
(3) Sales to auto dealers and auto repair shops 
(4) Sales to insurance companies (installed) 
(5) Sales to consumers (installed) 


%, 


to, 


mm Co OO OI 


Subtotal, auto-glass distribution 


. Pickup sales: sales to other distributors 
). Sales of specialty items, primarily mirrors, to various classes of trade__ 


Total 


1 “Performing a factory function” for the Pittsburgh Plate Glass Co. 
2 Customers sold at this level may also be customers of Fuller’s customers sold at level 
A(1), and so on down the line. 


Source: W. P. Fuller & Co., hearings, pp. 193, 194. 


Certain statistical operating data presented by the Flat Glass Job- 
bers Association are relevant to the charge of expansion of operations 
by distributors in competition with dealers.** 

(1) The number of jobbers reporting losses from operations was 
greater In 1957 in each of the three sales-volume brackets reported 
(under $500,000, $500,000 to $1,000,000, and over $1,000,000) than in 
either of the two preceding years. 


41 Glass sales amounted to 47 percent of W. P. Fuller & Co.’s total sales in 1957. The 
percentage was slightly higher in 1956. Paint manufacture and sales is the primary 
business of this company, and it competes with PPG paints throughout its Western States 
territory (hearings, p. 191). 

42 The full report on which these statements are based is reproduced in the hearings 
appendix, pp. 348-367. Statements comparing 1955, 1956, and 1957 data are based on 
reports of 86 members of FGJA submitting comparable data for those 3 years. State- 
ments of data for 1957 alone are based on reports of 46 to 49 members of FGJA giving 
data for that year alone. The membership of FGJA at the time these data were collected, 
and to all of whom questionnaires were sent, was approximately 174. Data were collected 
and compiled by Ernst & Ernst, certified public accountants, 
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(2) Typical profits, exclusive of profit on brokerage sales, and be- 
fore other income, other deductions, and taxes on income (stated as 
percent of net sales, excluding brokerage) are compared as follows for 
operating units reporting glazing and installation services: 


[Percent] 


Less than 15 percent of net sales___-__- 
More than 15 percent of net sales_ --- 





! No data shown because of small number of reporting companies. 


(3) For 36 jobbers submitting comparable data for 1955, 1956, and 
1957, the volume-profit relationship for the years 1956 and 1957 as 
related to the year 1955 was as follows: 


[Percent] 








Net sales, including brokers 
Profit (before other income, otit er deductions, and taxes on in- 
come)... _ ii 





(4) Retail sales reported by these 36 jobbers “were minor in 
amount and have been included with jobbing sales.” * 

(5) While tabular data were not presented, data presented in bar- 
eraph form for these 36 jobbers“ indicate that the percentage of 
their aggregate net sales attributable to glazing contracting sales in- 
creased slightly from 1955 to 1957 but was not as much as 15 percent 
in any of the 3 years. Brokerage sales were a more important factor 
than glazing sales in each year. 

As to competition between W. P. Fuller & Co. and its flat-glass 
and auto-glass dealer customers, the following assertions in the testi- 
mony of Mr. W. P. Fuller ITI of that company were impressive: 

(1) With reference to numbers of glazing-contract. competitors: 


The list comprises * * * 116 names and although we con- 
sider these firms to be our principal competitors, we estimate 
that there are more than 600 firms competing at various levels 
for the glass business in the West. This figure does not include 
the auto-glass shops as such. 

* * * * * 


I would like to add also that of the principal competitors 
listed * * * less than 10 percent buy the major part of their 
glass from us. That means in excess of 50 percent of their 
requirements. * * * Ican assure you * * * that if our qual- 
ity, price, and service are not competitive, our customers can, 
will, and do find other sources of supply, and they find them 
promptly. 

* * * * * 


Competition for glass contracts including labor is aggres- 
sive and keen and in at least 4 out of 5 cases we are unsuc- 


43 gs appendix, p. 355. 
“1Id., p. 357. 
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cessful in bidding, and, moreover, we bid on considerably less 
than all the work that is going on. 


(2) With reference to competition in auto-glass installation: 


We estimate that there are more than 1,000 auto-glass 
installation shops in the territory in which we operate. We 
own eight auto-glass shops in the whole seven Western States. 
However, we are equipped at 24 other locations to provide 
auto-glass service in a limited way. * * * 

* * * * * 


We spend three-tenths of 1 percent of our annual adver- 
tising budget in auto-glass advertising. We estimate that 
we install less than, or no more than, 3 percent of the auto- 
mobile glass installed in the West.** 


3) The estimated percentages of W. P. Fuller & Co.’s total glass 

Pr (which are 47 percent of total s sales), reported above, can be 

applied to the company ’s reported total sales volume “in excess of 
$70 million annually.” 

(4) W. P. Fuller & Co. ., in three of the seven States in which it 

operates, reduced selling prices to auto-glass shops by ‘ ‘approximately 


the full 20-percent reduction announced by General Motors” for the 
reason that— 
















We are not ourselves aggressively active in selling to auto 
dealers or to the insurance trade. Sales to auto-glass replace- 
ment dealers are the most important part of our auto-glass 
business. Our figures indicate that approximately 75 per reent 
of our auto-glass sales are made to them. We could not take 
the chance of irreparable injury to our principal outlets by 
not arming them to some extent to meet the competitive 
situation.* 








Conclusions.—Detailed and authoritative statistical data on which 
to base a firm conclusions on the extent of distributor competition 
with dealers in the flat-glass industry are totally lacking. On the 
basis of the above-summarized ev idence, however, the writer draws 
these tentative conclusions: 

Flat-glass jobbers, the most important class of flat-glass distribu- 
tors, are almost universally engaged in glazing contracting, to the 
extent of 10 to 15 percent of their annual sales, more or less. To a 
much lesser extent—both in terms of the percentage of companies and 
the percentage of — sales of those companies—jobbers make retail 
sales and/or auto- -glass installations. 

In all these activities—glazing contracting, flat-glass retailing, and 
auto-glass installation—they compete with dealers, who are their 
actual customers or of the class which comprises their customers. In 
such competition, jobbers have the advantage of lower (factory) 
prices for the glass they sell, but the disadvantage of higher over- 
head costs for warehousing and greater investments in ‘inventory. 
Few jobbers have been factory buyers since the inception of their 
businesses; they attained that status with age and success. All of 



























# Hearings, p. 185. 
4 1d., p. 180. 
471d., p. 191. 


48 Id., p. 197; see also p. 188. 
47643—60 ~+ 
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their dealer competitors would like to attain factory sources and, in 
some cases, are doing so by such relatively recent and “unorthodox” 
techniques as formation of cooperative buyin groups and (in the 
case of auto glass) by accepting “distributorships” for smaller pro- 
ducers (the independent laminators) whose terms for factory buying 
ure often less onerous than those imposed on jobbers by the plate 
and sheet-glass producers. 

The testimony and data, in the hearings and hearings appendix, 
and such additional information as has been compiled in staff studies, 

taken as a whole, do not support the charge that any distributor (in- 
cluding W. P. Fuller & Co.) or distributors amity are systemati- 
cally using their power (the ability to buy flat glass at lower cost) 
to price dealers out of the retail markets. While the record contains 
selected instances of distributors’ underbidding dealers on most classes 
of work, there are other selected instances of the reverse occurring. 
No general and inclusive statistics were presented by anyone. The 
writer's strong impression, on the basis of the whole record, is that 
flat-glass jobbers have a genuine interest in the welfare of their dealer 
customers which far exceeds any present interest they may have in 
direct retailing. 

The further impression is formed from the record that dealers, 
generally, may at present be more energetic in their efforts to bypass 
jobbers and find a factory source than jobbers are in their efforts to 
bypass dealers and sell the consumer. The hearings produced few if 
any expressions of regret from dealers as to PPG’s activities in com- 
petition with jobbers; but jobber witnesses expressed considerable con- 
cern about PPG's competition with dealers. 

The writer would not wish dealers to take the foregoing to be critical 
of them. On the contrary, the aspiration of the retailer to grow sufli- 
ciently to attain factory buying—and to take factory buying without 
growth if he can get it—is a normal and wholesome one. Rather, the 
purpose of the observation is to advise dealers that their fears about 
the possibility of their being driven out of business by distributors, 
as a matter of desire and plan, are at least premature. 

On the other hand, competition of PPG and the auto companies 
threatens to make increasing inroads into the markets of the entire 
independent distributive system—jobber and dealer alike. To meet 
that threat, jobber and dealer both must strive to increase efficiency— 
which is a euphemistic way of saying that they must operate on a lower 
total markup from factory to consumer. Forces largely outside the 
independent chain of distribution are pushing the distributor to inte- 
grate forward and pushing the dealer to seek lower cost factory 
sources: in short, to squeeze the wholesale and retail levels of flat-glass 
distribution into one. This writer believes the independents at both 
levels should meet those pressures positively, not defensively, and 
consider ways in which this progressive trend might be expedited 
instead of bucked. Some suggestions are offered later in this report. 
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C. COMPETITIVE PRESSURE FROM THE AUTOMOBILE COMPANIES 


A third charge of glass dealers (here summarized) was: 7'he two 
leading automobile manufacturers, General Motors and Ford, are 
pushing their franchised new-car dealers to become active in the auto- 
glass replacement business. General Motors has drastically cut the 
prices at which it sells glass to its dealers.* 

The essence of the complaint of glass dealers, whose alarm was 
echoed by witnesses representing Pittsburgh Plate Glass Co., Shatter- 
proof Glass Corp., and glass jobbers, was that General Motors Corp., 
on July 1, 1958, reduced its list and net prices on curved GM auto- 
glass parts offered for sale by it to its new-car dealers by approxi- 
mately 20 percent plus across the board. The effect was to make the 
net prices to GM dealers of GM glass parts purchased from General 
Motors approximately equal to the net prices at which auto-glass 
dealers were able to purchase the same parts from independent. job- 
bers or a PPG warehouse. This move made it impossible for glass 
dealers to meet the new prices and still sell windshields to General 
Motors dealers at a profit, which formerly they had been able to do. 

It also meant that those General Motors dealers who were unable to 
buy from glass distributors at prices equal to those given glass dealers 
now had a cost-competitive source for launching themselves into the 
glass-replacement business. (However, the record contains strong 
indications that auto dealers in many markets were able to purchase 
from glass distributors on the same terms as glass dealers prior to the 
GM price reduction. ) 

As one glass dealer put it, General Motors dealers were suddenly 
turned from customers into competitors. Fears were expressed that 
Ford, which unlike GM, makes a substantial portion of its own glass 
requirements,®°° might follow GM’s lead in cutting glass prices to its 
new-car dealers. 

Witnesses for Libbey-Owens-Ford Glass Co. (which is sole sup- 
plier of GM’s glass requirements and which makes over 60 percent of 
its total annual sales to GM) and for General Motors and Ford made 
these points in reply : 

(1) Automobile dealers, many of whom are no less small business- 
men than auto-glass dealers, have a perfect and logical right to be 
in the business of replacing broken auto glass as well as making any 
other auto repairs. Further, as competitors in the business of mak- 
ing auto-glass replacements, auto dealers and auto-glass dealers func- 
tion at the same horizontal level of distribution and should, therefore, 
be able to purchase auto-glass parts at the same prices. 

(2) At today’s prices for curved auto-glass parts, the profit poten- 
tial in glass-replacement sales is considerable. Auto dealers—many 
of whose businesses are depressed—need this additional source of 
profit. It is in the interest of the auto manufacturers to help them 
get it. 

Ts (3) Although (under orders of the Federal Trade Commission **) 
General Motors must pay LOF and Ford must pay PPG the same 


4 Dealers testifying on this point (and hearings page numbers on which their testimony 
will be found) were: Samuel Williams (pp. 20, 23), E. H. Siesel (pp. 34-38), Charles W. 
Burhans (p. 61), William J. Bassarear (pp. 70-78), Ray Swartz (p. 79), William H. 
Hendel (pp. 81-86). 

% Hearings, pp. 299, 307, 308. 

*t See ch. I, sec. C, p. 32. 
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prices for auto glass to be sold in the replacement market as inde- 
pendent distributors do, General Motors itself still realizes an excel- 
lent profit on glass sold at the new reduced prices. (In November 
1958, furthermore, General Motors raised its net prices about 5 percent, 
or one-quarter of the way back to the previous level, so that now they 
are are ally slightly higher than the net prices paid to glass jobbers 
by glass dealers, applying the latter’s usual discount to the “NAGS” ™ 
list } prices.**) 

Conclusions. —The writer is of the opinion that the arguments and 
facts advanced by LOF, GM, and Ford, summarized above, are un- 
answerable, in logic and economics, and therefore accepts those argu- 
ments. This statement is made with full awareness of the conse- 
quences to a particular group of small businessmen; namely, those 
auto-glass dealers whose principal customers were the Gener al Motors 
dealers. Members of that group are in a position somewhat similar 
to that of a flat-glass jobber whose principal auto-glass-dealer cus- 
tomer has just become a Shatter proof distributor and now buys at 
factory prices, and whose two largest glazing-contrator customers 
have suddenly grown to a point where they have become factory 
buyers and are, accordingly, simultaneously lost to the jobber as cus- 
tomers and rendered more formidable as competitors. 

This situation, catastrophic though it may be—temporarily or per- 
manently—for the individual competitor, ¢ cannot fairly be described 
as regressive or dangerous to competition. No glass jobbers s and rela- 
tively few glass dealers were in the unfortunate ‘position of depending 
largely or exclusively on the trade of GM dealers, or of auto dealers. 
Competitors i in the independent chain of auto-glass distribution who 
buy at wholesale (dealer’s) prices are on an even footing, in terms of 
costs, with their fellow small-business competitor, the new-car dealer, 
in soliciting the business of such other classes of trade as insurance 
companies. Competitors in the independent chain who buy at fac- 
tory prices, of course, are at a considerable cost advantage over the 
new-car dealer, just as they are over the auto-glass dealer. The 
auto company-auto dealer chain of distribution is a two-level chain 
and directly comparable to the two-level chain of independent distri- 
bution. Hence, under the present system, the independent chain 
should be able to meet the GM chain. Where the independent chain 
can meld its two-level, two-profit system of distribution into a one- 
level, one-profit system, it should be able not only to meet but beat GM 
and Ford, for in those systems it seems likely there will always be 
two profits to be made in glass distribution. 

Furthermore, it seems likely that many auto dealers will remain re- 
luctant in the future, as they have been in the past, to take on the extra 
costs, skilled labor, and risks incidental to entering the auto-glass re- 
placement business. These auto dealers will continue to turn to glass 
specialists for replacement products and services. 


2 Hearings, p. 264. The term “percentage spread,’ the subcommittee has ascertained 
from General Motors, was used by GM in its statement to mean the percentage of selling 
price represented by markup. If markup is stated as a percentage of cost, it will be noted 
that the percentage markup taken by Chevrolet Division after its July 1, 1958, price cuts 
and before the November 1958 price increases was close to or more than 100 percent. 

583“*National Auto Glass Specifications’ published by NAGS Publishing Co. 

St See hearings appendix, pp. 368, 369. 
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D. THE DEALERS’ CHARGE OF “UNREASONABLE” AND “BELOW-COS'T” PRICING 
BY GLASS MANUFACTURERS AND DISTRIBUTORS 


A fourth charge of glass dealers can be stated in the exact language 
of one of the “conclusions” drawn by Mr. Cassedy on behalf of the 
NA&FGDA (hearings, p. 15) : 


Certain glass manufacturers and suppliers, particularly 
Pittsburgh Plate Glass Co., * * * are engaged in the sale of 
glass products in the retail market at unreasonably low or be- 
low-cost prices in violation of the Federal Trade Commission 
Act and the Sherman antitrust law. 


“Unreasonable” pricing by—or to—competitors was at the heart 
of every complaint received by the subcommittee from glass dealers, 
in testimony, in correspondence, and in conferences. All other com- 
plaints, in fact, are but aspects and amplifications of this one. 

Pricing systems for flat glass are multitudinous and complex, and 
prices vary with the product, the seller, the region, and the heat of 
competition obtaining at the time of a given sale. For purposes of 
fair discussion of the issue stated in italics, no general summary of the 
industry’s pricing methods is necessary; instead, the explanations of 
this subject presented by several witnesses are noted in the margin © 
and, in appendix IV, there appears a guide to the numerous tables and 
lists of prices appearing in the hearings and the hearings appendix, 
and cited in appendix V of this staff report, divided into product clas- 
sifications. 

Most testimony received by the subcommittee was concerned with 
curved automobile windshields. To understand the nature of the com- 
plaints and to evaluate their validity, it is useful to consider the actual 
pricing of some representative windshields. In the next table, table 
8, pricing of 5 selected curved windshields in 20 typical transactions 
is illustrated. At each of the three principal levels of distribution 
(factory, wholesale, and retail levels), sales in the three principal 
chains of distribution at various times in 1958 and early 1959 are set 
forth on the basis of the then current and applicable pricelists. The 
sources of prices shown in the table are identified in footnotes, together 
with citations to such of the pricelists as are published in the hearings 
and hearings appendix, and to additional pricelists retained in the 
committee’s files and described in appendix V. 


5 See testimony and exhibits, in hearings and hearings appendix, of Joseph Rosenfield, 
Phil’s Glass Co., Chelsea, Mass. (discussion of list-and-discount pricing of auto glass to 
and by auto-glass dealers), p. 28; Felix T. Hughes, Pittsburgh Plate Glass Co. (discussion 
of glass pricing), pp. 138-146, 378, 468-472 : Russell Rice, Fourco Glass Co. (all glass sold 
by Foureo is sold at net prices, not list-and-diseount), p. 148: W. P. Fuller III, W._P. 
Fuller & Co. (discussion of glass pricing), pp. 184-185, 194-195; Wayne E. Harding, Jr., 
Aeme-Harding Glass, Ine., Topeka, Kans. (discussion by a jobber of “the various means 
of pricing glass’), pp. 207-209; George P. MacNichol, Jr., Libbey-Owens-Ford Glass Co. 
(most glass sales by LOF are at net prices, not list-and-discount; pricing to GM), pp. 
217-223, 232, 233: Otto G. Schwenk, American-St. Gobain Corp. (pricing of flat-glass 
products), pp. 315, 316, 
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A few general observations are here in order about pricing in the 
flat-glass industry, based on data in table 8 and information in the 
record, that can most usefully precede consideration of specific com- 
plaints of dealers. 

(1) Prices shown in the factory sale (level 1) transactions in table 
8, on lines 6—a, 7-a, 8—a, and 9-a, are maximum prices that would be 
paid by the customers shown—the factory prices of single windshields 
in cartons. Actual prices paid by factory buyers would usually be 
about 10 percent less, by virtue of purchasing in pallets of 6 to 25 or 
more windshields of identical pattern. However, the savings realized 
by pallet buying are largely balanced by freight-in, reshipping, car- 
toning, and other incidental costs, so that the distributors’ unit cost 
figures in lines 10-b, 11-b, 12—b, 13-b, and 14~b—which costs are ob- 
tained by taking the single-windshield-in-carton prices shown in the 
level 1 transactions and adding 8 percent Federal excise tax—are 
deemed to be not unduly high. If average costs per windshield of 
warehousing and time-in-inventory capital tieup were factored in, 
these costs might be somewhat low. 

(2) PPG prices replacement auto-glass parts to Ford, and LOF 
prices replacement auto-glass parts to GM on the same bases as to other 
deaaniain factory buyers.** Ford, however, makes a substantial por- 
tion of its own windshields for replacement purposes—about 80 per- 
cent in 1958. Ford’s cost basis of windshields shown on line 14-b of 
table 8, therefore, is only applicable to that minority portion of 
Ford’s replacement windshields purchased from PPG. The cost 
basis of the Ford-made windshields is unknown to the subcommittee. 
As to Ford-made windshields, the Ford Motor Co.’s sales to its dealers 
are perhaps more analogous functionally to a glass factory’s sale to 
an installing (retailing) distributor than to a PPG warehouse’s or in- 
dependent distributor’s sale to a glass dealer. In terms of pricing, 
however, the Ford-made glass to Ford dealer transaction still belongs 
at level 2 rather than level 1 because Ford does not give its dealers 
a “factory” price. Ford-made and PPG-made windshields are alike 
priced at levels closer to those paid by a glass dealer than those paid 
by a glass distributor with a factory source. Ford and General Mo- 
tors each publish list prices for all windshields and other glass parts 
for their own vehicles and offer their franchised new-car dealers net 
prices 40 (GM) or 45 (Ford) percent under their respective lists. 
The list and net prices published by these two auto Ste fre- 
quently vary from those published by the glass manufacturers; but 
the auto companies’ net prices to their franchised dealers are almost 
always fairly close to (and usually slightly above) the net prices paid 
to glass distributors by glass dealers. Where an auto dealer who en- 
gages in auto-glass installations can find a PPG warehouse or inde- 
pendent glass distributor to sell him at current glass-dealer dis- 
counts off the NAGS list, it is usually to the auto dealer’s advantage 
to purchase from that source rather than from the automobile manu- 
facturer.*? 

(3) PPG asserts emphatically that it charges its own warehouses 
the same prices for all types of flat glass that it charges independent 


56 See ch. I, sec. C, pt. 2, p. 32. GM purchases all its glass requirements from LOF. 
Ford purchases all its glass requirements not manufactured by itself from PPG, with the 
7 of a small percentage of requirements purchased abroad. 

& Compare lines 13—a and 14—a with line 12—a of table 8. See also testimony of William 
P. Hufstader, General Motors Corp., hearings, pp. 238, 258—260, 268. 
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factory buyers; hence, in lines 7, 8, 16, 18, 20, 22, and 25 of table 8, 
PPG warehouse and independent-distributor transactions are 
equated. It was not made clear during the hearings whether PPG 
transfers glass from a warehouse to a service branch or retail store 
(operated as “a physical extension” of the warehouse) at the same 
prices that the warehouse would sell to independent dealers. PPG’s 
testimony on the point was somewhat equivocal ; °° but in response to 
the direct question, “* * * doesthe warehouse parent * * * make and 
is it expected by you to make a profit on transfers to these physical 
extensions?” PPG’s witness, Felix T. Hughes, answered “No” ® 
and explained that only handling charges were imposed. Later, 
however, on March 30, 1959, PPG’s counsel, Cyrus V. Anderson, wrote 
the committee with reference to this question and answer, as follows: 


* * * Apparently Mr. Hughes did not fully understand 
your questions on this subject, because his answers to your 
questions were not complete. During his appearance before 
the subcommittee, Mr. Hughes did not bring out the fact 
that in March 1958 he had instituted a change in the pricing 
of automotive glass parts transferred from warehouses or 
service branches to retail stores and service centers under 
their supervision. This change in transfer pricing was ini- 
tiated in the Boston and Philadelphia areas, respectively, in 
April and May 1958. Thereafter, over a period of months, 
the change was made at all PPG retail stores and service 
centers. 

Under the present program, all transfers of automotive 
glass made by a warehouse or service branch to a PPG retail 
store or service center are invoiced to the retail store or 
service center at the current price then being quoted by the 
warehouse or the service branch to independent auto glass 
installation shops. Thereafter, the PPG retail stores and 
service centers receive a functional discount on all uninstalled 
(jobbing) sales made by them, The amount of this discount 
consists of the difference between the transfer price charged 
initially and the warehouse cost (i.e., PPG’s price to factory 
buyer customers). No discount, functional or otherwise, is 
available to the retail stores or service centers in connection 
with their purchases of glass which they install. Accordingly, 
these units have no price advantage over competing inde- 
pendent auto-glass dealers. Indeed, in many areas PPG re- 
tail stores and service centers are in direct’ competi- 
tion in the installation field with independent dealers who 
have factory sources of supply and, therefore, a lower price 
basis. For example, the PPG service centers in Philadelphia 
are competing in the installation field with, among others, 
Burhans Glass Co., a Guardian Glass Co. distributor, and 
PPG’s retail store in Malden, Mass., faces competition from, 
among others, Economy Glass Service, a Shatterproof dis- 
tributor, and Independent Glass Co., an LOF distributor. 


Hearings, pp. 142-144. 
Td., p. 148. 
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It is implied from the foregoing that, as to flat glass other than 
auto glass, a PPG retail store atill receives glass at the warehouse’s 
(factory price) cost, plus a handling charge, and that the same was 
true as to auto glass until 1958. Where that situation obtains, a PPG 
retail store can be more nearly equated with an independent distribu- 
tor’s separate retail outlet than with a glass dealer’s shop, insofar as 
cost of goods sold is concerned; but the Philadelphia and Boston 
auto-glass installation operations of PPG are now on an equal cost 
basis with independent dealers and on an inferior competitive cost 
basis with independent factory-buyer distributors who install auto 
glass. 

" (4) The writer has made no detailed analysis of the pricing of 
specific items of flat laminated glass, tempered backlights, flat tem- 
pered glass, window glass, and plate glass comparable to the analysis 
in table 8 of pricing of selected curved windshields. However, the 
impression received from testimony generally, and from consulta- 
tion with members of the industry at all levels, is that with all other 
flat-glass products, as with curved windshields, the factory buyer 
enjoys a significantly lower cost of goods sold than his competitor 
who lacks a factory source. While the percentage markups taken 
on each resale are often lower in other flat-glass categories than in the 
case of curved windshields, the relative positions of the first (or fac- 
tory) buyer competing with the second (or wholesale) buyer are 
about the same. These relative positions are illustrated in fines 15 
and 16 of table 8, which compare the percentage markups enjoyed by 
a retail dealer and a distributor making identical windshield instal- 
lations at identical prices. (Lines 17 and 18 make the same com- 
parison after PPG’s December 1958 list price changes.) The greater 
range within which the distributor can engage in price competition 
before he reaches an unprofitable level is obvious. 

(5) The five manufacturers ® which sell curved windshields to in- 
dependent distributors, at any given time usually are offering identi- 
cal windshields at identical prices. At the distributor level, there is 
also relatively minor and short-lived competition in the establishment 
of wholesale prices to retailers. For example, in Washington, D.C., 
in March 1959, the PPG warehouse, the Shatterproof distributor, and 
the leading LOF distributor were offering the selected windshields 
of table 8, above, at nearly identical prices to the auto-glass replace- 
ment trade. In sharp contrast, at the discount-retail level of installed 
sales to insurance companies and the straight-retail level of installed 
sales to uninsured car owners, price competition during the period of 
the committee’s study and, apparently, for the past several] years, 
has been commonplace and often vigorous. Following are three cur- 
rent examples: 


# PPG, LOF, Ford Motor Co., Shatterproof Glass Corp., and Guardian Glass Co., Ine. 
The latter two companies are “independent laminators” who make no plate or sheet glass 
themselves but manufacture windshields and other laminated and tempered glass products 
from plate and sheet glass purchased, for the most part, from PPG and LOF. Ford 
Motor Co., while it has long ate window, and laminated glass itself, and finished 
auto-glass parts, until recently used its entire production in its own automotive products, 
except for a portion sold to Ford dealers only for replacement parts. In 1959, for the 
first time, Ford began to sell auto-glass parts made by it to independent glass distributors. 
Chrysler Corp. has announced plans to manufacture laminated and tempered auto-glass 
parts for use in its own vehicle-manufacturing operations only. 

6 See see. F of this chapter. Ford’s prices on some or all of the auto-glass parts it has 
recently begun to sell to independent distributors are reportedly 5 percent lower than 
those of PPG, LOF, Shatterproof, and Guardian. 


60 DUAL DISTRIBUTION OF FLAT-GLASS PRODUCERS 


(a) In Washington, D.C., on February 27, 1959, telephone calls to 
18 glass shops and 3 Ford dealers in the metropolitan area (including 


nearby Maryland and Virginia), requesting an uninsured car owner’s 
installed price on a W244 clear windshield (1954 Ford), produced a 
range of quotations from $50.14 to $75, with 3 quotations under $60, 
5 between $60 and $70, and 11 between $70.01 and $75. One of the 
Ford dealers queried (the only one of the three who does his own 
installations) bid $64.60; the other two were over $70. These bids 
may be Sampara with the W244 prices on lines 23-a, 24a, and 25-a 
of table 8; but note that the prices there shown do not include an 
installation charge, which should be added for an accurate compari- 
son. (See examples in line 15-b of table 8.) PPG’s Washington 
warehouse does not install auto glass, nor do the local LOF and 
Shatterproof distributors. 

(6) On March 19, 1959, telephone calls were made to 19 auto-glass 
installation shops and to 2 General Motors dealers in the Philadelphia 
metropolitan area, requesting an insurance-account installed price for 
a W513 clear (1957 Chevrolet) windshield. Separate quotations on 
the windshield and the installation labor were obtained. The 19 
auto-glass shops included 1 PPG service center and 18 independents, 
At least one of the independents was a distributor-dealer (i.e., a fac- 
tory buyer of auto glass) ; the great majority, and probably all but 
one, of the independents were not factory buyers. Prices quoted for 
the windshield ranged from a low of $50.40 (two independent auto- 
glass dealers) to a high of $61.57 (an independent auto-glass dealer). 
Labor charges varied from $13 to $20, with most quotations falling 
between $15 and $18. The installed total quotations varied from a 
low of $65.40 to a high of $79.70 (one of the GM dealers; the other 
GM dealer’s price, installed, was $79.20. Both GM dealers bid $61.20 
on the glass alone). The lowest labor quotation was uot offered by 
the same company making the lowest bid on the windshield. PPG’s 
quotation was $57.60 for glass, $16 for labor, and $73.60 total, or 
somewhat above the arithmetical center of the spread. The installed 
total quotations of six glass dealers and the two GM deealers were 
higher than PPG’s; those of four glass dealers were the same; and 
those of eight glass dealers (including the factory-customer distribu- 
tor-dealer) were lower. The distributor-dealer quoted $54 for the 
windshield, $15 for labor, and $69 total. These quotations, as to the 
glass, may be compared with line 17-a of table 8, which illustrates the 
$54 net price obtained by the application of a 25-percent discount to 
PPG's 1959 list prices. The $57.60 price for a W513 is obtained by 
applying a 20-percent discount to the same list. Only the distributor- 
dealer quoted an insurance price of $54 on W513; but two independent 
dealers quoted $53 and two quoted $50.40 (30 percent off the 1959 
list). 

Q3 Telephone inquiries identical to those made in Philadelphia 
were made in Boston on March 20, 1959, again requesting separate 
glass, labor, and total quotations for W513 clear on an insurance 
account. Those contacted were PPG (which installs auto glass at its 
Boston warehouse, Quincy service branch, and Malden retail store), 
14 auto-glass dealers, and 1 independent distributor-dealer (factory 
customer of an “independent laminator”). PPG and the independent 
factory-customer dealer each quoted an installed total of $74.10; but 
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with different breakdowns between glass and labor. In PPG’s case it 
was $57.60 for the glass and $16.50 for the labor; in the distributor- 
dealer’s case it was $59.10 for the glass and $15 for the labor. No 
installed-total quotation was higher than $74.10; 10 of the independent 
dealers (including the distributor-dealer) quoted that same installed 
total and 5 quoted lower totals. The low total, offered by an independ- 
ent dealer, was $68.50, broken down $53.50 for glass and $15 for labor. 
The range on the windshield was from $53.50 to $58.31, with 10 quo- 
tations of $57.60, including PPG’s. On the labor, the range was from 
$15 to $17, with seven quotations of $16.50, including PPG’s. 

On the basis of the foregoing three surveys, variations in pricing of 
installation labor are believed to be as important as variations in pric- 
ing of the windshields themselves in explaining the substantial ranges 
of installed prices that exist in each city. It appears that many inde- 
pendent dealers and PPG do, but that some independents perhaps do 
not, attempt to make a profit on the sale of installation labor as well as 
on the sale of the glass. 


Specific complaints of dealers 

The cost-price complaints * of the subcommittee’s July 1958 wit- 
nesses, independent flat-glass dealers, can be divided into these cate- 
gories: 

(1) Competitors who are factory customers, some of whom are 
also suppliers to the complainants, enjoy lower costs of glass. 

(2) Competitors who are also suppliers to the complainants 
unfairly and arbitrarily raise prices to the complainants. 

(3) Competitors, some of whom are also suppliers to the 
complainants, unfairly and arbitrarily reduce prices to classes of 
trade served by both the complainants and these competitors. 

The first of these complaints is taken by this writer to be established 
in fact. Table 8 and the foregoing general observations, especially the 
fourth, have shown the nature and extent of the cost advantage that 
factory purchasers have over competitors who lack a factory source. 
The questions remain as to the nature and extent of actions by sup- 
pliers to raise prices to the complaining dealers and to underbid prices 
quoted by those dealers to their retail customers. 

Examples in the record of price raising to dealers are somewhat 
fewer than examples of price cutting to dealer’s customers. Among 
the former that were most impressive on their face were the com- 
plaints of glass dealers William Kryger, of Lincoln, Nebr.,®* and Ron 
Bushey, of Saginaw, Mich. Each complained of reductions in the 
discounts offered him by the local PPG outlet from which he pur- 
chased. A reduced discount, of course, means a higher net price. 
Each believed that the discount reductions were unreasonable. As to 
Mr. Bushey, PPG explained, © to this writer’s satisfaction, that his 
discount was lowered when he became a distributor for Shatterproof 
and greatly reduced the volume of his purchases from PPG. PPG’s 
explanation * of the Kryger price increase (“an error in billing,” 


* Other than price-discrimination and price-fixing charges, which are discussed separately 
in the next two sections, 


® Hearings, pp. 29-31. 
* Id., p. 69. 

® Hearings appendix, p. 713. 
*Id., pp. 710-711. 


47643—60—_5 
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which was later corrected by a credit) was less persuasive, especially 
in the light of a subsequent communication from Mr. Kryger replying 
to the PPG response.*’ However, the record as a whole cannot fairly 
be said to establish a regular pattern of conduct in this category on 
the part of PPG or any other company, in the writers’ opinion. At 
least one interesting instance of an opposite course of action on the 
part of a powerful supplier- -competitor of glass dealers appears in the 
hearings. Mr. W. P. Fuller III, of W. P. ‘Fuller & Co., testified that 
his company had reduced auto- glass prices to its glass- dealer custom- 
ers In some areas to enable them to meet lower prices offered to GM 
dealers by General Motors Corp.** 

Examples of price cutting by competitors who are factory buyers, 
to the great and sometimes disastrous disadvantage of distributors 
and dealers who are not factory buyers, are numerous. Some of the 
complaints of this type are those of Samuel Williams ® and Charles 
W. Burhans,”® both Philadelphia glass dealers; William Kryger and 
Ron Bushey, mentioned above; Clark Settles™ and Joseph Rosen- 
field,*? Boston-area ols ass dealers: and William J. Bassarear, Kansas 
C ity, Mo., glass dealer. A Baltimore glazing contractor, Stanley EK. 
Aronoff,” who is a PPG factory buyer, also complained of PPG com- 
petition. 

Mr. Williams complained, specifically, of PPG’s offering a 45 per- 
cent discount on windshield installations to Ford dealers in the Phila- 
delphia area, when the “going rate” of discount was 30 percent. 
PPG’s response, that this increased discount was established only 
to meet the price offered dealers by Ford Motor Co., must be con- 
sidered in the light of the fact that Ford has, since January 1957 at 
least, offered its dealers a 45 percent discount off its own list. Mr. 
Williams’ statement that auto-glass dealers can make little, if any, 
money by selling to Ford dealers at the prices available from Ford 
Motor Co. is borne out by line 19 of table 8, with the caveat, however, 
that the “cost to dealer” figures on line 19-b are the highest that any 
auto-glass dealer would be likely to pay, and many glass dealers would 
enjoy - substantially lower prices. In Philadelphia in January 1959, 
for example, PPG’s single-windshield discount to dealers was 50 
percent off the 1959 list, not 40-10 percent, and dealers whose opera- 
tions are as substantial as Mr. Williams’ would rarely purchase in 
single-light quantities. 

Mr. Burhans and Mr. Rosenfield complained that PPG had pub- 
lished in Boston in June 1957, insurance-installed auto-glass net 
prices lower than those prevailing in that market at the time. PPG’s 
response is well documented and persuasive in its argument that 
independent glass companies, including Mr. Rosenfield’s own_com- 
pany, led in reducing prices to insurance companies, and that PPG’s 


Boston warehouse ‘Tnerely met and did not initiate this price 
competition. 





®* Printed in full as app. VI of this report. 
6 Tiearings, p. 188. 

© Tlearings, p. 25. (PPG response. hearings appendix. pp. 714, 715, 789.) 

ee 2 52-61. (PPG response, as to Philadelphia, pp. 714-715; as to Boston, 
pp. —789.) 

1 1Id., pp. 44,47, 48. (PPG response, pp. 705-710.) 

721d., pp. 26-29. (PPG response, pp. 716-789.) 

731d., pp. 70-78. 

7 1d., pp. 39-42, 
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Mr. Settles complained of his loss of a store-front glazing contract 
to PPG’s Quincy, Mass., service branch when the latter bid the job, 
according to Mr. Settles’ statement of an admission of the branch 
manager, “at their bare cost of materials and labor” in order to obtain 
the customer as a paint account. PPG’s response admits not one but 
two instances in which it won store-front installations by under- 
bidding Mr. Settles’ (and/or other independent glass companies in 
Quincy), in both of which instances the customers subsequently 
placed paint orders with PPG. PPG further admits that the service 
branch’s markup over costs on one of these contracts was only 7 per- 
cent and on the other 10 percent. Inasmuch as the PPG service 
branch would have obtained its materials at factory prices plus 
“handling charges” (see general observation No. 3, p. 57, above), 
it seems probable that a 10 percent markup over its costs might well 
have left its total bid lower than the glass costs alone of a ¢ competing 
glazing contractor without a factory source. (Note the size of the 
independent distributor’s and PPG warehouse’s percentage markups 
over cost in sales to glass dealers on lines 10-d, 11-d, and 12-d of 
table 8.) This case, accordingly, is taken by the writer to be one well- 

established example of a PPG warehouse branch’s having used its 
lower costs of glass to win a contract sought by : competitor who 
lacked a factory source. A jobber-glazing contractor who was 
a factory customer of PPG, LOF, Franklin, or a foreign plate-g glass 
manufacturer, however, could have competed with the PPG outlet in 
this instance on a more nearly equal cost basis. 

Mr. Kryger told the subcommittee that PPG’s Lincoln, Nebr., serv- 
ice branch, at the same time it reduced his discount from 55 percent 
to 40 percent, increased the discount it wus offering to an insurance- 
company customer served by both from 30 percent to 40 percent. 
PPG’s memorandum of explanation and amplification of these bare 
facts is plausible and exculpatory on its face; however, Mr. Kryger’s 
initial testimony at the July hearings, and his subsequent memo- 
randum (printed in app. VI of this report) leave room for at least 
a suspicion that improper pressures were applied to Mr. Kryger by 
the Lincoln service branch manager. It must be noted th: at Mr. 
Kryger at all times had a source of auto glass competitive with PPG 
in an LOF jobber in Omaha, who continued to supply windshields to 
him at a 55-10 percent disc ount. 

Mr. Bushey’s charge of price cutting by PPG’s Saginaw, Mich., 
warehouse, as exemplified i in the sale of a windshield to: au garage at a 
discount comparable to that offered glass dealers, is answered by 
PPG, first, by saying that a garage that engages in auto-glass instal- 
lations is entitled to the same discount as auto- glass shops as a mat- 
ter of practice; but, second, that the transac tion cited was an isolated 
one and that PPG in Saginaw ordinarily gives garages a lower dis- 
count (higher net price) than auto-glass shops. It should be noted 
that, as a Shatterproof distributor, ‘Mr. Bushey is able to purchase 
most windsheild patterns at factory prices comparable to those paid 
PPG by the Saginaw warehouse and that, on the face of his entire 
testimony and PPG’s entire response, the competition between them 
is vigorous but normal and fair. 







™ For a further statement of Mr. Settles’ complaint, made a few months later before 
another committee, see hearings, “Fair Trade, 1959,” House of Representatives Committee 
on Interstate and Foreign Commerce, March 1959, p. 717. 
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Mr. Bassarear stated that a Kansas City distributor of LOF glass, 
his supplier, had begun to sell “General Motors dealers and body shops 
at the same price they sold to me. * * * They also started to install 
glass in their shop this year, both to insurance companies and to the 
retail trade.” Mr. Bassarear subsequently advised that this jobber 
had discontinued installations but was still selling General Motors 
dealers and body shops at prices identical to those offered auto-glass 
specialists. As to the sale to GM dealers and garages, the writer can 
only reiterate his earlier observation that these classes of trade are 
also small business and also retailers; that if they perform the same 
function, there would appear to be no reason why they should not 
purchase at identical prices; and, finally, that GM’s pricing to its 
dealers in many markets necessitates reductions by glass distributors 
and dealers alike in selling to them. The fact remains, of course, that 
the jobber can make a worthwhile profit on sales to GM dealers at GM 
prices, while the glass dealer, as a rule, cannot. (See sec. C of this 
chapter and compare lines 19 and 20 of table 8.) 

Perhaps the most serious charge of all against PPG was made by 
Mr. Cassedy, counsel to NA & FGDA, after the close of the hear- 
ings record, in a letter to the subcommittee dated February 9, 1959. 
The letter and PPG’s comments are printed in appendix III of this re- 
port. The complaint, in essence, is that PPG’s reduction of its auto- 
glass list prices in December 1958, accompanied by decreased percent- 
ages of discount to auto-glass dealers announced simultaneously by 
most PPG warehouses, has the effect of decreasing prices at which deal- 
ers can sell and increasing prices they must pay. Line 11-a of table 8 
shows the actual prices paid by dealers for a single windshield in a 
carton, applying PPG’s St. Louis warehouse’s 1958 discount of 50-10 
percent to the 1958 list. Line 12~a shows the higher prices for the 
same windshields resulting from the application of the St. Louis 
warehouse’s new 40-10 percent discount to the 1959 (December 1, 
1958) list. Line 15-a shows the dealer’s selling prices for the selected 
windshields, computed by applying an insurance-company discount 
of 25 percent to the old (1958) list. Line 17—a shows the lower net 

rices resulting when a 25 percent discount is applied to the 1959 list. 

ines 15-f and 17-d reveal the “squeeze” on the dealer’s gross profit 
(markup) as a percentage of cost, in these circumstances, to be from 
66.7 percent down to 38.9 percent. PPG made no change in its fac- 
tory prices at the time of its December change in list prices; however, 
it must be noted that PPG in June 1958 reduced factory prices 10 
percent without changing its list. 

Transactions on lines 11 and 12 of table 8 are approximately actual 
for the St. Louis market; the price increase to dealers is real, and in 
the amounts shown. The transactions on lines 15 and 17, however, are 
hypothetical and illustrate a more extreme situation than probably 
exists anywhere. Mitigating factors are: (1) Dealers are not obliged 
(except by competition) to give insurance companies the same discount 
off the 1959 list that they applied to the 1958 list. In Philadelphia, 
PPG pointed the way by changing its insurance discount from 25 per- 
cent off the old list to 20 percent off the new. This still produces a 
somewhat reduced net price; but the reduction is not as drastic. (2) 
The increase in PPG’s net prices to dealers is more extreme in St. 
Louis than in most other markets. In Philadelphia, again, PPG’s 
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warehouse and branches give auto-glass dealers a 50 percent discount 
off the new list as compared to a 50-10 percent discount off the old. 
By this formula, the glass dealers’ net price increase in that market 
is measured in mere pennies (compare lines 11—a and 24~-b of table 8). 
In Boston, the dealers’ net price has actually been reduced a few cents 
on many windshields by the application of a 40-10—-5 (or net total 
48.7) percent discount to the 1959 list, as compared to the prior 50-5 
percent discount applied to the 1958 list. Nevertheless, the final re- 
sult of PPG’s list price juggle of December 1, 1958, together with the 
various warehouses’ contemporaneous adjustment of discounts, ap- 
pears in most markets to be an increase in the auto-glass dealer’s net 
costs of windshields and a decrease in the net prices at which he sells 
them. PPG’s response to Mr. Cassedy’s charge virtually concedes 
these effects but declares the list price changes to have been necessitated 
by the list and net prices published by Ford and General Motors to 
their new-car dealers (app. IIT). 


Conclusions 


There is no evidence in the subcommittee’s record that any PPG 
merchandising outlet has sold flat-glass products below its costs, even 
in isolated transactions. There is abundant evidence, on the other 
hand, that PPG outlets—and also independent factory buyers—are 
well able to and sometimes do sell flat-glass products to users at prices 
as low as and occasionally lower than the costs of their nonfactory- 
buyer competitors. Table 8 demonstrates clearly that the factory 
buyer of windshields can sell windshields to users at prices which 
would be both profitable to him and lower than the costs of his non- 
factory-buyer competitor. Without having made a comparable analy- 
sis of cost-price data for other categories of glass, this writer is per- 
suaded that the relative positions of competitors who are and are not 
factory buyers is the same in all types of flat glass. ‘To the nonfactory 
buyer, pricing by a factory-buyer competitor below the costs of the 
former, even if profitable to the latter, naturally appears “unreason- 
able.” And even if the factory buyer sells at the “established” retail 
srices (which seems to be more common than price cutting), his posi- 
lane, even if profitable to the latter, naturally appears “unreason- 
ably” superior, because his markup is so much greater. (Compare 
dealer markups on lines 15, 17, 19, 21, and 24 of table 8 with the dis- 
tributor markups in identical-price transactions on the lines next fol- 
lowing each.) Finally, from a consumer’s-eye view, there is a real 
question whether the percentage markups reflected in line 24 (dealer 
transaction), much less line 25 (distributor transaction), of table 8 
represent a “reasonable” cost of distribution. 

o the independent flat-glass dealer who (in many cases) has in- 
vested time and capital in his business on the supposition that those 
above him in the distributive chain, who enjoy factory prices, will sell 
only to him, the dealer, it plainly seems “unfair” when his supplier 
sells to his customer, even at the same retail prices. When the supplier 
sells the dealer’s customer at the dealer’s costs, fair or unfair, it is 
utterly disastrous. 

To the public and the economy, however, the question must be 
whether the dealer’s function is being performed as efficiently, and 
more economically, by those who enjoy the lower costs; whether flat 
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glass will continue to be as readily available, in truly competitive mar- 
kets, and at a lower total cost of distribution to the consumer. If so, 
it would be wrong for Government to take action to buttress and up- 
hold a price level that is profitable to nonfactory buyers; instead, the 
efforts of Government and the industry alike should be to encourage 
direct distribution by factory buyers at prices which are profitable to 
them but represent a lower total cost of distribution. These are the 
questions explored in subsequent sections of this report. Two all- 
important factors are: (1) Are the criteria presently used in the indus- 
try for determining which distributors may be factory buyers reason- 
able and fair? (2) Does the PPG merchandising establishment have 
competitive advantages denied or unavailable even to other factory 
buyers, and, if so, do those advantages threaten competition / 

Plainly, too, the price policies of ‘General Motors (which is LOF’s 
largest distributor of replacement auto glass) and of Ford (which may 
be PPG’s lar gest single auto-glass distributor and which is also a sig- 
nificant factor in auto- glass production) will always have an impor- 
tant and perhaps controlling effect on net prices charged at every dis- 
tributive level in the : auto-gl: iss field. The glass dealers have not per- 
suaded this writer that either Ford or General Motors, or their new- 
car dealers, are selling auto glass at unprofitable or even low-profit 
levels. To the contrary, it appears that the markups taken by the 
auto companies (lines 13-d and 14-d of table 8) and their dealers 
(line 23-d) are generally as high as those taken by flat-glass distribu- 
tors and dealers at etre able levels, and their costs are also equal 
or higher at each level. It does appear, however, that PPG, in its 
reaction to lower auto-company prices, has been more willing to "reduce 
its own prices and profits at the retail (installation) levels of its opera- 
tions, and less willing to make reductions at the wholesale and factory 
levels. No reduction whatever of factory prices occurred concur- 
rently with PPG’s December 1, 1958, reductions of list prices, and the 
varying discounts applied to the new ra by PPG warehouses appear 
to have held or increased net costs to glass dealers in more cases than 
they have lowered them. The writer does not believe that this actual 
fact situation is entirely consistent with PPG’s professed concern for 
either (a) maintenance of profits in its retailing operations as com- 
pared with its wholesaling and manufacturing operations, or (6) the 
competitive welfare of its independent glass- dealer customers. Price 
reductions to dealers purchasing at the warehouse level (similar to 
the reductions given by W. P. Fuller & Co. to dealers in three States), 
rather than price reductions at the installation level, would have been 
more persuasive of the earnestness of PPG's declared policies in this 
regard. 
























E. THE DEALERS’ CHARGE OF DISCRIMINATION BY MANUFACTURERS AND 
DISTRIBUTORS IN PRICING OF GLASS AMONG RETAILER PURCHASERS 


Another of Mr. Cassedy’s charges, or “conclusions,” 


NA & FGDA, was that: 


Certain glass manufacturers and suppliers, particularly 
Pittsburgh Plate Glass Co., * * * are discriminating in 
prices of glass between purchasers at the retail level in viola- 
tion of subsection (a) of section 2 of the Clayton Act, as 
amended by the Robinson-Patman Act. 


on behalf of the 
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Previous sections of this report, and particularly table 8, have dem- 
onstrated the tremendous cost advantage of the factory buyer in 
competing with a dealer who has no factory source and must purchase 
from distributors or the PPG warehouses. The consent judgment in 
the Flat Glass case ordered PPG and LOF each to increase their num- 
ber of factory buyers by at least 10 percent over the 1948 level. Each 
has complied ** but neither of these two companies, nor any other flat- 
glass producer nor independent laminator, will sell at factory prices to 
all applicants. PPG has a printed form letter ™ that it has sent 
to rejected applicants for factory-buying privileges, giving its sales 
policy reasons for “selective distribution” and citing legal authorities 
for its right to pursue this policy. 

The authorities cited by PPG all go to the legal point that the 
Clayton Act, as amended by the Robinson- Patman Act, has not 
changed the common-law right of a seller to select his customers in 
bona fide transactions. The PPG form letter to rejected applicants 
concludes: 


* * * [Wile are convinced that if we did not select our 
customers but rather sold from the factory to all comers 
indiscriminately, our present distributors would lose interest 
in our products—would not give them the sales effort and 
promotion required. Our factory costs would inevitably in- 
crease in the handling of many small orders. Our distribu- 
tion costs would increase and our sales decrease. 

This is our position. It is explained in some detail so that 
you may have a clearer understanding of our problem. But, 
we are interested in your reaction—W hat would you do in our 
place ? 

Do you agree with us? Or, would you have us sell direct 
from the factory all distributors and dealers in your terri- 
tory? Would you have us sell direct to the classes of trade 
that are now your customers? [Emphasis supplied. | 


The sentence italicized in the foregoing excerpt is somewhat amaz- 
ing, in view of the fact that PPG, in many territories, does exactly 
that; it does sell, through its merchandising outlets, directly to “the 
classes of trade that are now your [the rejected applicant’s] cus- 
tomers.” 

And it is those sales, not the exercise of PPG’s right of “selection” 
of factory customers, that give rise to the more serious Robinson- 
Patman Act question. It is those sales, further, that are not explained 
and justified in PPG’s brochure as persuasively as is its “selection” 
policy at factory level. 

In many American metropolitan markets today, served by one of 
PPG’s 73 warehouses and its “family” of branches and stores, the 
situation existing is this: PPG sells to an independent jobber in that 
market area from its factor y at factory prices. From its local ware- 
house, PPG also sells to a dealer at ‘wholesale prices, considerably 
higher than factory prices. (In selling the dealer, of course, PPG 
is competing directly and horizontally _ with its independent jobber 


7% As to PPG, see hearings, pp. 135-136; hearings appendix, pp. 467-468. See also 
App. III(B) to this report. No comparable data obtained from LOF. 
™ Hearings appendix, pp. 482—483. 
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customer.) The jobber customer and the dealer customer of PPG, 
who bought at two distinctly different prices from the self-same 
Pennsylvania corporation, then compete horizontally and directly in 
selling to the retail and insurance trade. (PPG’s warehouse and/or 
branches and stores in the area also sell to the retail and insurance 
trade, competing at that level with both the jobber and dealer cus- 
tomers of the corporation.) 

Although the testimony of dealers and their legal counsel to the sub- 
committee was extremely sketchy on the point, it is clear that this 
situation was the one that appeared to Mr. Cassedy to be a section 2(a) 
violation. However, this exact charge was the subject of an investiga- 
tion by the Federal Trade Commission that extended from about 1950 
to 1954. The Commission’s decision, after long and costly study, was 
to close the file without issuance of a complaint. The basis for the 
decision was that the provisions of the 1948 consent judgment in the 
Flat Glass case, enjoining PPG and other defendant glass producers 
from selling glass at any industry level at unreasonably low or dis- 
criminatory prices for the purpose of destroying a competitor or sup- 
pressing competition, afforded sufficient protection against abuse of 
the PPG practices under study. 

During the course of the FTC investigation, PPG advanced these 
arguments : (1) PPG has an undisputed legal right to sell at any 
level of distribution below the factory that it chooses, provided it does 
not seek to monopolize distribution at any level. (2) In selling at 
any level, PPG has a legal right—indeed, perhaps under its consent 
judgment burdens, a legal duty—to make a profit at that level. (3 
Obviously PPG cannot sell anyone from the warehouse level at the 
same price that it sells, in carload quantities, from the factory level 
and meet its costs of maintaining the warehouse, much less make a 
profit on the warehouse operation. Consequently, the argument con- 
cludes, the price differential between the factory and warehouse cus- 
tomers, even though they compete horizontally, is functionally and 
cost justified and therefore does not violate section 2(a). The net 
effect of this argument is to view the warehouse functionally rather 
than organizationally; that is, as if it were an independent customer 

rather than an integral part of the single corporation that is PPG. 

This viewpoint, it is further argued, makes business and economic 
commonsense, in that a prohibition of either PPG's factory sales to 
the jobber or of its warehouse sales to the dealer would in no wise 
improve the position of the dealer in his competition with the jobber, 
because the jobber would still be able to buy at factory prices from 
another glass manufacturer; and the dealer, unless he could attain 
factory- buyer status with some one or more manufacturers, would 
still be able to buy only at wholesale rather than factory prices. In 
terms of pricing, to force PPG to sell the jobber at the same ware- 
house prices as the dealer would (a) be inflationary in theory and (6) 
lose PPG the jobber’s business in practice. Conversely, the effect of 
forcing PPG to sell the dealer at the same factory prices offered the 
jobber | would be to make the warehouse a nonprofit and possibly loss 
operation, whereupon PPG would close it and the number of com- 
— sources from which the dealer could buy glass would be lessened 
vy one. 
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The extent to which the foregoing argument influenced the Federal 
Trade Commission’s decision not to file a section 2(a) complaint 
against PPG is not known; but this writer would concede that the 
logic is forceful. 

There remains the issue of price discrimination among horizontally 
competing customers of a PPG warehouse or of an independent dis- 
tributor. The writer has not found in the hearings record any speci- 
fic complaints in this category against indepet ident distributors. The 
principal charges in this category against PPG outlets were those of 
William Kryger and Ron Bushey. The complaints of these dealers 
are amply discussed in the proc eding section, in which it was concluded 
that the action of PPG’s Saginaw, Mich., warehouse in reducing Mr. 
Bushey’s discount, on the grounds of decreased purchases, was appar- 
ently justified. The complaint of Mr. Kryger against the Lincoln, 
Nebr., service branch appeared to be worthy of study by the antitrust 
enforcement agencies. The attention of those agencies might well be 
directed to the recor d, as it relates to the Kryger charges. 

Conclusions.—The single most important and serious problem of 
independent flat-glass dealers is the fact that certain classes of their 
competitors at the retail level of trade are able to purchase glass at 
factory prices, while the dealers must purchase at considerably higher 
wholesale prices. The privileged competitor classes are (a) PPG 
warehouses, and (6) independent factory-customer distributors for 
PPG, LOF, and other glass producers. The factory-customer dis- 
tributor can compete with the PPG warehouse in the retail market 
on fairly equal terms, with one qualification discussed in part 1 of 
section H of this chapter. The dealer cannot compete on equal terms 
with either the PPG warehouse or the independent factory customer 
unless one of two things happens: either the prices at which the ware- 
house and distributor patel 1ase must be raised to the wholesale level, 
or the prices at which the dealer purchases must be reduced to the 
factory level. 

As suggested in the foregoing discussion, there is at least an argu- 
ment that PPG’s practice of pricing glass at one level to its factory 
customers and at a higher level to its warehouse customers violates 
the Robinson-Patman Act, when the two customer classes compete 
horizontally. But any action to force PPG to raise prices to its 
factory customers to the same level charged warehouse customers 
would solve no one’s problems.* The only effect of that move would 
be to make PPG lose all its existing factory customers to competing 
glass producers. The only real solution for the retailer is to be able 
to purchase at factory prices, at least in those markets in which fac- 
tory customers, whether of PPG or any other producer and whether 
manufacturer-owned or independent, are competing in the perform- 
ance of retail services. 

The foregoing statement squarely raises a public policy question of 
utmost importance: Should a manufacturer have an unqualified right 
to reject applications for factory-buying privileges, where the rejected 
applicant is engaged in direct horizontal competition with existing 
factory customers or factory outlets of that manufacturer ? 


7 Certain proposals for legislation designed to equalize costs as between factory outlets 
and factory customers, on the one hand, and retailers with no factory source, on the 
other, by forcing manufacturers to charge higher prices to the factory outlets and factory 


customers for goods sold at retail, are analyzed and rejected in ch. 1V, sec. B of this 
report. 
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‘Lhe arguments for “selective distribution” (a neni term for 
the manfacturer’s absolute right to reject arbitrarily any application 
for factory-buying privileges that he chooses), reduce to two main 
points: (1) A manufacturer cannot afford to handle small orders at 
the factory; small orders must be handled by distributors; and (2) 
factory buying is the proper and exclusive prerogative of those who 
intend to distribute at wholesale, i.e., to serve those classes of the re- 
tailer trade unable or unwilling to purchase in large enough quantity 
to justify acceptance of orders at the factory. 

This rationale is defensible in a strict two-level system of distribu- 
tion, in which the wholesale and retail functions are sharply defined 
and clearly separated. In this writer’s view, however, the argument 
breaks down completely when some wholesalers begin to retail 
and/or when some retailers are permitted to purchase at the factory. 
Both situations are now increasingly common in the flat-glass in- 
dustry. 

It is, therefore, concluded that, in the flat-glass industry and pos- 
sibly several others, the time is past due for a serious second look at 
the propriety of existing practices and criteria employed by producers 
who engage in “selective distribution.” ® Asa means of fostering such 
a careful review by industry and by the Congress, it is recommended 
that a bill be introduced which would have these provisions: 

(1) The bill would regulate and limit selective distribution practices 
of a certain specific class of manufacturers and producers: those whose 
»roduct is distributed by factory outlets or factory customers engaged 
in horizontal competition with distributors or dealers who have no fac- 
tory source for the product. 

(2) Manufacturers or producers in that category would be deemed 
guilty of an antitrust-law violation, if they denied any application for 
factory- or primary-buying privileges that included a showing of 
sach of the following points: 

(a) The applicant is in the business, or is financially and other- 
wise qualified to enter the business, of distributing at wholesale 
or retail or both the product or some products of the producer. 

(6) Insuch distribution, the applicant faces or will face, in his 
immediate market, horizontal competition from distributors or 
dealers who are factory outlets or Slory customers of the pro- 
ducer. 

(c) The application includes an undertaking to purchase, for a 
period of not less than 3 months, a dollar volume of the producer’s 
product equal to that of the lowest volume purchasers now rec- 
ognized by the producer as factory or primary customers in com- 
parable market areas. 

(d) The applicant’s business ability, plant, equipment, and 
credit standing are not demonstrably inferior to that of the pro- 
ducer’s smallest existing factory or primary customers. 

(3) The producer would not be permitted to refuse to accept any 
application, or to discriminate in filling orders of an already accepted 
primary customer, on the ground that the application represents or 
the orders involve more than one purchaser; but, in such cases, the 




























































7 See, generally, Vernon A. Mund, “The Right To Buy and Its Denial to Small 
Business,’”’ report prepared for the Senate Small Business Committee, 85th Cong., 1st sess., 
8. Doc. 32, 1957; and, by the same author, ‘““The Right To Buy, 1959,” committee print, 
Senate Small Business Committee, 86th Cong., 1st sess., 1959. 
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producer shall be permitted to impose differentials which make only 
due allowance for the differences in the cost of handling and shipping 
that result from multipurchaser orders. 





F. THE DEALERS’ CHARGE OF PRICE FIXING BY MANUFACTURERS 














Next on NA & FGDA Counsel James W. Cassedy’s list of charges * 
was the following: 


Certain glass manufacturers and suppliers, particularly 
Pittsburgh Plate Glass Co., * * * are engaged in price fix- 
ing in the sale of flat glass in violation of the Sherman anti- 
trust law, 


If the dealers and their legal counsel, in their testimony and ex- 
hibits, presented any ev idence to support this charge, it has escaped 
this writer’s notice in a careful study of the hearings and hearings 
appendix. While it is frequently noted i in the recor d that price com- 
petition among flat-glass manufacturers is, to say the least, less than 
vigorous, after Mr. C “assedy” s initial and general charge , quoted above, 
the subject of price fixing was not again mentioned. ‘Indeed, the only 
allegation of any specific combination or conspiracy is restraint of 
trade was made by PPG, which charged * Philadelphia glass dealers 
with having agreed to boycott PPG’s warehouse in that city in retalia- 
tion for PPG’s entry of the autoglass installation market there. The 
committee has received letters from several Philadelphia dealers who 
attended the meeting at which the alleged boycott agreement was 
made, categorically denying that any such subject was so much as 
discussed. No conclusion on that subject is drawn, nor is any believed 
to be necessary in the context of this study; except that PPG might 
be referred to the first of the three paragraphs from its own form letter 

quoted in the next preceding section for a possible explanation of its 
destintugs jobbing sales volume in Philadelphia. 

As of March 1959, when the study here reported was completed, the 
factory prices of windshields of identical pattern made by the four 
domestic windshield manufacturers * who regularly sell to independ- 
ent distributors were within 5 cents of each other, and had been since 
on or about July 1, 1958. Lines 8 and 9 of table 8, with the footnotes 
thereto, reveal the Virtual identity of factory pr ices of selected wind- 
shields as sold by PPG, LOF, and Shatterproof during the July 1958- 
March 1959 period. The writer is advised that Guardian’s s prices were 
also identical. 

Throughout 1957 and perhaps somewhat earlier, and during the 
first 6 months of 1958, it is interesting to note that LOF’s net factory 
prices were lower than PPG’s for identical windshields made by 

zach. Lines 6 and 7 of table 8, comparing LOF and PPG factory 
prices for selected windshields’ as of March 1958, would, on their 

































® Hearings, p. 15. 

®1 Hearings, appendix, pp. 714-715. 

8 LOF, PPG, Shatterproof Glass Corp., and Guardian Glass Co., Inc. MThe only other 
American manufacturer of curved windshields, Ford Motor Co., until early in 1959, never 
sold to the glass trade but only to its own dealers. Under policy change initiated about 
February 1959, Ford began selling most of its own glass parts and some Chrysler parts 


to independent distributors. Prices offered by Ford are 5 percent under PPG’s and LOF’s 
factory prices. 
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face, give a contrary impression. However, LOF’s prices, shown on 
line 6-a, up to June 30, 1958,** were subject to a 10-percent quarterly 
rebate to factory customers. PPG’s identical prices, shown on line 
T-a, were subject to only a 4-percent quarterly rebate, producing a 
PPG final net price 6 percent over LOF’s. It is believed that short- 
age conditions obtaining through much of this period may have 
enabled PPG to maintain these higher prices. On June 16, 1958,5* 
PPG discontinued its 4-percent quarterly credit plan and reduced its 
January 15, 1958, factory prices * by 10 percent across the board. 
As of June 30, LOF discontinued its quarterly credit plan but sub- 
stituted the same day a 10-percent net reduction in its then-current 
factory pricelist. A Shatterproof pricelist dated June 15, 1958, con- 
tains factory prices which appear to be uniformly 4 or 5 cents higher 
than those announced by PPG on June 16, 1958. 

Conclusions.—The charge of price fixing by glass manufacturers 
has not been substantiated.** 


G. THE DEALERS’ CHARGE OF THREATENED MONOPOLY 


A three-pronged charge of monopolization and a trend to monopoly 
completed the “conclusions” of NA&FGDA Counsel Cassedy, in these 
words: 


Certain glass manufacturers and suppliers, particularly 
Pittsburgh Plate Glass Co. * * * (6) are gradually cap- 
turing and taking over the business of the independent re- 
tail glass dealers; (7) are substantially injuring and de- 
stroying competition at the retail level in the glass industry ; 
and (8) are creating a vertically integrated monopoly in the 
manufacturing, wholesaling, and retailing of glass prod- 
ucts.*" 


The argument of glass dealers and some glass distributors in sup- 
port of these charges, in essence, is this: PPG, the only flat-glass 
producer with company-owned distribution outlets, does not need to 
make a functional profit on its wholesale and retail operations. The 
primary purpose of these operations is to increase PPG’s volume, 
market share, and gross profit at the production level; profit at the 
resale levels is incidental. It is enough if the distribution functions 
break even; it is no catastrophe if an isolated unit occasionally oper- 
ates at a loss, since the operation of other units at a functional profit 
will compensate for that loss and all units are increasing factory 
volume, factory profits, and, most importantly, market share. The 
independent distributor and dealer, since they must add profit to 
cost, cannot compete in price with PPG units performing the same 
functions, even if the latter’s costs of goods and operation are the 


83 See hearings, pp. 219-220. 
% Hearings, appendix, p. 634. 
% Id., pp. 613-616. 

% In companion civil and criminal actions filed June 9, 1959, by the Antitrust Division, 
Department of Justice, an association of auto-glass dealers in the metropolitan New York 
area was charged with price fixing and certain other actions in restraint of trade (United 
States v. Auto Glass Dealers Association, Inc., et al. (two cases of the same title) 
U.S.D.C., S.D., N.Y., Civil Action No. 147-53 and Criminal Action No. 159-112). As of 
Oct. 1, 1959, the status of these actions was as follows: in the civil case, answer filed by 
defendants (the association and three of its officers) on Sept. 15. 1959, trial date not 
set; in the criminal action, motion for bill of particulars filed by defendants and argument 
on the motion set for Oct. 19, 1959. 

8? Hearings, p. 15. 
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same. (Actually, as shown in sec. D of this chapter, the PPG units’ 
cost of goods is often lower.) The ultimate result can only be the 
destruction of all independent competition to the PPG outlets. When 
independent distribution has been eliminated, the argument concludes, 
other producers, lacking both PPG’s well-established system and the 
vast capital resources requisite to setting up an equivalent one, will 
become less important competitive factors to PPG at the production 
level, and the smaller of them may even be forced to the wall. Ver- 
tical mone in glass production and distribution will have become 
an accomplished fact, and another area of American enterprise will 
be closed forever to independent small business. 

LOF, it is further contended, recognizes the implications for its 
position at the production level of the expansion of PPG’s operations 
at the wholesale and retail distribution levels. The deep July 1, 1958, 
cut by General Motors in the prices at which it offered auto glass to 
its new-car dealers was seen by some glass dealers to have been in- 
spired or encouraged by LOF in an effort to protect its share of the 
replacement auto-glass market. LOF could not, of course, have re- 
duced its prices to General Motors on glass sold for replacement usage 
below the prices offered to independent distributors; ** but it is pos- 
sible that it could have reduced its prices on original equipment glass 
sold to GM, the terms of which sales are not affected by the Voderal 
Trade Commission’s consent order.*® The theory is that LOF would 
regard distribution of replacement auto glass through GM auto deal- 
ers as some measure of protection against inroads into its market share 
by PPG’s merchandising outlets. This theory, if true, would further 
tighten the squeeze on independent glass distribution. 

he foregoing argument, as an exercise in abstract business logic, 
has at least one flaw. That is that each PPG outlet—warehouse, 
branch, or store—represents the same capital investment as would a 
comparable facility erected by a small-business independent distribu- 
tor or dealer. The dealer’s argument assumes that PPG is willing to 
treat that investment, in effect, as a mere promotional expense for its 
factory sales effort, rather than a separate investment which should 
make a separate profit. PPG emphaticall denies any such reason- 
ing on its part. “On the contrary,” asserted PPG merchandising vice 
president Felix T. Hughes, “our business philosophy can be summed 
up in four words—separate investment, separate profit.” °° 

Nevertheless, the subcommittee found the argument sufficiently 
compelling to feel that a very thorough study should be made to 
ascertain the extent to which the current facts of the marketplace bore 
out the theory. If the theory were indeed true, the subcommittee 
expected to find the following conditions and trends obtaining: 

(1) A marked diminution in the total number and also the aggre- 
gate earnings of independent glass distributors and dealers, cor- 
responding roughly to the increase in the number of PPG outlets. 

2) An increase in the percentage of PPG’s total shipments handled 
through its own outlets and a decrease in the percentage sold to 
independents. 


88 See ch. I, sec. C. pt. 2, at p. 32, above. 
® See hearings, pp. 114-116. Any such manipulation of eatainnl-cumsonsene glass pric- 
ing on the part of LOF is unsubstantiated in the subcommittee’s hearings. 
Hearings, p. 127. 
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(3) A more rapid annual increase in PPG’s annual sales, profit, 
and net worth than in those of LOF and other glass producers, and 
a steady strengthening of PPG’s position in each of those three cate- 
gories with relation to its manufacturer competitors. 


1. Number and earnings of independent distributors and dealers 

In this first and probably most important category of monopoly 
indicators, very little factual data was presented by any witnesses, 
although there were numerous estimates and predictions. One strik- 
ing prophecy made by a dealer witness from Kansas City, Mo., in 
July 1958 was, “* * * if we don’t get some immediate action on this 
[competition by distributors with dealers] at least 50 percent of the 
glass shops will be closed within 6 months, and 80 percent cannot 
survive the following year.”** The witness mentioned that there 
were 18 glass shops in the Greater Kansas City area. In February 
1959, more than 6 months later, the witness acknowledged to sub- 
committee counsel that all 18 were still in business. The NA&FGDA 
was invited to advise the subcommittee of any failures in the period 
July 1958-February 1959 among its members or among glass-retailer 
businesses known to itsmembers. No data were provided. 

The Flat Glass Jobbers Association, on February 9, 1959, responded 
toa similar inquiry as follows: 


* * * the FGJA at the time of the hearing [October 1958] 
had 179 members. Since the hearing the membership has 
been affected as follows: One firm has gone into involuntary 
bankruptcy; four members have been purchased by other 
members of the FGJA; three have resigned; and one has 
applied for and been admitted to membership. The result is 
a net loss of seven full memberships. 


Statistical operating data compiled for FGJA by certified public 
accountants revealed declining profits and an increase in the number 
of firms reporting losses. Aggregate sales of 36 jobber firms report- 
ing comparable data for 3 successive years were $56.55 million in 1955, 
$62.29 million in 1956, and $55.65 million in 1957.” 

During the July 1958 hearings, numerous dealer witnesses men- 
tioned that their own businesses were in trouble; but PPG presented 
data which, it strongly contended, showed that these complainants 
were not suffering as much as they alleged, that many of their busi- 
nesses were in excellent condition and enjoying normal growth. One 
of the most eloquent of the July witnesses, your committee has learned, 
opened a fourth auto-glass service location in March 1959. The dan- 
ger of drawing general conclusions from “selected instance” data of 
this type is, of course, well known. 

While still in the “selected instance” category, however, subcommit- 
tee counsel has learned with some interest that the FG.JJ A member firm 
which went into involuntary bankruptcy after October 1958 was a 
well-established jobber handling primarily LOF products in a market 
area served by (at least) two other LOF distributors, a PPG ware- 
house, and (since about 1955) a Shatterproof distributor. It is only 
fair to note that in this market neither the PPG warehouse nor any of 


@Id., p. 73. 
Hearings appendix, p ‘ 
*Id., pp. 688-690; hearings, pp. 119-126. 
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the independent jobbers, including the one which failed, engage in 
auto-glass installation. The Shatterproof distributor holds about 
one-half of its auto-glass inventory on consignment from Shatter- 
oroof, makes no installations, and, in the little more than 3 years it 
fies been in business, has, by its own estimate, obtained about 30 per- 
cent of the wholesale auto-glass business in the market area. 

The Bureau of the Census, in its 1948 Census of Business, counted 
1,079 establishments in its service-trade classification titled “Glass Re- 
placement, Repair.” In the 1954 Census of Business, the number of 
establishments had dropped to 1,026; but the gross sales of all estab- 
lishments in this classification increased from $20,248,000 in 1948 to 
$37,190,000 in 1954. 

It should be noted that the Bureau’s classification, “Glass Replace- 
ment, Repair,” apparently does not coincide with the term “glass 
dealer,” as that term is used in this report and understood in the in- 
dustry, for, were the term synonymous, the number of 1,026 estab- 
lishments for the Nation would be far too low. Dealers, distributors, 
and manufacturers had varying estimates of the number of inde- 
pendent glass dealers; but a fair consensus appears to be 10,000 flat- 
glass dealers of all kinds, with 7,000 to 8,000 of that total handling 
auto glass either exclusively or (more commonly) in addition to flat 
glass of other kinds and, very often, other products such as paint and 
wallpaper, auto seat covers, and other combinations of goods and 
services. The Bureau of the Census figure, therefore, is believed to 
be based on a different and presumably narrower classification; per- 
haps of that relatively small percentage of “glass dealers” who handle 
no other products whatever.” 

With reference to either the census figure or the industry witnesses’ 
estimates, however, there is some force to PPG’s argument that the 
total membership of the NA&FGDA (about 602 in June 1958), much 
less the considerably smaller number of complainants before your 
committee, should be compared with the number of dealers enrolled 





™ Hearings, p. 11 (Philadelphia dealer's estimate of 7.000 auto-glass dealers in the 
United States); p. 186 (W. P. Fuller & Co.’s estimate of 1,000 auto-glass dealers in the 
7 Western States alone): hearings appendix, p. 688 (PPG concurs with NA&FGDA 
counsel's estimate of 10,000 glass dealers in the United States, about 8,000 of whom 
handle auto glass). 

% The Bureau of the Census, informed of this observation prior to publication of this 
report, offered the following comment: 

“It should not be anticipated that Census Bureau data, based on the industry classifica- 
tion of establishments, would be comparable with statistics about establishments which 
deal in a particular product. The Bureau of the Census classifies establishments in 
accordance with the standard industrial classification system which the Bureau of the 
Budget, in the interest of achieving comparability in the industrial statistics of the various 
Federal agencies, has prescribed as the standard to be applied in classifying establishments. 
In this system the classification in general reflects primary activity of the etablishment. 
While the census classification ‘Glass Replacement, Repair’ is not limited to establishments 
solely handling glass products, it does not include many establishments in which glass 
replacement or repair is not a primary activity. For example, flat-glass products very 
ee are handled though not as a primary activity by establishments in the following 
categories: 


Standard Industrial 


“Kind of Business Classification Code 
Glass and glazing work (special trade contractors) ______________- Industry 1793 
Pest. SIN: GG WREE Mittin din sbtinteiniin tinnitus A231 
in i. WO an GUNUNINIE SU OU i as oa dllanean csi eilenerbens el ibein etstteeapnehlanded tomes 5531 
Ton eek DSRS TOG PU0NG ia. hi che he cin Cekenwen 7521 
ee ee ee ee ee 7536 
SE SeMMN IIS CUNO asain coda eos icin ncaa nd emt aap stings 5212 
I CU a iis cine sini nk esak isha tice mcd deen ieiaataediadplaile 5251 
NN Tar aibinpcin scncetntiesincceih deicaped nen iniaciipia banat anib ncaa aiid §322 


Te CH aictiincinscasa epetiiisiainie acinar kneiiiacirceaielanahapaaiinialeiiatas 5511” 
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in PPG’s “AID” program for auto-glass dealers. That number, in 
the autumn of 1958, was stated by PPG to be 2,003. 

The number of establishments classified by the Bureau of the Census 
as “Glass (Building) Distributors” increased from 326 in the 1948 
Census of Business to 574 in the 1954 census. Gross sales of these es- 
tablishments were $109,692,000 in 1948 and grew to $251,273,000 in 
1954. Correspondence between the subcommittee and the Bureau of 
the Census, and tables furnished by the Bureau, are included in ap- 
pendix VII to this report. 

The Bureau, at this writing, has no data more recent than 1954” 
and the subcommittee has sought in vain for any general statistics for 
the period 1954-59 that would be, if not conclusive, at least indicative 
that there is or is not an actual trend toward diminution in the num- 
bers or incomes of independent glass dealers, glass jobbers, or both. 
As to jobbers, the FGJA data mentioned above, comparing 1955, 1956, 
and 1957 data, are believed to be indicative, but not conclusive, of a 
general diminution in the earnings of glass distributors. Nothing 
comparable to this information applying to glass-dealer incomes has 
been found. As to the population of glass distributors and dealers 
the only “indicator” of even limited significance that has been foun 
is the annual circulation reports of Glass Digest, an independent 
monthly trade journal that is widely read and respected at all levels 
in the Ee cuataen industry. (It does not serve the pressed, blown, and 


bottle-glass industry.) Figures for the past 5 years show an increase 
of 92 (7.49 percent) over the period in the number of paid subscrip- 
tions by glass and allied distributors; and a decrease of 174 (5.69 per- 
cent) in the number of paid eaeeriIs by glass dealers. The 


figures are presented in the next table; but it must be emphasized that 
the only tentative conclusion legitimately to be drawn therefrom is 
that there has been no important or dramatic change, either up or 
down, in the glass distributor and glass dealer population for the 
1954—58 period. The changes in the number of paid subscriptions that 
have occurred could, quite possibly, be accounted for by decisions of 
individual businesses to increase or decrease the number of subscrip- 
tions taken for their own personnel. 


oe p. 124. For further information on “AID,” see also hearings appendix, 
pp. 69- ‘ 

* Data from the 1958 Census of Business, the next census after the 1954 census, will be 
available in the latter part of 1959. 
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TABLE 9.—Business analysis of total paid subscription circulation of Glass Digest 
magazine, 1954 through 1958* 


Tssue of— 


Classification ? May 1955 May 1956 | Nov. 1957 Nov. 1958 


Popo pre 
| 


i 

. ~ i 

Num-| Per- | Num- Per- | Num-| Per- 
cent ber | cent ber cent 


Dh Larannb Liban si, bets |} 


Glass and allied wholesalers; 
glass and allied jobbers 4.__| 1,229 | 24.30 | 1, = 4 24. 08 
Dealers, contractors 4._......_| 3,058 | 60.46 | 3, ; 60.42 | 3, | 59.15 | 
Raprimebs 8. i | 
Manufacturers and importers ® 
Miscellaneous __- baxdewa 3 1.44 
Awaiting classification : 


1, 287 | 24. 
2.977 48 | 2.8 54. 
a 8.7 476 | 9.03} | 460 7 
13. 56 | ' rt 6.05 | 335 

81} 1.54| 114 

C1. aed pe 


Total paid subscription | 
circulation for the is- 
sue of the month indi- | 
cated 58 100 | 5,220 100 | 5,273 100 5,179 








| 
| 


100 | 5, 246 100 


1 Source: Glass Digest, Ashlee Publishing Co., Inc., 130 West 57th St., New York, N.Y.: Publisher’s 
audit reports to the Audit Bureau of Circulations. 


2 Fuller descriptions of classifications, as appearing in the 1958 audit report (omitting minor variations in 
earlier year descriptions) are as follows: 

3 Glass and allied wholesalers; glass and allied jobbers with contracting glazing department; sash and 
trim and building supply jobbers; auto glass jobbers; store front and metal jobbers and building specialties 
jobbers; including their executives, salesmen, personnel. 

4 Dealers, contractors: glazing contractors; glass dealers, retail, retail-wholesale; subjobbers; owner- 
glaziers setters; storefront contractors; auto glass and replacement shops; building specialty dealers; paint, 
glass and wallpaper dealers; mirror and glass dealers; including their executives, salesmen, personnel. 

5 NV anufacturers of glass products made of purchased glass and fabricators; mirror works, glass and mirror 
fabricators, art glass studios, glass tempering, auto glass laminating. glass bending, insulated glass, store- 
fronts, extrusions, entrances and facia fabrication, sliding shower and other glass and metal doors, prime 
and auxiliary windows, manufacturers and fabricators of other products and materials made of or using 
glass or glass and metal; including their executives, salesmen, personnel. 


® Manufacturers and importers; flat glass, building specialties, metals, machinery, supplies and materials 
including their executives, salesmen, personnel. 


2. PPG's percentage of shipments to company-owned distributive 
outlets 

The available data bearing upon trends in the percentages of 
PPG’s shipments to its own outlets as compared to its shipments to 
independent distributors and dealers are presented and discussed in 
a preceding section.** There it was shown that the percentage of 
PPG’s total company domestic shipments of all kinds of flat glass 
shipped to its own outlets decreased from 36.40 percent in 1946 
to 26.13 percent in 1957; but it was noted that PPG had given no 
breakdown (and said it could not give one) on the growth or decline 
in the percentage of its shipments to independent factory-customer 
distributors as compared to other classes of factory customers, most 
importantly manufacturers. There remains room for a suspicion— 
no more—that PPG’s percentage of shipments to independent dis- 
tributors could have declined as much as or more than its percentage 
of shipments to its company-owned distributive outlets. This could 
be true, of course, only if PPG’s sales to manufacturers and other 
nondistributor factory customers had proportionately increased. The 
disclosed facts as to the declining percentage of glass requirements 
purchased from PPG by its once most important manufacturer 
customer, Ford Motor Co.,®° would strongly discourage one from 
leaping to any such conclusion. On the other hand, the sheer volume 


i io sec. A of this chapter, especially table 6 and the paragraph next following that 
able. 


® Hearings, p. 299. 
47643—60—6 
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of data collected and made available by PPG on other aspects of its 
operations tends to render somewhat suspect the company’s allega- 
tion that its records are inadequate to provide an answer to this 
crucial question, if the statistics requested would indeed further 
PPG’s arguments. 

Similarly, PPG’s reluctance to disclose any breakdown of either its 
investment or its earnings in its manufac turing operations, on the one 
hand, and its merchandising operations, on the other, weakens the 
strength of its “separate investment, separate profit” contention. Not 
only PPG's customer- competitors and this committee but also PPG’s 
nearly 20,000 shareholders have a valid interest in such a breakdown ; 
but it is nowhere revealed in the company’s annual reports nor in its 
“response” to the subcommittee’s questionnaire.” So long as these 
figures are hidden, there is likely to remain a strong suspicion on the 
part of PPG's small-business competitors in the distributive trades 
that PPG’s “separate profit” on its obviously tremendous “separate 
investment” in wholesale and retail merchandising may be consider- 
ably smaller than sound business practice could tolerate if no con- 
siderations of factory sales promotion were involved. 


3. PPG’s position relative to other producers 


Data are not readily available—and much data are not available 
at all—on which to gage PPG’s position in relation to other pro- 
ducers. It is easily possible, however, to compare PPG’s overall sales, 
earnings, and net worth from year to year with those of its leading 

competitor, LOF. These data, derived from annual reports of the 


companies, are presented in the next three tables for the years 
1950-57. 


TABLE 10.—Comparison of annual net sales, Pittsburgh Plate Glass Co. and 
Libbey-Owens-Ford Glass Co., 1950-58 * 


i 
PPG per- LOF per- LOF net 
PPG net centage LOF net centage sales as a 
sales increase (or sales increase (or percentaze 
(millions) decrease) in (millions) decrease) in | of PPG's for 
sales over sales over same year 
prior year prior year 


$337. 2 19. 79 $170. 1 26.75 50. 44 
404.2 19. 87 176. 2 3.59 43. 59 
402. 1 (. 52) 166. 4 (5. 56) | 41. 38 
452.0 12.41 212.5 27. 04 47.01 
431.0 (4. 65) 212.3 (. 09) 49. 26 
582.0 35. 03 281. 32. 60 48. 37 
596. 6 2.51 259. 1 (7. 96) 43. 43 
620.8 4.06 237.2 (8. 45) 38. 21 
513.6 (17. 27 216.9 (8. 56) 42. 23 





1 Source: Annual reports to stockholders, Pittsburgh Plate Glass Co. and Libbey-Owens-Ford Glass Co. 


10 As to PPG’s capital investment and advertising expenditures for new merchandising 
locations, see PPG exhibit III-G, hearings appendix, p. 705. 
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TABLE 11.—Comparison of annual net profit after Federal income tazes, Pittsburgh 
Plate Glass Co. and Libbey-Owens-Ford Glass Co., 1950-58* 


| PPG net 
| profit after 
Federal 
income tax 
| (millions) 
| 


PPG percent- 


age increase 


| (or decrease) 


in net profit 
over prior 
year 


LOF net 
profit after 
Federal 
income tax 
(millions) 


LOF percent- 

age increase 

| (or decrease) 

| in net profit 

over prior 
year 


LOF net 
profit as a 
percentage 
of PPG’s 

for same 

year 


$41.9 
31.1 
36.8 
36. 9 
38.6 
61.4 
55. 4 
32.1 


9.97 
(25. 78) 


$24.8 

15.5 
14.9 | 
19.2 | 
24.9 | 
36.0 | 
29. 2 
28.0 | 
21.4 


18. 10 
(37. 50) 
(3. 87)| 
28. 86 
25. 00 
50. 00 
(18. 89) 
(4. 11) 
(23. 57) 


59. 19 
49. 84 
40. 49 
52. 03 
62. 18 
58. 63 
52.7 

48. 28 
66. 67 














' Sources: Annual reports to stockholders, Pittsburgh Plate Glass Co. and Libbey-Owens-Ford Glass Co, 


TABLE 12.—Comparison of corporate net worth at year end, Pittsburgh Plate 
Glass Co. and Libbey-Owens-Ford Glass Co., 1950-58 * 


i 
PPG net |PPG percent- 
worth at age increase 
yearend | in net worth | 
(millions) | over prior 
year 


LOF net 
worth at 
year end 
(millions) 


} 
|LOF percent-| LOF net 
age increase | worth as a 
| in net worth | percentage 
|} over prior | of PPG's for 
year same year 


$217.4 
235. 3 
254.6 
271.8 
298. 2 
344.7 
374. 6 
407.0 
418.2 





33. 40 
33. 11 
80 


74 
23 
20 
76 
7] 
59 
67 
65 
. 75 


11. 38 
7. 60 
7.19 
14.13 
15. 11 
18 14 
8.33 
6. 84 
2.07 


32. 
35. 06 
36. 79 
37. 60 
37. 48 
36. 86 
36. 61 


R 
fo 90g Ss g 90 90 


1 Source: Annual reports to stockholders, Pittsburgh Plate Glass Co. and Libbey-Owens-Ford Glass. Co, 


It must be remembered, in interpreting tables 10, 11, and 12, that 
“under half” of PPG’s operations are in glass, while substantially all 
of LOF’s are. PPG has always refused to make public any break- 
down of investment, sales, or profit among its numerous divisions, 
plants, and operations, 

LOF’s net sales and net earnings, stated as percentages of PPG’s 
comparable records, declined each year from 1954 through 1957, only 
to jump back dramatically in 1958. A principal factor in the reversal 
of the 3-year trend toward increasing PPG sales and profit superi- 
ority, however, was that PPG was strike bound for approximately the 
last 85 days of 1958 (continuing through the first 42 days of 1959), 
while LOF was strikebound for only about 20 days during October 
1958. Nevertheless, the improvement in LOF’s relative position ap- 
pears to be somewhat greater than can be accounted for by the PPG 
strike alone and this writer is accordingly reluctant to conclude that 
a clear trend toward any eventual total eclipse of LOF by PPG is 
indicated by the overall record of the past 9 years, which have seen 
such tremendous expansion in PPG’s merchandising system. 

It must also be noted that PPG’s preeminent position in the Amer- 
ican flat-glass industry is now being subjected to three new challenges, 
the profound implications of which can scarcely be overstated: 

(1) Ford Motor Co. vastly increased its own facilities for produc- 
tion of all auto-glass parts, including the raw plate and sheet glass 
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from which such parts are fabricated, when it completed a new glass- 
manufacturing and glass-fabricating plant at Nashville, Tenn., in 
1957. Since then, Ford has sharply decreased its purchases from 
PPG. Then, beginning about February or March of 1959, Ford 
began quietly and without fanfare to sell some 20 patterns of Ford 
windshields, at least 1 Chrysler windshield pattern, and various Ford 
backlights to independent glass jobbers, first in selected test markets, 
later throughout the country, at prices reported to be 5 percent under 
PPG’s factory prices. In this situation, PPG is faced with a problem 
comparable to that complained of by glass dealers with regard to 
General Motors dealers: PPG’s once most important customer now 
threatens to become a competitor considerably larger and more power- 
ful than itself. The other three producers of curved auto-glass parts, 
LOF, Shatterproof, and Guardian, will of course also be affected by 
this addition of a fifth competitor in the open market. 

(2) On March 31, 1959, Chrysler Corp. announced plans to fabri- 
cate from purchased plate and sheet glass about 50 percent of its auto- 
glass parts requirements. However, Chrysler’s glass-parts produc- 
tion will be used only as original equipment; no change is contem- 
plated in Chrysler’s policy of not selling replacement glass parts to 
its dealers. Consequently, while the Ford development affects all 
glass producers competing in the replacements market, the Chrysler 
lan affects only PPG, which has long been furnishing all of Chrys- 
er’s curved auto-glass parts and virtually all of its laminated flat- 
glass parts. 

(3) The plans of American-St. Gobain Corp. to enter the plate- 
glass field, although still far from realized, further enhance the pros- 
pects for increasing, and increasingly vigorous competition in the 
glass industry at the production level, which, in turn, can hardly fail 
to result in increasing competition at the distributive levels. 

Conclusions.—There is no statistical evidence whatever that either 
the Pittsburgh Plate Glass Co. or any other manufacturer or distribu- 
tor of glass is “gradually capturing and taking over the business of 
the independent retail glass dealer” in a national context. On the 
other hand, there is no proof positive that the charge is unfounded. 
In a local context, it may be noted that PPG’s installed auto-glass 
(retail) sales in Philadelphia have shown healthy but scarcely mo- 
nopolistic growth since PPG entered that level of trade in that mar- 
ket in late 1956; 7% but there has been no showing on the part of 
Philadelphia dealers, in the form of areawide statistics, that their 
business, in the aggregate, has correspondingly declined or their pop- 
ulation decreased. “Selected instance” data of individual dealers can- 
not be imbued with any general significance. The only attempt to 
estimate PPG’s percentage share of national auto-glass installed sales 
came from PPG itself. That estimate was 1.07 percent in 1957 and 
1.25 percent in 1958. When the results of the 1958 Census of Business 
become available in late 1959, a comparison of the 1958 figures on 
“Glass Replacement, Repair” and “Glass (Building) Distributors” 
with the comparable figures for 1954 and 1948, reported above and in 
appendix VII, may support a conclusion one way or the other on this 
charge. In the meantime, this writer rejects the charge for lack of 
proof. 


101 See app. III(C), table 21. 
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The charge that PPG, or unnamed other “glass manufacturers and 
suppliers * * * are substantially injuring and destroying competi- 
tion at the retail level in the glass industry” has been no better sub- 
stantiated by dealer complainants and their counsel. There is, of 
course, no doubt that PPG has entered the competitive fray at the 
retail level in many local markets in which heretofore it had been a 
competitor at only the factory and wholesale levels of trade. The 
record is also persuasive that in this competition the PPG warehouse 
enjoys important cost and organizational advantages. Substantially 
equal cost advantages are enjoyed by independent factory buyers; 
but the latter lack PPG’s monolithic organizational strength. But 
a showing of increased numbers of competitors and of occasionally 
more Vigorous price competition is not a showing, in and of itself, of 
injury to or destruction of competition. The dealers need to present 
more evidence than they have as yet furnished to make a case on this 
particular point. 

Finally, this writer sees no present possibility that PPG, even 
if that were its aim, could create a “vertically integrated monopoly in 
the manufacturing, wholesaling, and retailing of glass products.” 
Neither PPG nor anyone else has the power to bri ing about such a con- 
dition. In a vertically integrated monopoly, buyers of flat glass at 
each level—factory, w holesale, and retail—would have only one source 
from which to purchase. The facts of the present situation are that 
buyers of glass at each level appear to have at least as many sources 
as they had 5 years ago, and the present trend is toward more rather 
than fewer sources at the all-important factory level. There is no 
clear evidence—only selected instance data and unsupported predic- 
tior at the increase in the number of PPG outlets has brought or 
will bring about a net decrease in the total number of sources from 
which flat glass may be purchased at the wholesale and retail levels. 

To say that there is no present threat of monopoly apparent in the 
flat-glass industry, however, is not to say that the “competitive prob- 
lems” of independent flat-glass dealers and distributors are not real 
and not serious. With the decline of PPG’s vast Ford and Chysler 
accounts, PPG can confidently be expected to intensify its efforts to 
sell more glass both through its company-owned and the independent 
chains of distribution. Heightened activity of the PPG warehouses 
in selling to dealers will increase the present considerable pressure on 
independent jobbers to protect their volume by selling in the retail 
market to consumers and insurance accounts. The temptation to fac- 
tory purchasers to take advantage of their lower costs of glass by price 
cutting at the retail level will be increasingly stronger. While there 
are as ‘yet no clear statistical data to show that this is alre ady happen- 
ing, it seems reasonable to suppose that present pressures could result 
in the eventual establishment of general retail price levels too low 
to support the traditional system of two levels of distribution below 
the factory. If that occurs, only factory buyers could survive in a one- 
level system; but consumers would benefit by lower total costs of 
distribution and lower retail prices. The only bright spot in that 
prospect for glass dealers is that, with increasing numbers of pro- 
ducers, the possibilities of acquiring factory-buyer status will im- 
prove. 
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H. SOME SPECIAL COMPETITIVE PROBLEMS OF DISTRIBUTORS 


Five further competitive problems which affect both distributors 
and dealers, but are most troublesome to the former, deserve men- 
tion. These are: (1) PPG’s practice of paying its warehouses a com- 
mission on purchases made direct from PPG’s factories by independ- 
ent distributor competitors of the warehouse receiving the commis- 
sion; (2) the total absence of any territorial security for independ- 
ent glass distributors and dealers; (3) the fact that 8 percent of the 
cost of all auto-glass inventory of an independent distributor is 
always tied up in manufacturers’ excise taxes; (4) the growing prob- 
lems of inventory, warehousing, and obsolescence costs incident to the 
annual proliferation of new patterns of curved automobile wind- 
shields and backlights; and (5) an unnatural shortage of current in- 
dustry information. 


1. PPG’s payment of commissions to its warehouses 

The president of Acme-Harding Glass, Inc., Topeka, Kans., in the 
course of listing advantages enjoyed by the PPG warehouse with 
which his (jobber) company competes, made this point: 


There is another competitive advantage which I believe 
Pittsburgh Plate Glass Co. has over my firm in Topeka or 
Kansas City. The local Pittsburgh Plate Glass Co. ware- 
house receives a commission somewhere, it is thought, be- 
tween 3 and 5 percent on all sales of the Pittsburgh Plate 
Glass Co. factories to us. This gives that particular ware- 
house a definite competitive advantage over us. This com- 
pensation of 3 to 5 percent adds to the gross profit and con- 
sequently materially assists in paying the overhead. Because 
of this, that Pittsburgh warehouse can do less business and 
still show a profit.’ 


PPG’s vice president in charge of the merchandising division, Mr. 
Hughes, acknowledged to the subcommittee that such commissions 
are paid; but insisted that these payments are made in consideration 
of “services rendered as a selling agent of the factories.” He con- 
tinued : 


Rather than having a very large staff of factory sales- 
men around, our warehouse managers are good salesmen for 
Pittsburgh products to the independent people. They spend 
time on it; they spend a good portion of their time. Also 


they handle these accounts and the billing goes through 
them.’ 


Cyrus V. Anderson, assistant general counsel of PPG, later am- 
plified Mr. Hughes’ testimony to this point in a letter which is re- 
produced at pages 792-794 of the hearings appendix. The relevant 
excerpts read as follows: 


Finally, Mr. Watts inquired whether a PPG warehouse 
continues to collect a commission on sales to an independent 
customer after the latter has been selected by PPG as a fac- 
tory buyer and, if so, what is the justification for the com- 
mission. The question as stated by Mr. Watts appears to 





102 Hearings, p. 210. 
108 Td., p. t35. 
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assume that prior to the time the independent customer is 
selected as a factory buyer the PPG warehouse receives a com- 
mission on its sales.’°** This is not correct for the reason that 
such sales are like all other warehouse sales in that the ware- 
house strives to obtain a profit, the amount of which is com- 
petitively determined, rather than a predetermined commis- 
sion. It is true, however, that after the independent customer 
has been selected as a PPG factory buyer, the warehouse 
usually receives a commission for services rendered on sub- 
sequent factory sales to that customer. 

As you know, the warehouses conduct a local jobbing busi- 
ness and, in addition, they perform certain services for the 
factories. As repr esentatives of the fi actories, the ware- 
houses engaged in sales promotion activities, call on the 
factory buy er accounts, take their orders, process the orders, 
and service the orders. The latter includes correspondence, 
telegrams, and long-distance calls to the factories concerning 
such things as changes i in specifications and a determination of 
the status, shipping dates, routing information and expedition 
of orders to meet the customers’ needs. Billings and collec- 
tions on factory sales are then handled by the warehouses. In 
addition, the warehouses are responsible for handling various 
accounts receivable, and they are charged with interest on re- 
ceivables not collected by the end of the month. For the per- 
formance of all these services, the warehouses receive a com- 
mission of 3 percent or 5 percent, depending upon the product 
sold. 

It is readily apparent that the functions described above 
are required of all manufacturers who, of course, must absorb 
the expenses related thereto. In PPG’s case, the company 
has elected to have its warehouses perform these functions, 
and having so elected, as a matter of policy the company com- 
pensates the warehouses for the services rendered. The 
amount of this compensation is not designed to give an extra 
profit or a competitive advantage to the warehouses. Rather, 
as Mr. Hughes stated, at the October 9 hearings, this amount 
“* * * js for services rendered, what we believe the service 
is worth.” 


No recommendations for either administrative or legislative action 
with regard to this practice were made by any witnesses; however, 
the impression of independent distributors as to unfairness of this 
facet of PPG’s merchandising operation was clearly drawn. 


13a No such assumption was made by this writer. Rather, the writer’s understanding 
of the facts was, and is, that a PPG warehouse receives a commission on sales made by a 
PPG factory to an independent jobber who is engaged in competition, at the jobbing-whole- 
Sale level of trade, with the warehouse, and that, when one of the jobber’s customers for 
PPG glass—a customer who has elected to purchase over the years from the independent 
rather than the warehouse—becomes large enough to be taken on as a PPG factory cus- 
tomer, the PPG warehouse continues to receive a commission on the glass purchased by that 
customer. Before the customer becomes a factory buyer the PPG warehouse receives a 
commission on glass sold to the independent jobber and resold by him to the customer. 
After the customer obtains factory-buyer status, the PPG warehouse receives a commission 
on direct factory sales to the customer. Where the customer’s business has been developed 
and his needs served over the years by the sy ee jobber, only to lose that glass busi- 
ness to the PPG factory when it reaches really handsome size, it seems harsh indeed to the 
jobber that a commission for factory services to his former account should be paid, not to 
him, but to the very warehouse with which he had successfully competed for the customer’s 
business before it became a factory account. 
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Conclusion.—PPG repeatedly made the point that its warehouses 
are regarded as quasi-autonomous, separate-investment, and separate- 
profit ‘establishments. If that contention be accepted at face value, a 
strong argument can be made that the extension by PPG to its “au- 
tonomous” warehouse of a “payment for services” ’ (namely , 2 commis- 
sion on sales not, negotiated by the warehouse) which is not similarly 
extended to independent- distributor competitors of the warehouse, is 
a violation of section 2(d) of the Clayton Act as amended by the Rob- 
inson-Patman Act. 

In section C of this chapter, it was noted in passing that one of the 
unhappy incidents of the independent distributor’s daily business 
life is that, after he has devoted years to a good customer and ei 
the customer grow, the customer often becomes so large that it is taken 
on as a factory buyer of one or more of the glass producers and its 
business is lost to the distributor. This writer emphatically would 
not deny the customer in this typical case the right to seek and obtain 
lower prices by purchasing from the factory, nor the right of the 
factory to sell direct, when the customer’s volume becomes large 
enough to make such sales desirable. But, to the independent distrib- 
tor, it seems indeed to be an addition of insult to injury that a com- 
mission on a new PPG factory buyer’s business in this situation is 
paid to the PPG warehouse, when, throughout the time the independ- 
ent served the customer, the warehouse also received a commisison on 
all glass purchased from PPG factories by the independent for resale 
to the customer. In circumstances such as these, it would seem more 
equitable and logical to recognize the independent, rather than the 
warehouse, as the true performer of “services * * * asa selling agent 
of the factories” of PPG. 

This writer believes that, if PPG is sincere in its statement that it 
does not intend the commission it pays its warehouses on sales made 
to direct factory customers in their territory to afford any competitive 
advantage to the warehouse vis-’-vis competing independent jobbers 
of PPG products, it should carefully review this practice. Jobbers 
argue forcefully that these commissions, especially where given in 
connection with accounts originally developed by independents and 
later taken over by a PPG factory, do give an unfair competitive 
advantage to the warehouse and that this is true whether or not the 
payments are “no more than what we [PPG] believe the service to be 
worth.” PPG’s permitting its warehouses to perform this factory 
function, and paying them for it, is at the least another indication of 
the monolithic nature of PPG's vertical integration of production, 
wholesaling, and retailing; the practice lends fuel to the fire of inde- 
pendents’ contention that PPG’s merchandising division is not a 
separate business but is nothing more than a device to enhance the 
market share of PPG’s factories at the expense of other producers 
and their independent distributors. 

The Federal Trade Commission and the Antitrust Division of the 
Shy ne of Justice might usefully consider the Clayton Act (sec. 
2(d)) question posed in the first paragraph of this conclusion. 
Should those agencies determine that the practice here described does 
not violate section 2(d), in view of the corporate unity of PPG’s 


4 15 U.S.C., sec, 138(d) [1952]. 
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factories and warehouses, Congress might properly give careful 
thought to a possible further amendment of the act to cover this 
situation. 


2. Absence of territorial security 


Wayne E. Harding, Jr., and A. Alvis Layne, Jr., spokesmen for the 
Flat Glass Jobbers Association, told the subcommittee that, in one 
important respect, the consent judgment in the Flat Glass case had 
advantaged PPG, and unnaturally disadvantaged independent dis- 
tributors. They referred to those provisions of the judgment, found 
largely in sections V and X, which operate to preclude the establish- 
ment of integrated systems of independent distribution. Those sec- 
tions require that glass manufacturers must ship, on any factory 
buyer’s order, to any part of the country specified in the order, and 
forbid exclusive dealing agreements. These requirements preclude 
the establishment of exclusive or even semiexclusive territories for in- 
dependent distributors and dealers; hence no integrated distribution 
can be created within the independent system. Yet PPG’s system, since 
it is all within one corporation, is fully integrated and each PPG 
warehouse is protected in its territory—at least against other PPG 
warehouses. 

The effect of these judgment requirements, as explained by the job- 
bers, is this: An independent distributor-customer of one of the glass- 
producer defendants subject to the consent judgment may make heavy 
investments of time and money to develop good customer relations 
and public relations in his community. A big glazing contract job 
or a lent glass order comes up in the community. The local jobber 
underbids the PPG warehouse and all other loca] distributors and 
dealers large enough to handle the contract—but, from another city 
which may be 1,000 miles away, comes another factory customer of the 
same manufacturer. The out-of-town company also bids the job, is 
low, and gets the contract. Under the consent judgment, the manu- 
‘facturer must ship the glass on the low bidder’s order, directly to the 
site of the job. The local man’s investment in local customer relations 
is wasted—with the result that few jobbers are able and willing to 
make such investments. In sharp contrast, a PPG warehouse in a par- 
ticular city has absolute assurance that no other PPG warehouse in 
another city will even bid on jobs in the former’s territory. The plea 
of the independent glass distributors is for an amendment of the judg- 
ment which will permit glass manufacturers to give their independent 
factory customers at least some measure of the territorial security 
enjoyed by the competing PPG warehouses. 

Conclusion.—As pointed out in chapter I, section C, of this report, 
the objective of the Antitrust Division’s legal and economic planners 
who negotiated the consent judgment was competition, absolute and 
untrammelled, at each and every level of the flat-glass industry. The 
method by which this objective was to be gained was by severing 
all connections and communications between manufacturers and by 
limiting, to the utmost extent possible, connections and communica- 
tions between manufacturers and distributors strictly to nonexclusive, 
arms-length selling and buying. This method of reaching the de- 
sired objective was carried out halfway: the ties between manufac- 
turers, and between manufacturers and independent distributors, were 
cut; the ties between PPG and its company-owned system, sought to 
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be cut by the prayer for divestiture in the amended complaint, were 
not cut, esti divestiture was lost in the negotiations. 

The Antitrust Division obviously felt that half a loaf was better 
than no bread and signed the consent judgment without divestiture. 
The writer’s opinion is that the half-loaf has produced a more free and 
wholesome competition than existed before the judgment—but that 
the charge of independent distributors that PPG was permitted to 
retain an advantage of integration denied to them is a justified com- 
plaint, as a matter of equity. Asa matter of economics, and the public 
interest in free and open competition, however, this writer is inclined 
to agree with the Antitrust Division that Government should not hesi- 
tate to open one channel of distribution to freer competition simply 
because it is not practicable at the time to open another. And, having 
created freer competition in the independent channel of distribution, 
the Government should not again permit or encourage that channel to 
become less free of competition except on a showing of utmost urgency 
and distress. 

At the moment, no such showing has been made. True, the jobber in 
city A is subject to competition from a jobber in city B, a thousand 
miles away; but the reverse is also true. From the viewpoint of equity 
and economics, it would make better sense for the Antitrust Division 
to renew and redouble its efforts to break up PPG’s integration than 
to permit similar integration to develop in the independent chain of 
distribution. (The Assistant Attorney General hinted to the subcom- 
mittee that a new attack on PPG’s system may be under active con- 
sideration.) There is no sign that the independent jobbers are in im- 
minent danger under the present circumstances of the industry. On 
the other hand, the independent distributors should always have a 
sympathetic hearing at the Antitrust Division, and their situation 
should be kept under constant surveillance. At some future time, if 
no further attempt has been made to divest PPG or if such attempts 
have been made and have again failed, it may become appropriate 
for the division to concur in some careful amendment of section V, 
paragraph E of the consent judgment, to permit manufacturers to 
refuse to ship on a factory buyer’s order to a location far removed 
from the customer’s primary trading area. As section E of this chap- 
ter makes clear, this writer would not now nor in the foreseeable 
future favor the establishment by glass manufacturers of “franchise” 
or exclusive-dealing arrangements. 


3. The 8 percent excise tax on auto glass 


The 8 percent Federal excise tax on automobile replacement parts, 
including auto-glass replacement parts, is payable at the time of the 
first sale by a manufacturer. The result, in dollars and cents, is that 
an independent distributor or dealer who buys from a glass factory 
and maintains a normal auto-glass inventory of $100,000 always has 
$8,000 of his working capital tied up in the Federal tax. (The tax is 
not reassessed in subsequent sales and is passed on to the second and 
subsequent buyers below the factory as a part of the first buyer’s 
costs.) A PPG warehouse or service branch, on the other hand, com- 
peting with the independent distributor or dealer and maintaining the 
same $100,000 inventory, has no comparable tie-up of working capital, 
because the auto glass in that case is still in the ownership of the man- 




















DUAL DISTRIBUTION OF FLAT-GLASS PRODUCERS 87 


ufacturer and the tax is not payable until sold by the manufacturer. 
Independent distributors for Shatterproof, holding glass on consign- 
ment, have the same advantage. The independent distributor who 
pays for his inventory when it is stocked argues, very cogently, that 
his competitive position with relation to the PPG warehouse and the 
Shatterproof distributor could be equalized, as to this one point, by 
amending the law to change the time of payment of the tax from the 
time the glass is stocked and paid for to the time that it is sold. This 
would have no effect whatever on the second (dealer) purchaser, for 
the distributor would still pay the tax and pass it on as an unspecified 
cost; the principal effect would be upon the Federal revenue, which, 
in the case of some slow-moving glass parts, might wait a year or more 
for an item to move out of a distributor’s inventory and the tax 
thereon to become payable. 

Conclusion.—The only major public-policy question involved in this 
proposal is whether the distributor taxpayer or the Government should 
have the use of the tax money during the period (which is an average 
of about 4 months) that auto-glass parts are in the distributor’s in- 
ventory. The writer believes this question should be resolved in the 
distributor’s favor and the law amended. In 1958 the Congress 
amended the Internal Revenue Code to give PPG (and other manu- 
facturers engaged in dual distribution) greater equality of excise tax 
treatment with manufacturer competitors that sell only to factory 
buyers, by providing that the “constructive price” at which goods sold 
by a manufacturer at wholesale or retail shall be regarded, for excise 
tax purposes, as the factory price. In 1959 the Congress moved to 
give gasoline wholesalers relief from a complaint almost on all fours 
with that of the glass distributors. By section 201(e) of Public Law 
86-342, 86th Congress, enacted September 21, 1959, gasoline wholesale 
distributors who agree to bond their stocks are permitted to defer pay- 
ment of the Federal special tax on gasoline from the time the gasoline 
is purchased until the time it is sold; further, losses in inventory due 
to evaporation and spillage are relieved from the tax."°° 

In 1960, it is strongly suggested, the tax-writing committees of the 
House and Senate should carefully consider the urgent request of in- 
dependent auto-parts distributors, particularly auto-glass distributors, 
for similar treatment—that is, deferral of the time of payment of the 
8 percent excise tax from the time the parts are purchased to the time 
they are resold, with an exemption for losses due to breakage. The 
latter, of course, is a considerable factor in the glass jobbing business. 
4. The proliferation of “bends” 

A sweeping change in the nature of auto glass began about 1949. 
This is the change from flat stock sheets (which are cheap, take little 
storage space, and can be cut to fit various jobs) to curved wind- 
shields and backlights—and now even many curved side-glass Ho 
The curved parts are expensive, require great amounts of warehouse 
space, and each part can be made to fit only the particular few models 
for which it was designed. The number of different windshield and 









1% Pyblic Law 85-859, title I, sec. 115, Sept. 2, 1958, 72 Stat. 1279 (26 U.S.C., see. 
4216(b) [1952]). . 

106 Jn addition to the cited public law, see the House and Senate committee reports 
covering the cited section: Senate Finance Committee, 8. Rept. 903, 86th Cong., 1st sess., 
p. 10; and House Public Works Committee, H. Rept. 1120, 86th Cong., 1st sess., p. 23. 
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backlight patterns now exceeds 600, and the number grows every year. 
The small dealer cannot even try to keep in stock any but a few of the 
fastest moving patterns. The distributor and the larger dealer, who 
must maintain a complete inventor y of all parts, are faced with prob- 

lems of warehousing, capital investment, and obsolescence of older 
numbers that become more burdensome each year. 

Conclusion.—Today, and in the foreseeable future, the small-busi- 
ness retailer in auto glass, even more than formerly, can exist on the 
traditional small investment only if there is nearby a distributor hav- 
ing a much larger investment and maint: Lining a full stock of all parts. 
The costs and risks attendant upon the maintenance of such a stock 
inerease with each new year’s crop of additional “bends.” Conse- 
quently, each new pressure in the marketplace which forces factory 
buyers and factory outlets of auto glass into competition at the retail 
level (and there are many such pressures, described in preceding sec- 
tions) makes the outlook for continued existence of the small dealers 
with no factory source more dubious. The only solution for some may 
well be to merge with jobbers or other dealers, or to join with other 
dealers or small jobbers in the formation of a buying pool or coopera- 
tive, or in some other way to attain the ability to yurchase in sufficient 
volume and with sufficient frequency to become a desirable factory cus- 
tomer of one or more of the auto-glass producers. The Flat Glass 

case consent judgment specifically encourages and protects pooling of 
orders for glass products. That. provision of the judgment should be 
vigilantly s safeguarded against any attempts to modify or eliminate it. 
The Small Business Committee during the coming year plans to study 
ways in which cooperative buying, as a means for small retailers to 
purchase at factory prices, can and should be aided by new legislation. 
(See sec. E of this chapter.) 

The shortage of current industry statistics 

In line with the Government’s overall plan and objective in the Flat 
Glass case—that is, generally to sever all communications and collabo- 
rations between competitors at all levels of the industry—the Antitrust 
Division included in the consent judgment (sec. VI) severe restrictions 
on the collection and dissemination by any defendant of “any informa- 
tion concerning the production, demand, capacity, inventories, sales, 
shipments, or ders or commitments, costs, prices, discounts, or other 
terms or conditions of sale of flat olass. ” A further preventive of the 
public dissemination of much industry data is the provision of section 
9 of title 13 (Census), United States Code (1959). Subsection 9 (a) 
(2) forbids the Bureau of the Census to— 


make any publication whereby the data furnished by any par- 
ticular establishment or individual under this title can be 
identified. 


Because of the limited number of producers of several important 

varieties of flat. glass—notably plate glass—the Bureau, interpreting 
the quoted section, publishes no breakdown of production, shipment, 
and value figures on plate glass of all kinds, much less any of the sev- 
eral important subel assifications of plate glass. The result of judg- 
ment and statute is that no comprehensive ‘and complete industry sta- 
tistics, current or noncurrent, have been available since 1948. In- 
dependent distributors and dealers point out that manufacturers— 
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and particularly the nationwide PPG network—are better able to 
“pick up” information than they are, and in this way acquire another 
competitive advantage. The independents’ propos: al is to modify the 
consent judgment limitations on deneuaienabion of industry statistics, 
and to require the publication of complete and reasonably current 
data. 

Conclusion —The argument of the distributors is persuasive to this 
writer. The shortage of full and reason: ably current industry statis- 
tics, which is attr ibutable to the consent judgment, hampers independ- 
ent distributors and dealers more than the manufacturers, and espe- 
cially the “giant” manufacturers, who are better able to develop their 
own sources of information and compile private statistics. The 
writer would be pleased to see the Antitrust Division open negotia- 
tions with the defendants at once to modify this portion of the judg- 
ment. Other interested parties, such as the NA&FGDA, U A&FQDA, 
and the FGJA, should be invited to participate in suc h negotiations. 

Serious considerations should also be given to amending section 9 
of title 13 (Census), United States Code. It is at least arguable that 
the huge corporations whose production data are shielded by this 
statute are less in need of the protection that secrecy affords than the 
public and the Congress are in need of the facts on which to base an 
informed judgment of the extent of concentration in an industry. 
The shortage of statistical data seriously handicapped the subcom- 
mittee in its study of the flat-glass industry. Section 9 might be 
amended to permit publication of production, shipment, transfer, and 

value statistics on a particular product such as plate glass, notwith- 
standing possibility of individual company disclosures thereby, if 95 
percent or more of domestic production of the product were concen- 
trated in five or fewer companies.*% Further, publication by the Bu- 
reau might well be permitted in any case, if substanti ally equivalent 
data were collected and published | by the industry itself, its trade 
papers, or other authoritative private agenci es. 

Finally, this writer believes that companies in the flat-glass in- 
dustry, at all levels, could, under the judgment and statute as they 
now stand, compile and publish more information than they do. Sub- 
section B of section VI of the judgment appears to leave defendant 
producers more leeway to publish statistics over 90 days old than they 
have exercised, and nondefendant manufacturers, jobbers, dealers, 
and trade publications are, of course, completely unaffected by the 
judgment. Nor are any of these companies affected by the limitations 
of title 13, section 9, which applies only to the Bure: au of the Census. 
As pointed out in the preceding section, PPG's “separate investment, 
separate profit” contention, as to its merchandising division, might 
win more widespread credence among independent glass distributors 
and dealers if the company published even year-old ‘statistical break- 
downs on investment, sales, and profit among its several glass product 
lines and among its manufacturing, wholesaling, and retailing opera- 
tions. 

Similarly, the “monopolization” charges of the NA&FGDA could 
be persuasive only if that associ iation had presented supporting 


17 The Bureau of the Census has notified the subcommittee that it would oppose any 


change in 13 U.S.C. 9. A statement prepared by the Bureau, giving its reasons for this 
position, is reproduced in app. VII(B). 
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statistical data. The collection of such statistics—for example, on the 
trends in glass-dealer population and aggregate income in the Phila- 
delphia area over the past 5 years—should be easily within the ability 
of an alert trade association, and the performance of such services is 
one of the highest reasons for being of such associations. The FGJA 
study, published in the hearings : appendix, pages 348-367, is a con- 
scientious and helpful effort and points the direction. However, the 
study does not provide an adequate foundation for a general conclu- 
sion on so grave a charge as monopolization, and, of course, was not 
intended or offered for that purpose. 





Cuaprer LV. Leatsnative AND OrHer RECOMMENDATIONS MADE BY 
Wirnesses, Wirn ComMENts AND ConcLusions THEREON 


The subcommittee’s study and this report have shown that dynamic 
competitive forces are at work in the production and distribution of 
flat glass. Insufficient statistical data are available to support a con- 
clusion that these forces have, as yet, produced any dramatic changes 
in the industry’s traditional ways of doing business. Available facts 
and figures are sufficient, however, to justify a conclusion that mo- 
nopoly is not thre: atened ; the presently discernible trends toward 

eventual significant changes do not indicate that outcome. But the 

pressures on independent glass dealers, especially the smallest of 
them, are indisputable, and the direction of those pressures is toward 
a glass market in which manufacturers and factory buyers, rather 
than retailers in the traditional sense, will be the final sellers to 
consumers. 

What should be the position and action of Government with respect 
to these forces of change? Does the two-level system of independent 
distribution have intrinsic values in and to a free-enterprise economy 
that must be protected at all costs? If so, what measures of protec- 
tion would be feasible, effective, and not unduly restrictive of eco- 
nomic freedom? Witnesses who appeared before the subcommittee 
had two major and numerous minor suggestions. In this chapter, 
the writer attempts to summarize those suggestions and the argu- 
ments for and against each, and offers his own conclusions. 
























A. STATUTORY PROHIBITION OF DUAL DISTRIBUTION 





Two associations of retail glass dealers *°* urged passage of a law 
to prohibit any glass manufacturing company ‘which distributes its 
products through independent channels from also using company- 
owned distribution. Since PPG is the only company presently in 
this category, the proposals were obviously directed primarily at it, 
although no doubt intended also to forestall creation of similar sy s- 
tems by other producers. Restated most basically, the suggestion is 
that the Congress should bring about, through legislation, “what the 
Department of Justice attempted to bring about, through litigation, 
and failed: divestiture of PPG’s merchandising division. 













108 National Auto & Flat Glass Dealers Association (NA&FGDA), Washington, D.C. ; 
United Auto & Flat Glass Dealers Association, Inc. (UA&FGDA), Stanley Lehrer, Esq., 
counsel, 66 Court Street, Brooklyn, N.Y. 

10 Hearings, p. 15; hearings appendix, p. 375. 
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The recommendation of the NA&FGDA seeks legislation pro- 
hibiting (a) retailing by PPG and (6) retailing by glass distributors ; 
but it does not seem to object to the wholesaling (warehouse) opera- 
tions of PPG. The law urged by the UA&FGDA would prohibit 
both wholesaling and retailing by PPG but would not curtail retailing 
by jobbers. NA&FGDA apparently would permit PPG to make 
a choice, either to sell exclusively through company-owned outlets or 
exclusively to independents, but not both. The UA&FGDA rec- 
ommendation does not seem to contemplate leaving PPG any such 
choice; it would simply require PPG to give up its company-owned 
wholesaling and retailing and rely on the independent chain of distri- 
bution. The UA&FGDA prohibition of dual distribution would 
apply only to glass manufacturers having sales of $10 million or more 
per year. NA&FGDA’s proposal would apply to all manufac- 
turers, of whatever products and whatever volume of sales. Neither 
»yroposal was framed in detail, however, so the observed differences 
hateieedh the two may not be intentional. 

The argument for “legislative divestiture” of PPG’s merchandising 
division and prohibition of vertical integration by other glass manu- 
facturers is based primarily on concepts of equity and fair play held 
by the small-business customer-competitors of PPG. When PPG sells 
to independent dealers, the latter contended to the subcommittee, it is 
unfair for PPG also to sell the dealers’ customers. Few dealers 
reached the further conclusion, which seems logically to follow, that 
it is equally unfair for PPG to sell to independent jobbers and also 
to compete with the jobbers in sales to dealers; but several dealer 
witnesses were of the opinion that it is unfair for a jobber, who buys 
at factory prices, to sell both to a dealer and the dealer’s customers. 
The lower cost of goods sold enjoyed by the manufacturer and the 
jobber, together with their greater economic and organizational power, 
give them an advantage against which the retailer cannot successfully 
compete, the argument concludes. Much the same complaint is voiced 
by distributors about sales by PPG to the distributors’ dealer cus- 
tomers, and the same reasoning is applicable there. 

The economic (as opposed to the “equitable”) argument, in favor 
of legislative prohibition of vertical integration, is based on the as- 
sumption that factory outlets will eventually destroy all independent 
distribution, that some glass producers will be unable to establish 
company-owned distribution and will accordingly themselves be de- 
stroyed by having no independent distributive outlets for their prod- 
ucts. In that situation, competition would indeed be reduced at all 
levels from the factory down, and monopoly would be present or 
imminent. 

The arguments against an antidual distribution law include the 
following: 

Legislative prohibition of vertical integration cannot be supported 
on the equitable argument alone. In virtually every segment of the 
American economy, and at every level, larger businesses compete with 
smaller; indeed, most larger businesses began as smaller ones and 
grew—usually by the hard road of successful competition with their 
economic superiors. <A statutory restriction on the levels at which 
a certain class of businesses may be operated can be based, soundly, 
only on the economic argument; that is, on a showing of clear and 
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present danger that, absent such restriction, monopoly or undue 
concentration will ensue. “Monopoly or undue concentration” means 
a drastic reduction in the number of competing sources from which 
purchasers at each level can choose to buy. There is no present sign 
that any such reduction is imminent. 

At the production level, the number of competing sources of glass 
of all kinds appears to be stable or on the increase, not the decline. 
The announced intention of American-St. Gobain Corp. to make 
plate glass and the recent addition of Ford Motor Co. to the list of 
companies from which auto glass may be bought by independent 
glass distributors, together with decreasing tariff barriers against and 
increasing importation of foreign glass, would seem to assure that 
no producer of glass is likely to maintain or increase its share of the 
market at the factory-sale level except by real and earnest competi- 
tion. In the auto-glass field, the independent laminators, Shatter- 
proof and Guardian, plus other companies producing, as yet, only 
flat laminated glass, are making available factory sources at factory 
prices to independent distributors—including many only recently 
arrived in that status—on terms often less onerous than have tradi- 
tionally been associated with factory buying. While the president 
of Shatterproof expressed concern to the subcommittee about the 
possible impact on his company of PPG’s expanding dual distribu- 
tion, he acknowledged that Shatterproof’s share of the total auto- 
glass market, in his estimate, had remained fairly stable at approxi- 
mately 2 percent for over 20 years. As shown in the preceding chap- 
ter (sec. G, tables 10, 11, and 12), LOF’s position with relation to 
PPG was at a higher percentage in 1958 than in 1950 in the two 
significant categories of net profit and net worth and improved 
appreciably over 1957 in net sales. LOF’s president was emphatic 
in stating to the subcommittee that LOF has no fears for either the 
continued survival of that company or of the independent distribu- 
tion system upon which it relies. 

At the wholesale level, PPG’s 73 warehouses and 147 service 
branches provide, on the face of things, that many additional sources 
from which retailers can elect to purchase glass. This fact is pain- 
ful to competing independent distributors; but they have not shown 
that they face any clear and present danger of obliteration or even 
that there has been any net decline in their total numbers or aggre- 
gate sales. Were distributors to argue that PPG should be barred 
by law from bypassing them to sell, through its warehouses, directly 
to dealers, should they not, in logic and fairness, also acquiesce in a 
law that would prevent them from ever bypassing their dealer cus- 
tomers to sell directly to users? (It must be noted that this writer 
did not understand any distributor witnesses to contend for “legisla- 
tive divestiture” of PPG’s warehouses. ) 

At the retail level, it is indeed true, as this report has shown, that 
many independent dealers face difficult and quite possibly lethal com- 
petition, in those market areas where either PPG or independent dis- 
tributors or both have entered the retail field. However, the problem 
of the competitors who were the chief complainants before the sub- 
committee, stated baldly, is that there is more, not less competition 
than they have been accustomed to. Their complaint, in essence, is 
that competitors who enjoy lower costs are passing some of those 
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savings on to consumers. Their objection is to the actuality, in a few 
areas, and the eventual possibility in all areas, of a generally lower 
level of retail prices for flat glass. 

But a lower price level is cause for public alarm (as distinguished 
from trade alarm) only if it is the result of a deliberate plan to 
eliminate competition, set in motion by one company or a combination 
of companies having the power to effectuate that plan and then raise 
prices again. There has not, however, been any showing that PPG, 
or any other one company or combination of companies, has such a 
plan at this time. PPG alone would not now have the power to 
effectuate any such plan. The indicators today point more strongly 
toward a decline in PPG’s influence and market share. Even assum- 
ing that PPG were ready and willing to launch an all-out, nationwide 
price war at every level of industry sales, it is unlikely that it could 
win such a war over the long haul. And, as a matter of presently 
discerned fact, there is no basis for the assumption that PPG wants 
a price war. Once again, there are insufficient data for a general and 
positive conclusion ; ‘but in the two territory-product markets about 
which dealers expressed greatest concern, the Philadelphia and Boston 
auto-glass installation markets, it has not been proven that PPG is 
the aggressor in initiating price competition. In a spot check in 
Philadelphia and Boston in March 1959, PPG’s retail outlets in 
neither city were at the bottom of the considerable range of insurance- 
installed windshield prices found to be offered.” In Boston, PPG’s 
price on a selected windshield was at the top of the range. 

If the downward pressure on retail prices of auto glass can be 
traced to any one segment of the industry (and this writer does not 
positively conclude that it can), the independent dealer-distributors 
who have recently acquired factory-buyer status with Shatterproof 
or Guardian seem more subject to suspicion than PPG’s outlets. It 
seems clear that the independent factory buyer has about as much 
cost leeway for price cutting at retail levels as the PPG warehouse 
and its branches. On this fact can be built a theory, at least, that 
judicial or legislative divestiture of PPG’s merchandising outlets 
might increase rather than decrease the competitive pressure on deal- 
ers who lack factory sources. In the event of divestiture, PPG’s ware- 
houses would be sold, it seems probable, to the highest bidders. These 
bidders would become factory buyers also and would have as much 
cost ability as the warehouses to cut retail prices—and perhaps be less 
restrained about doing so. 

Finally, even had it been shown conclusively (and it has not been) 
that PPG has the intent and possible ability to monopolize glass re- 
tailing, the existing antitrust laws are a sufficient barrier. Although 
the Antitrust Division was unsuccessful in its 1946-48 attempt to 
secure divestiture of PPG’s merchandising operations under the 
Sherman and Clayton Acts, no one knows better than PPG’s manage- 
ment that the 1948 consent judgment in the Flat Glass case left the 
Government free to try again at any time, and, in the words of the 
Assistant Attorney General to the subcommittee, “Despite * * * dif- 
ficulties, there may well be a possibility worthy of serious considera- 
tion,” 





110 See ch. ITI, sec. D, pp. 60-61, above. 
111 Hearings, p. 105. 
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Conclusion Subcommittee counsel sees no present need for “legis- 
lative divestiture” of PPG nor legislative prohibition of vertical in- 
tegration by other glass manufacturers. On the other hand, this 
writer approves of the continuing vigilance of the Antitrust Division 
and its continuing consideration of the possibility of judicial divesti- 
ture of PPG’s merchandising operation under existing antitrust laws. 
It seems possible that divestiture of PPG’s merchandising outlets, 
and the fragmentation of PPG’s monolithic system of company- 
owned distribution into numerous small independent distributive 
units, buying at factory prices, would increase competition in glass 
distribution, and thereby, in the light of discernible industry trends, 
increase the competitive pressures on independent glass dealers. 

Legislation to prohibit retailing by distributors is no more—and 
probably less—justified than legislation to prohibit wholesaling and 
retailing by PPG. From testimony received in its hearings, this 
writer is left with the impression (not statistically validated) of a 
slow but definite trend for distributors to perform increasing amounts 
of retail services. While the portents are clear, the pace of change 
is most gradual. Distributors and dealers alike have the time—and 
the warning—to prepare in advance for the probable coming in some 
areas of a one-level system of independent distribution of flat glass. 
This trend, if it goes full course, will mark the end of an era—the era 
in which an entrepreneur could get into the glass-retailing business 
on a $500 investment—but will not mark the end of independent, 
efficient, and competitive distribution by small businessmen. The 
number of such small businessmen might well be somewhat smaller 
than at present, but still more than sufficient to carry out all of today’s 
retailing functions in a climate of genuine competition. 

Under the current administrative definition, a distributor may be 
“small business” with sales up to $5 million a year. A typical flat- 
glass jobber, having 15 to 50 employees, perhaps a half-dozen loca- 
tions, and a normal inventory of $750,000 which he turns over 3 or 4 
times a year, is definitely a small businessman. If the writer’s evalua- 
tion of the current forces at work in the industry is correct, this small 
businessman may eventually become, in some large cities at least, the 
smallest viable unit in flat-glass distribution. The farsighted jobber 
and dealer have already recognized this fact and acted upon it—the 
former by expanding his retailing operations, the latter by taking on 
some distributor functions and obtaining a factory source. That job- 
ber and that dealer do not appear to be in any real danger in the long 
or short run. The distributor who won’t consider retailing and the 
dealer who has no factory source, on the other hand, while at the 
moment safe enough in a majority of markets, may indeed face long- 
run extinction. is writer believes that the distributor has it within 
his power to save himself by retailing, and the dealers, in many cases, 
can save themselves by the merger, co-op, or pooled buying route sug- 
gested at page 88, above, whereby smaller units can acquire factory- 
price advantages. The eventual outcome will be more efficient and 
economical distribution; in short, progress. 
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B. STATUTORY REQUIREMENT OF COST-PRICE EQUALITY BETWEEN MANU- 
FACTURERS’ COMPANY-OWNED OUTLETS, INDEPENDENT FACTORY BUYERS, 
AND OTHER INDEPENDENT DISTRIBUTORS AND DEALERS 


While counsel for the NA&FGDA left no doubt of the association’s 
preference for outright statutory prohibition of dual distribution, he 
suggested as a second-choice alternative— 


That manufacturers or suppliers selling products at whole- 
sale for ultimate resale at retail shall not be permitted to sell 
or contract to sell such products at retail in competition with 
their own customers at unreasonably low prices, if the effect 
of any such sale at any such price may be to destroy competi- 
tion with, or to eliminate a competitor at the retail level of 
competition.’ 


A related proposal was that of counsel for the FGJA, who sug- 
gested legislation to— 


Permit the adoption of functional discounts in the sale of flat 
glass at both the factory and the wholesale level. Some such 
system might, if adopted, substantially assist the glass dealers 
who testified before this committee and assist them 
promptly." 


The cost advantages enjoyed by both the manufacturer’s outlet and 
the factory buyer, when they compete in retail markets with the dealer 
who lacks a factory source, are discussed in chapter III. Section D 
of that chapter illustrates these advantages by specific examples in 
table 8. Section E further discusses the problem in the light of the 
basic objective of section 2(a) “* of the Clayton Act as amended by 
the Robinson-Patman Act. That objective is to equalize costs among 
horizontal competitors. Subcommittee counsel’s conclusion (ch. ITI, 
») was that the objective is frustrated in the situations described. 

e above proposals were offered by witnesses as means of establishing 
equality in those competitive situations. 

The first proposal would minimize the competitive impact of the 
cost advantages enjoyed by the factory outlet and the factory buyer by 
requiring those segments of the trade to price goods sold at retail at a 
level which is not “unreasonably low” from the viewpoint of their 
dealer competitors who lack a factory source. NA&FGDA Counsel 
Cassedy suggested that the term “unreasonably low prices” should— 


mean prices below the cost of production, or prices lower 
than the total of the prices paid by retailers for the products, 
plus 6 percent added thereon.'”® 


Mr. Cassedy, under questioning by Senator Long, suggested that not 
only “the total prices paid by retailers” but also their overhead ex- 
penses should be taken into account in determining and promulgat- 
ing a minimum permissible level of retail prices of glass.*** 


1122 Hearings, p. 15. 
13 Td 162 


14 15'U.S.C., see. 13(a) [1952]. 
15 Hearings, p. 15. 
161d, p. 16. 
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In subsequent discussions with the subeommittee’s counsel, Mr. Cas- 
sedy amplified the NA&FGDA proposal as follows: Congress 
should ascertain the minimum percentage markup that must be added 
onto the wholesale cost of goods sold by the “average” retail dealer, who 
lacks a factory source, if he is to be able to operate his business at a 
reasonable profit. In determining what that percentage markup 
should be, consideration must be given to normal overhead. Having 
determined the percentage of markup that is sufficient, the Congress 
should enact a law making it “an unfair and deceptive act or practice 
in commerce within the meaning of section 5” of the Federal Trade 
Commission Act for any person to sell any product at retail at a price 
which is lower than the price arrived at oe applying that markup 
to the wholesale (as opposed to the factory) price of that product. 
In the opinion of the NA&FGDA, Mr. Cassedy advised, the 
appropriate markup in the retail glass business would be 67 percent." 

he second proposal, although not elaborated upon by FGJA’s wit- 
nesses, is assumed to contemplate the establishment by glass manufac- 
turers, in sales to factory buyers and in shipments to their own dis- 
tributive outlets, of a dual system of prices and accounts. Factory 
buyers (and, presumably, PPG warehouses) would be charged the 
factory price only as to goods which were received for sale (and sold) 
at wholesale for subsequent resale at retail. As to goods which the 
factory buyer or PPG warehouse received for sale (or sold) at retail 
itself, the amount charged by the factory would be the higher whole- 
sale price paid by independent dealers who have no factory source. 
This approach attempts to equalize costs among factory and nonfac- 
tory buyers at the wholesale level, rather than to put a floor under 
selling prices at the retail level. 

So far as this writer has been able to determine, no legislation has 
yet been introduced along the lines of the first of these proposals. 
At least two bills have been introduced in the 86th Congress which 
have as their purpose the implementation of the second idea. Both 
bills are intended to apply to industry generally, not just the flat- 
glass industry. H.R. 2729 would regulate the price basis of shipments 

y a manufacturer to its company-owned outlets. S. 315 would create 
a mandatory two-level system of pricing by manufacturers to their 
independent factory customers. 

H.R. 2729, introduced by Representative Alvin M. Bentley of Mich- 
igan in January 1959, proposes the addition of a new section to the 
Federal Trade Commission Act. The first of two subsections would 
make it unlawful for a “manufacturer or producer” who distributes 
his product in interstate commerce— 












































* * * through his own retail outlets and also through other 
retail outlets * * * to deliver such product to his own retail 
outlets at a price which consistently is lower than the general 
level of prices charged for such product to other retail outlets 
in the same general market which acquire such product from 
such manufacturer or producer. 


117Mr. Cassedy later submitted to subcommittee counsel a draft bill embodying this 
proposal. The text of this draft bill was also presented to a House committee ; see hearings, 
‘Fair Trade, 1959,’ House of Representatives Committee on Interstate and Foreign Com- 
merce, 86th Cong., 1st sess., March 1959, p. 729. 
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The second subsection would apply to “a manufacturer or a producer 
who distributes his product in commerce [and] sells direct to consum- 
ers.” It would, under the Bentley bill— 


* * * be unlawful for such manufacturer or producer to de- 
liver such product at a price which consistently is lower than 
the general level of prices charged for such product by his 
own retail outlets and by other retail outlets in the same gen- 
eral market which acquire such product from such manufac- 
turer or producer.""® 


Under S. 315, introduced in January 1959 by Senators Joseph C. 
O’Mahoney, of Wyoming, and John F. Kennedy, of Massachusetts, 
section 2(a) of the Clayton Act, as amended by the Robinson-Patman 
Act, would be further amended by amplifying the meaning of the key 
words in that section as follows: 


[T]he term “discriminate in price” and “discrimination” as 
used in this section shall be deemed to include the failure to 
impose differentials in price between purchasers in different 
functional classes; for the purpose of classification of cus- 
tomers as members of different functional classes, the charac- 
ter of the selling of the purchasers, not the buying, shall de- 
termine the classification, and any purchaser who sells both 
at wholesale and at retail shall, irrespective of quantity pur- 
chased, be classified (1) as a wholesaler on purchases for 
sale to retail customers, not owned and controlled by the 
same purchaser; and (2) as a retailer on purchases for sale 
to consumers.*** 


In “verbal shorthand,” the NA&FGDA idea (which is not in bill 
form) might be called “the retail price-maintenance proposal.” The 
concept of the Bentley bill can be abbreviated as “the producer’s 
outlet cost equalization bill”; and the O’Mahoney-Kennedy bill can 
be styled “the mandatory functional discount bill.” The pro and con 
arguments for all three can conveniently and appropriately be con- 
sidered together. 

The arguments for the three proposals include the following: 

(1) Because of their lower costs for identical goods, the factory 
outlet and factory buyer can, if they desire, sell goods at retail at a 
price equal to and sometimes lower than the actual costs of the com- 
peting retailer with no factory source, and still make a good profit. 
The objective of the Robinson-Patman Act is frustrated in this situa- 
tion. 

(2) If the factory outlet and factory buyer consistently sell prod- 
ucts at retail at prices as low as the retailer’s costs, the retailer will 
obviously be forced out of business. If this process goes full course, 


18'The House committee hearings in March 1959, note 117 above, dealt with H.R. 2729 
as well as a number of “fair trade” bills. Later, the same committee held additional (sub- 
committee) hearings on H.R. 2729 alone: Hearings, “Equal Pricing,” Subcommittee on 
Commerce and Finance, House of Representatives Committee on Interstate and Foreign 
Commerce, 86th Cong., 1st sess., July 21 and 22, 1959. As of the end of the session, H.R. 
2729 had not been reported by the House Commerce Committee. 

19 Hearings on H 8, H.R. 927, H.R. 2788, H.R. 2868, and H.R. 5430, all functional 
discount bills, some of which are similar to S. 315, were held by a House subcommittee in 
1959 : hearings, “Functional Discounts,” Antitrust Subcommittee, House of Representatives 
Committee on the Judiciary, 86th Cong., 1st sess., June 25 and 26, 1959. s of the end 
of the session. the House Judiciary Committee had not reported any of these bills. 
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to the point where all retailers are eliminated, only factory outlets 
and factory buyers will be left to perform the retail functions. Be- 
cause the number of factory outlets and factory buyers is so much 
smaller than the number of retailers, the retail function will be per- 
formed less efficiently and with less vigorous competition. 

(3) In support of the necessity for the retail price-maintenance 
proposal, it is argued forcefully by some dealers that the producer’s 
outlet cost equalization proposal is insufficient, alone, to solve the com- 
petive problem of the retailer who has no factory source and must 
compete with a factory outlet. The reason is that, even though the 
producer were obliged by law to invoice products shipped to his own 
outlet on the same price basis charged independent outlets competin 
at the same horizontal level, the producer and producer outlet woul 
still be one company and need to make only one profit (which might 
as well be at the production level) to stay in business. The producer- 
owned outlet’s markup might often be sufficient, for total-company 
profit purposes, if it merely paid the cost of maintaining the outlet, 
while the independent competitor must make a profit at that level to 
survive in business. Hence, were the Bentley bill enacted, it would 
still be economically possible for the producer to sell through its own 
outlet at a level which would be both profitable to it and ruinous to 
its independent competitor. The producer’s outlet cost equalization 
proposal is useless, therefore, unless the retail price-maintenance pro- 
posal is added to it. The second subsection of the Bentley bill, as 
presently worded, does not reach and solve this problem, since the 
subsection is apparently aimed only at direct factory sales to con- 
sumers, not factory outlet’s sales to consumers. 

(4) So far as the retailer with no factory source is concerned, the 
competition of the independent factory buyer is no less lethal than 
that of the factory-owned outlet. Both are alike in having substan- 
tially lower costs than the retailer’s for identical products. For that 
reason, so long as producers and wholesalers are allowed to sell at re- 
tail at all, neither the producer’s outlet cost equalization proposal nor 
the mandatory functional discount plan could alone eliminate the 
retailer’s grave competitive disadvantage. He must have both. 

The arguments against the three proposals include the following: 

(1) All three suggestions are inflationary in that they would arti- 
ficially protect and promote higher prices, at all distributive levels, 
than would exist is an open and freely competitive market. This 
point is amplified in the next two arguments. 

(2) If the retail price-maintenance proposal were enacted, without 
simultaneous enactment of the other two (cost equalization) proposals, 
the factory outlet and factory buyer would be forbidden by law to pass 
on to their retail customers any of the savings they enjoy by virtue 
of their lower costs of goods sold. They would, in effect, be forced to 
make an exorbitant profit.% They could use that additional and 
exorbitant profit to furnish greater consumer service facilities and 
to purchase more high-pressure advertising. In this situation, the 
consumer would be forced to pay a higher price than free competition 


2 In table 8, p. 54, compare line 25-d, showing the percentage markup taken by a 
factory outlet or factory buyer, with line 24—d, showing the percentage markup taken by a 
dealer in sales to consumers at identical retail prices. The factory outlet and factory 
buyer’s markups are shown to be from 158 to 165 percent, the retail dealer’s 100 percent. 
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would otherwise dictate, and the independent retailer’s competitive 
disadvantage would not really be cured, since his competitors’ profits, 
even though based on the same retail prices and assuming identical 
volume, would be so much greater. 

(3) On the other hand, if the two cost-equalization proposals were 
enacted without the retail price-maintenance proposal, the dealer’s 
competitive disadvantage would not be cured, for the reasons set forth 
in the third “pro” argument, above. Furthermore, under the two 
cost-equalization proposals, the producer, as to goods shipped to its 
own outlets or sold to independent factory customers for resale at 
retail, would be forced to charge higher prices and to make a greater 
profit than free competition would otherwise dictate, in precisely the 
same manner and to much the same effect as occurred at the retail 
price level in the situation of argument (2), next above. 

(4) Even in theory, then (as the “pro” arguments themselves have 
demonstrated ), no one of the three proposals will cure the competitive 
disadvantages of the independent retailer without the othertwo. But 
what would be the implications for business, the consumer and the 
economy of the simultaneous enactment of retail price maintenance, 
producer outlets’ cost equalization, and mandatory functional dis- 
counts? In the first place, as argued in (2) and (3) above, all retail 
and some wholesale (factory) purchasers would be denied the price 
benefits of free competition. In the second place, the manufacturer, 
the wholesaler, and the retailer might well find themselves saddled 
with a degree of top-to-bottom Federal Government regulation of their 
businesses unprecedented in American history for complexity and op- 
portunities for injustice and confusion. 

Who would determine the percentage of “reasonable” markup that 
must be applied to wholesale prices to establish minimum permissible 
retail prices? Surely that percentage could not be the same for all 
industries, for all products within an industry, or even for the same 
product in all regions of the country. Indeed, it might well not be 
the same for the same product in the same market in 2 subsequent 
months. The overhead costs of which dealer would be taken as the 
“average” or “typical” costs on the basis of which the “reasonable” 
markup would be ascertained? Congress, surely, could fix no uni- 
versal percentage markup by statute. The best it could do would be 
to authorize some existing or new Federal regulatory agency to estab- 
lish the markups on an industry-by-industry, product-by-product, 
region-by-region, and possibly business class-by-class basis. The prob- 
lems that would confront that Federal agency would tax the wisdom 
of Solomon and make the problems of the wartime and postwar price 
stabilization agencies seem puny by comparison. Once again, as dur- 
ing the regime of those agencies, every retailer, the smallest as well as 
the largest, would have to consult complicated Federal schedules and 
rules to determine the price at which he must sell a particular product. 
The significant difference would be that the schedules and rules would 
fix minimum rather than maximum permissible prices. 


431In this connection, it may be noted that PPG stoutly maintains that it already is 
following the practice of invoicing all goods shipped to its warehouses at the same prices as 
are offered independent factory buyers, and reships auto glass from its warehouses to its 


retail stores at the same prices as the warehouse offers independent dealers. See ch. III, 
sec. D, pp. 57—59, above. 
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The factory-buyer wholesaler, in turn, would have to keep careful 
records of the market and manner in which he disposed of each item 
from his inventory, to claim his rebate from the producer on goods 
sold at wholesale. The factory price could hardly be granted at the 
time of initial purchase to any but exclusive wholesalers, for the 
wholesale-retail distributor would not know, when he stocked his in- 
ventory, how much of a particular order would be wholesaled and how 
much retailed ; a rebate system would be necessary instead. 

The temptations at all levels to “chisel” would be so numerous and 
so great, and the difficulties of policing the retail and wholesale price 
maintenance and cost equalization systems so mammoth, that the entire 
system might collapse of its own weight, with even more disorder, 
confusion, and competitive bitterness than previously. 

(5) Finally, there has been no clear showing that such revolu- 
tionary and drastic legislation is necessary, even to preserve the two- 
level system of distribution, much less to assure the preservation of 
efficiency and competition in the function now performed by retailers. 
One very important factor not mentioned in any of the “pro” argu- 
ments nor in the preceding “con” arguments is that it takes separate 
and additional capital investment for either a manufacturer or whole- 
saler to perform the retail functions. The preceding arguments all 
assume that the manufacturer and wholesaler are able and willing, in 
order to promote volume and profit at the production and/or whole- 
sale levels, to make no return on their investment in the specialized 
facilities and personnel required for performance of retailing services. 
Human nature and normal capitalist motivation are both strong 
against that assumption; an investor likes to make a profit on every 
investment, not just some investments. That being so, the manufac- 
turer and wholesaler are unlikely to operate their retail facilities and 
services on the basis of no functional profit ; capital and overhead costs 
of performing the retail functions are essentially the same, no matter 
what the ownership; and there is, accordingly, more equality in both 
cost and the profit need among the classes of competitors than any 
of the preceding arguments might lead one to believe. The factor 
of lower costs of goods sold remains, but the competitive impact of that 
fact at the retail price level, absent any of the three legislative sug- 
gestions discussed in this section, is now and is likely to remain con- 
siderably less than might be supposed from some of the arguments 
the subcommittee heard from glass dealers. 

Conclusions.—No one of the three price-cost regulation proposals— 
retail price maintenance, producer outlets’ cost equalization, and 
mandatory functional discounts—will effectively solve the competi- 
tive problems of the independent glass retailer, struggling to make a 
living in retail markets invaded by factory outlets and factory buyers, 
unless the other two are enacted also. The unprecedented degree of 
Federal interference in and regulation of private business that would 
be involved in enacting and effectuating these proposals are so great 
as to give this writer serious pause in recommending them to the com- 
mittee. They are, perhaps, deserving of further study, but they 
should be enacted, if ever, only after the most exhaustive consideration 
and debate of all their manifold implications for business, the con- 
sumer, and the economy. 
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The writer is ready to make the tentative assumption that, in the 
flat-glass industry, factory outlets and factory buyers may eventually 
bring about the elimination of glass retailers as a separate class; but 
he is further persuaded that such a result will occur only if, and when, 
the factory outlets and distributors are ready and willing to perform 
all the present retail functions as efficiently and somewhat more eco- 
nomically than they are now being performed. There is certainly no 
ground for the belief that the assumption of the retail functions by 
present wholesalers would spell an end to competition at the level of 
sales to consumers. Hence, there is no occasion for public alarm. 
However, subcommittee counsel’s observation of the glass marketplace 
has also persuaded him that the elimination of the independent glass 
retailer is yet a long way off, and may never come about in small towns 
and even some cities. The factors expressed in “con” argument (5) 
above will make the process of change a slow one, in which the more 
alert and efficient retailers will have ample time and opportunity to 
make the adjustments that may be necessary for survival in any fu- 
ture one-level system of glass distribution. 

It may well be reiterated that the independent factory-buyer dis- 
tributors are not even in long-range danger of extirpation by factory 
outlets, in this writer’s estimation. They are too essential to too many 
competing glass producers, foreign and domestic, to permit of the be- 
lief that the producers could or would let them go under. These manu- 
facturers will find ways to maintain the independent jobbers in a situ- 
ation close to parity with PPG’s warehouses. Independent distrib- 
utors, in turn, will be forced and will be able to find ways to maintain 
competition with PPG’s retailing operations. In some markets it will 
be by price reductions to independent dealers; in others, by the mer- 
ger of distributors and dealers into integrated operation; in still 
others, by the distributors making the additional investment requisite 
to carrying out the retailing functions themselves. Each distributor 
will, of course, be consantly challenged to predict the competitive re- 
quirements for success in his particular market, and those who make 
wrong choices may meet disaster. But nowhere has the writer as yet 
discerned a situation in the glass distributive trades where the failure 
of one competitor will represent a threat to competition. 


C. MISCELLANEOUS OTHER RECOMMENDATIONS OF WITNESSES 


1. Manufacturer financing of independent distributors, subjected to 
severe restraints by the consent judgment in the Flat Glass case, 
should now be permitted by amending the judgment, in the view of 
FGJA Counsel A. Alvis Layne, Jr. This writer’s conclusion, that 
the need is not yet clearly shown for granting the FGJA’s request for 
amendment of the judgment to permit the establishment of territorial 
franchises and exclusive dealing arrangements,’** does not apply to 
this related proposal. It is respectfully suggested that the Antitrust 
Division extend to the defendant manufacturers, the FGJA, the 
NA&FGDA, and other interested companies and trade associations, 
an invitation to submit memoranda to the Division on the need or 
lack of need for and the competitive implications of such an amend- 


122 Hearings, p. 162. 
133 Ch. III, sec. H, pt. 2, p. 85, above. 


























102 DUAL DISTRIBUTION OF FLAT-GLASS PRODUCERS 





ment. The right of defendant manufacturers to at least match the 
consignment selling arrangements granted by certain nondefendant 
manufacturers to some distributors should especially be considered. 
It may be that this right exists without modification of the judgment. 

2. Legislation to prohibit the wholesale or retail distribution of 
glass by automobile manufacturers and automobile dealers was pro- 
posed by the UA&FGDA.'* This proposal is considered and rejected 
in chapter ITT, section C, page 47, above. 

3. The need for more industry statistics, the collection and dissemi- 
nation of which is restricted by the Flat Glass case consent judgment, 
was noted by several witnesses. This writer concurs in their recom- 
mendation that the judgment be amended to meet that need. Further 
discussion of the point and subcommittee counsel’s reasons for his con- 
clusion are contained in chapter III, section H, at page 88. 

4, Deferral of the time of payment of the Federal excise tax on auto 
glass, recommended by FGJA’s witnesses,’*> was concluded to be war- 
ranted in chapter III, section H, at page 86. 

5. Three proposals to strengthen the antimonopoly powers of the 
Federal Trade Commission were endorsed by then Commission Chair- 
man John W. Gwynne.'** These proposals are (1) to give the Com- 
mission power to apply to the courts for injunctions against certain 
mergers; (2) to require premerger notification; and (3) to give final- 
ity to unappealed Clayton Act orders of the Commission. This writer 
endorses all of these suggestions.'*" 


The appendixes to this staff report are contained in a separate 
committee print, copies of which will be furnished on request by 
the Senate Small Business Committee, Senate Office Building, 
Washington, D.C. The contents of the committee print (appendix 
to staff report) are as follows: 


CONTENTS OF APPENDIX TO STAFF REPORT 
Appendix No. 


I, Statistics on flat glass exports, imports, and production. 
(A) U.S. exports, flat glass. 
(B) U.S. imports, flat glass. 


(C) Information regarding the collection and classification by the 
Bureau of the Census of statistics on flat glass manufactures 
in the United States. 


1% Hearings appendix, p. 375. 
1% Hearings, pp. 162, 210. 
12% Id., pp. 114, 115. 

27S. 724, a bill introduced in the 86th Cong. on Jan. 27, 1959, by Senator John 
Sparkman, chairman of the Senate Small Business Committee, would implement the 
first two of these three recommendations, i.e., extension of antimerger injunctive powers 
to the Federal Trade Commission and a requirement of prior notification to the FTC and 
the Justice Department of certain mergers. Senator Sparkman’s bill was referred to the 
Senate Judiciary Committee; but, because S. 724 included provisions as to bank mergers, 
a subject now within the jurisdiction of the Finance Committee, the Judiciary Commit- 
tee’s Antitrust and Monopoly Subcommittee held hearings, instead, on S. 442, a bill intro- 
duced by Senators O’Mahoney and Kefauver. The latter bill is similar to S. 724 but does 
not include provisions relating to banks. Following hearings held on Mar. 5, 6, and 24, 
1959, the Antitrust and Monopoly Subcommittee favorably reported S. 442 to the full 
Senate Judiciary Committee, on whose calendar it was still pending at the end of the 
1st sess. of the 86th Cong. 

Chairman Gwynne’s third recommendation, relating to finality of unappealed Clayton 
Act orders of the FTC, is the subject of S. 726, a bill introduced in the 86th Cong. by 
Senator Sparkman, for himself and Senators Long, Bible, Proxmire, Kefauver, and 
O'Mahoney. S. 726 passed both Houses of Congress during the 1st sess. and was approved 
7 the President on July 23, 1959, to become Public Law 86-107. (See app. VIII, num- 

ered par. 2.) 
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II. Companies, associations, and agencies represented at hearings of the Sub- 
committee on Monopoly, Senate Small Business Committee, on “Com- 
petitive Problems of Independent Flat Glass Dealers,” Washington, D.C., 
July 30 and 31, October 9 and 10, 1958. 

(A) Chronological list. 

(B) Alphabetical list. 

III. Excerpts from additional correspondence between the committee and 
Pittsburgh Plate Glass Co. (suplementing hearings apps. VIII and XV, 
hearings appendix, pp. 340, 466). 

(A) Letter to committee from James W. Cassedy, counsel to National 
Auto & Flat Glass Dealers Association (referred by committee 
to PPG on March 4, 1959). 

(B) Letter to committee from Cyrus V. Anderson, assistant general 
counsel, PPG, dated March 19, 1959, with exhibits 1 through 9. 

Exhibit 1. Final judgment in the Flat Glass case (U.S. v. 
Libbey-Owens-Ford Glass Co., et al.), with marginal an- 
notations made by PPG for guidance of its personnel. 

Exhibits 2 through 9. Circular letters from PPG to its ware- 
house managers and other managerial personnel relating 
to compliance with the final judgment in the Flat Glass case. 

(C) Letter to committee from Cyrus V. Anderson, assistant general 
counsel, PPG, dated March 27, 1959, with exhibits 1 and 2. 

Exhibit 1. Announcement of Phil’s Glass Co., Inc., Chelsea, 
Mass., of opening on March 2, 1959, of a fourth auto-glass 
service location. 

Exhibit 2. Announcement of Acme Glass Co., Cambridge, 
Mass., of opening on March 2, 1959, of a second auto-glass 
service location. 

(D) Letter to committee from Cyrus V. Anderson, assistant general 
counsel, FPG, dated March 30, 1959, regarding pricing of glass 
in transfers from PPG factories to PPG merchandising outlets. 

(E) Letter to committee from Jerome Doyle, partner, Cahill, Gordon, 
Reindel & Ohl (attorneys for PPG), dated June 12, 1959, re- 
garding civil and criminal price-fixing actions filed by Depart- 
ment of Justice against Auto Glass Dealers Association, Inc., 
of New York, and certain of its officers. 

IV. Guide to pricelists and price tables in the hearings and hearings appendix, 
in the staff report, and in the committee’s files. Explanatory note. 

(A) Plate glass: 

(1) Factory prices. 
(2) List prices. 
(B) Sheet (window) glass: 
(1) Factory prices. 
(2) List and wholesale prices. 

(C) “Safety glass”: curved and flat auto glass and other laminated 

and tempered glass: 
(1) Factory prices. 
(2) List and wholesale prices. 

V. Additional pricelists and price announcements for auto glass (titles and 
descriptions of pricelists, etc., retained in the committee’s files). 

VI. Memorandum to committee from William M. Kryger, Kryger’s Safe-T 
Glass & Paint Co., Lincoln, Nebr., dated January 2, 1959. 

VII. Correspondence between committee and the Bureau of the Census: 

(A) Correspondence regarding censuses of business. 

(B) Statement of Bureau’s position: reasons why census returns are 

held in confidence. 

VIII. Senate Small Business Committee’s recommendations for strengthening pri- 
vate antitrust enforcement and status of legislation to implement those 
recommendations. 
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ADDITIONAL TABLES IN APPENDIX TO STAFF REPORT 


Table 
No. 


13. 
14. 


15. 
16. 


5 ly 


18. 


Exports of flat glass, 1953 through 1957. 

Imports of flat glass, 1953 through 1957. 

Value of shipments of products of purchased glass by all manufacturing 
establishments, for United States, 1947 and 1954. 

Value of shipments of selected products of Industry 3211, Flat Glass, arrayed 
with delivered cost of materials consumed by Industry 3231, Products of 
Purchased Glass, 1954. 

Pittsburgh Plate Glass Co.: Service branches opened in period June 1958 
through February 1959 (supplementing PPG Exhibit II-A-2, hearings 
appendix p. 478). 

Pittsburgh Plate Glass Co.: Retail stores opened in period August 1958 
through February 1959 (supplementing PPG Exhibit II-A-3, hearings 
appendix p. 481). 


. Pittsburgh Plate Glass Co.: Opening dates of auto-glass service centers. 
. Pittsburgh Plate Glass Co.: Numbers of warehouses, service branches, and 


retail stores making auto-glass installations, 1954, 1958, and 1959. 


. Pittsburgh Plate Glass Co.: Amended statistics on installation and jobbing 


sales of auto glass by Philadelphia auto-glass service centers (supple- 
menting table at hearings appendix p. 715). 


. (Auto) Glass Replacement, Repair: Number of establishments, aggregate 


receipts, payroll, and other data, 1948 and 1954 (Bureau of the Census). 


. Glass (Building) Distributors: Number of establishments, aggregate sales, 


inventories, operating expenses, payroll and other data, 1948 and 1954 
(Bureau of the Census). 
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THE IMPACT OF SUBURBAN SHOPPING CENTERS ON 
INDEPENDENT RETAILERS 


JaNvARY 5, 1960.—Ordered to be printed 
Filed under authority of the order of the Senate of September 4, 1959 


Mr. Humpurey, from the Select Committee on Small Business, 
submitted the following 


REPORT 


INTRODUCTION 


In recent years, your committee has received complaints from 
independent retailers that they cannot rent space in the hundreds of 
bright new shopping centers that have been mushrooming each year 
in suburban America. The salt in the wounds of these small—and 
for the most part highly successful—store owners is that even though 
the developer of a projected shopping center may want them as 
tenants, they are, financially speaking, untouchables. To thousands 
of independent and resourceful businessmen, store owners who have 
made their merchandising mark in their communities, this is a per- 
sonally frustrating and often economically perilous situation. 

Equally galling to the smaller, independent retailers is the fact that 
the few who do succeed in making the grade as shopping-center 
tenants are often charged a higher rental than chainstore tenants in 
the same retail field. 

Your committee’s decision to inquire into this small business prob- 
lem was given impetus by the knowledge that the excluded retailers 
are not marginal operators, are not to be numbered among the chroni- 
cally complaining weak members of the business community, but are 
small merchants with ample operating capital and long histories of 
successful store management. 

Consequently, your committee’s Subcommittee on Retailing, Dis- 
tribution, and Fair Trade Practices conducted 2 days of public hearings 
on the problem of small retailers versus shopping centers. On April 27 
and 28, 1959, 20 witnesses, representing diverse interests and points of 
view, testified. In addition, other acknowledged experts in this field 
submitted statements for the record. 


1 
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Cuapter I. Testimony or SMALL Rerarters 


The enormous economic handicaps now placed on com- 
munity food-store operators and the numerous preferences 
given large chains are making those local food retailers who 
survive, a tough breed.! 


Your committee is aware that the experience of independent mer- 
chants in shopping centers is merely an extension into suburbia of 
problems which have long been present in prime downtown locations 
and other intown business areas. The basic cause of this situation 
is the almost universal policy of major financial institutions which 
dictates that, before the lending agency may grant a long-term loan 
on a new building in any prime location, the owner or developer must 
have signed fixed-minimum and guaranteed rentals fom AAA tenants 
(tenants with a net worth of at least $1 million) to cover amortization 
of the loan, real estate taxes, insurance, and, frequently, operating 
expenses. 

Rare is the small retailer, no matter how successful his store, how 
sound his management, how good his credit, who can boast a net worth 
of $1 million. 

This is the crux of the problem covered by your committee’s 
hearings. 

The first small retailer heard by your committee was Mr. Tag 
Kimberling, representing himself, as the owner and operator of three 
supermarkets in Oklahoma City, and also speaking for the National 
Association of Retail Grocers. Despite Mr. Kimberling’s proved 
ability as a food merchant, he was denied space in shopping centers 
because of the AAA net-worth requirement. He testified concerning 
a turndown on space in a 500,000-square-foot regional shopping center 
in Oklahoma City, which contains a 30,000-square-foot supermarket, 
stating: 


For years I have had a successful business relationship 
with the developer of this center. When he was workin 
on this large regional center, he informed me that we coul 
have the supermarket location in it if his financing sources 
would approve the lease. My financial statement was satis- 
factory to him, and my wholesale supplier having annual 
sales of $135 million and total assets of over $10 million 
agreed to cosign the lease. 

After many meetings and discussions with the developer, 
it seemed certain we could count on being in this new center, 
but when the day came to sign the lease I was informed that 
my lease was unacceptable to the lending agency. 

By the way, the developer on this project was required to 
have 85 percent of the space leased to national accounts. 
That is what he told me. 

Only a large chain with national credit was acceptable. 
After months of very satisfactory negotiations with the 
developer, I was turned down. The result was that a large 
chain competitor took over the location.’ 

"1 Hearings, “Shopping Centers—1959’’, U.S. Senate Select Committee on Small Business, Subcommittee 


on Retailing, Distribution, and Fair Trade Practices, 86th Cong., Ist sess., p. 44. 
1 Hearings, p. 42. 





IMPACT OF SUBURBAN SHOPPING CENTERS ON RETAILERS 3 


Mr. Samuel Morris, a seasoned and successful operator of drug- 
stores in the metropolitan area of Washington, D.C., testified that, 
when plans were projected for a new shopping center across a highway 
from his store, he sought, without success, to obtain a lease. Mr. 
Morris stated: 


Some time after the plot of land across the street was 
cleared for commercial use by the zoning board, the first sign 
to go up there was a big one announcing that a large chain 
drug company would soon build a store over there. 

I see this sign each morning as I go down to open up. It 
reminds me that my days may be numbered. 

* * * x x 


There are at least a half dozen new buildings being built 
in downtown Washington right now. * * * In every single 
new building, the modern drugstore location is occupied by 
a chainstore. Why? 

* * * Tt is not because we independent, local druggists 
are stupid. We want those locations, we will pay the owners 
more rent for those locations and we will sell as much or 
more merchandise in those locations. We can’t even get con- 
sideration from the builders or developers of those or shop- 
ping center locations. Why not? Because we are local, in- 
dependent merchants—we do not have national credit rat- 
ings. That is our crime.® 


Mr. Harold M. Goldfeder, another successful operator of 10 drug- 


stores in the Washington, D.C., metropolitan area, also told your 
committee that: 


The usual reply that I receive is that the developer would 
love to have my type of drugstore operation in his center; 
however, he cannot lease to me because lending institutions 
require that he have a larger percentage of prime leases. 

*~ * * * * 


As a registered pharmacist, I am afraid that the future of 
the independent drugstore is very dark. 


* * * * * 


If this condition continues, particularly when you consider 
the rapid growth of shopping centers, I am afraid that future 
generations will learn of independent retail operations only 
by referring to their history books.‘ 


William Sabbag, variety store operator of Jacksonville, Fla., testi- 
fied and also wrote your committee in part, as follows: 


We are squeezed out of big shopping centers and need your 
help. Our company is a locally owned chain of six variety 
stores and has operated successfully in Jacksonville for 25 
years in direct competition with national variety chains. Our 
present volume of business is $525,000 with a net worth of 
$302,000, under the ownership of three partners * * *. 

« * * * = 


+ Hearings, pp. 47, 48. 
‘ Hearings, pp. 24, 25. 
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We would like also to point out the strategic,locations of 
these new shopping centers are causing existing stores in old 
established locations to close their doors because of the lack 
of customers. 

In our area, the available locations for shopping centers 
will soon be taken up and the small businessman will be 
frozen out for good.° 


Mr. Clarence B. Davis, president, Davis 5 & 10 Stores, Albuquerque, 
N. Mex., told your committee that at the beginning of the projected 
Winrock Center in Albuquerque, the developers wrote to him that 
“‘we will be glad to discuss leasing with you.’”’ Other encouragements 
followed; then a long silence. Several months later, on February 9, 
1959, Mr. Davis received a letter from the developers which said: 


During the last several months we have made a thorough 
study of all of the major variety store chains for the purpose 
of finding one which we feel would be best suited for Winrock 
Center. While it was a difficult decision to make, we have 
decided upon S. S. Kresge Co., and have reached final agree- 
ment with them. 

We appreciate very much the interest which you have 
shown in Winrock Center * * *.° 


In addition to the above testimony, your committee was told by 
another witness of an independent shoe retailer, operating six better 
grade stores in Virginia, who found it was necessary to have one of his 
main factory suppliers guarantee his lease before he was accepted 
into a shopping center. The official of that supplier said it was neces- 
sary for his company to cosign approximately 450 of its dealer’s 
leases before they could obtain space in shopping centers. 

Your committee also heard that in medium-priced women’s apparel 
a local merchant is not likely to obtain space in shopping centers be- 
cause it is so easy for a developer to sign up a large chainstore in this 
line of merchandise. 

The testimony from these small retailers, which was well corrob- 
orated by the testimony of others, leaves your committee in no 
doubt that in certain well-defined merchandising fields, independent 
store owners, irrespective of how successful or enterprising they may 
be, find it extremely difficult—and in many cases impossible—to rent 
space in shopping centers. 


Cuapter II. Toe Growrs or SHoppinc CENTERS 


Shopping centers are creatures of suburban growth, and suburban 
growth has been the product of the trend from the farms to the cities 
and, in turn, from the city core to the suburbs, of the Nation’s booming 

opulation and the transition from the horse-and-buggy age to a 
ation on rubber-tired wheels. 

Shopping centers are an inevitable byproduct of the automobile 
age. Their importance in the Nation’s economy has increased in 
direct proportion to the number of cars on the Nation’s highways. _ 

There are 50 million cars in operation at the current time. Esti- 
mating 3.3 persons to a family, there are 53,600,000 families in the 


§ Hearings, pp. 61, 62. 
® Hearings, p. 129. 
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country today—an avearage of almost 1 automobile per family, by 
far the highest ratio of cars to families in the world. 

The Urban Land Institute of Washington, D.C., credits Edward H. 
Bouton of Baltimore with the first “‘shopping center” idea. Bouton 
set up the Roland Park Co. in his home city in 1907, an architecturally 
unified store building set back from the street, with offstreet parking 
for the carriage trade. 

Conversion from grass areas for horses and carriages to black top 
for automobiles was easy. Jesse Clyde Nichols created the Country 
Club Plaza, for automobile trade in Kansas City in the early 1920’s, 
and the modern shopping center was on its way. 

The “modern” style of architecture, now common because of its 
clean lines and comparatively low cost, was born in Hugh Potter’s 
River Oaks Shopping Center in Houston in 1924. Then came the 
Sears and Wards stores; slightly later, the food supermarkets, locating 
on outlying tracts, where less expensive land was available for offstreet 
parking. 

The large chains discovered the benefits of supermarkets in the 
1930’s, and cut their merchandising costs by erecting huge stores, 
maximizing an appealing display of goods and minimizing services. 
In the same period, the downtown department stores began giving 
thought to establishing branches in the suburbs, to follow the migra- 
tion of population away from the city core. 

These two movements, given impetus by the ubiquitous automobile, 
were wedded in the planned regional shopping center. 

Following World War II, civilian construction, long held back by 
the demands of a 6-year war economy, boomed. Building for retail 
distribution was high on the list of new construction, and suburban 
locations near the new, teeming population centers were most popular. 
The reason for this is the fact that population growth in this country 
has taken place largely on the fringes of cities, and alert businessmen 
have taken their retailing operations to the places where consumers 
have chosen to live. The following chart, compiled by the Census 
Bureau, shows the tremendous population growth that has occurred 
in the suburban areas: 


1950 





1955 Change 


In suburbs of 168 metropolitan areas.......| 34, 660, 700 44, 281,000 | Up 9,620,300 or 27.8 percent. 


TE OI os nc dddiniduckstatacksdadaue 49, 135, 000 51, 023,000 | Up 1,880,000 or 3.8 percent. 

Ts Other urbeR GF0Ns.. .....cccccnescccsce<s 23, 067, 000 24, 217,000 | Up 1,150,000 or 5 percent. 

J TF no oidacecktuccecacassnnaneiiias 42, 771, 000 41, 440, 000 Down 831,000 or 1.9 percent. 
Total United States_................ 149, 630, 700 | 161, 461, 000 | Up 11,827,300 or 7.9 percent. 





In the 5 years from 1950 to 1955, 80 percent of the total increase in 
— took place in the suburbs of 168 metropolitan areas. Ifthe 

irth rate continues at its present pace, the Census estimates that by 
1976 another 63.3 million people will be added to the U.S. population 
figure, bringing the total to well over 223 million people. By 1976, 
urban areas will probably contain three-fourths of all the population. 
If this suburban development continues at its present rate, 80 per- 
cent of the expected 46.5 million increase in urban areas will take place 
in suburbs.’ 


? Urban Land Institute, Technical Bulletin No. 30, pt. 1, p. 13. 
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These population figures, when translated into business terms, are of 
tremendous significance, for they correlate with the growth of retail 
store sales in the suburbs as compared to the sales in the central busi- 
ness districts of the major metropolitan areas. The 1954 Census of 
Business reveals that in 50 metropolitan areas, 44 had greater gains 
in retail store sales outside the central city area. The average in- 
crease for the central business districts was 23 percent, whereas it was 
59 percent for the standard metropolitan areas outside the central 
cities. The national increase was 32 percent for total retail sales 
figures.® 

While retail-store figures are not broken down into shopping-center 
sales, there is good reason to believe that the growth in suburban 
retail sales has taken place largely in shopping centers because of the 
amazing growth that has occurred in shopping-center sales the last 
10 years. Ten years ago the percent of retail sales in centers was 
relatively insignificant. By the end of 1959, the 3,700 shopping 
centers that are expected to be in operation will account for $40 billion 
in annual retail sales, or approximately 25 percent of all retail trade 
exclusive of automobile sales.° 

Shopping centers are usually classified in terms of square footage 
of store floor area. From the smallest to the largest, they are: (1) 
neighborhood center, (2) community center, (3) regional center. 
Characteristics of each are as follows: 

Neighborhood center.— Ranges from 20,000 square feet of store- 
floor area to 60,000 square feet; key tenant is a drugstore or 
supermarket; usually has 5 to a dozen independent retailers; 
requires a population of from 7,000 to 20,000 to justify its 
existence. (Lately, however, the trend toward larger store sizes 
means that a greater trade area is required to support a neighbor- 
hood center than was previously the case.) 

Community center.—Contains from approximately 100,000 
square feet to 400,000 square feet of store-floor area; the smaller 
community centers are keyed to a variety store, while the larger 
center of this type has a junior department store as the largest 
unit; has 30-50 retailers and requires for its support a population 
of 80,000 to 100,000." 

Regional center.—Generally exceeds 500,000 square feet of store- 
floor area; has at least one major department store branch, a 
junior departmeat store, and most of the types of stores which 
appear in a community center; requires several hundred thousand 
people in its trade area.” 

There were approximately 3,500 shopping centers of all types in 
actual operation in this country by mid-1959. The magazine Chain 
Store Age, May 1959, estimates there will be 8,500 to 10,000 centers 
operating by 1965. 


Cuapter III. Promotion anp DEVELOPMENT OF SHOPPING CENTERS 


Into the development of any projected shopping center must go 
careful and detailed planning if the center is to be of maximum service 
to the public and make money for its developer and constituent stores. 


8 Ibid., p. 16. 

* Chain Store Age, May 1959, p. E29. 
10 Hearings, pp 29, 30, 111, 216-218. 

" Thid. 

2 Ibid, 
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Below are outlined some of the factors which must be taken into 
consideration when a center is in the blueprint stage. 


A. PRELIMINARY STEPS AND STAGES 


Market analysis 


Whether a proposed shopping center is feasible or not depends on 
the supporting evidence turned up in the analysis of the market area. 
The market analysis indicates the economic potentials for a proposed 
center and determines the kind and size of the project."* A thorough 
analysis will include an examination of existing and potential compe- 
tition, including its location, nature, and caliber. It measures the 
population of the trading area and predicts growth trends. It as- 
sembles and analyzes data relating to store sales and charge accounts, 
number of bank depositors, savings accounts, telephones, income 
ranges—all indexes of buying power. In addition, auto traffic volume, 
highway capacities, long-range highway planning, city planning, and 
proposals must be ascertained. Ultimately, the market analyst must 
determine for each type of store in the proposed center the percentage 
of purchases that will be attracted to the new center from each com- 
munity in the trade area.“ It must not be forgotten that a new 
shopping center may be equivalent to adding the retail space of a 
onal Ged to the existing facilities. The developer must be sure this 


community can absorb the increase in retail selling space. 
Selection of site 


The market analysis also will largely determine the site of the pro- 
posed center. The importance of a good location cannot be empha- 


sized too strongly. As one experienced developer put it, a successful 
developer with good tenants will have a real struggle in a poor loca- 
tion. A survey of eight regional shopping centers conducted by the 
Research Division of the New York University School of Retailing 
showed that ‘the biggest single factor attracting the shoppers to 
centers was geographical location.” '* The great pains taken to secure 
a good location are placed in clearer perspective when it is understood 
that every developer expects that once a site is obtained there will 
not be another logical site within that marketing area that would 
make it feasible for another developer to risk setting up a competing 
center.’ 


Preliminary site plan 


Following the market analysis and the selection of a site, a pre- 
liminary site plan is prepared for the purpose of interesting key 
tenants.’® The preliminary plan involves professional site planning 
and engineering studies. Trade area surveys and a brochure are 
frequently prepared for key tenants.” 


13 “Community Builders,” p. 133. 

4 Hearings, pp. 216-223, 241. ‘Community Builders,” pp. 133-140, 262. (Notr.—The committee was 
unusuelly fortunate in having as personal witnesses at the hearings three of the Nation’s foremost 
market analysts. James W. Rouse, Baltimore, Md.; Richard L. Nelson, Chicago, Ill., Dr. Homer Hoyt, 
Washington, D.C In addition, another prominent analyst submitted a written statement—Mr. Larry 
Smith, Seattle, Wash.) 

it Hearings, pp. 38-39, 77. 

1¢ Journal of Retailing, winter, 1958-59, p. 178. 

17‘*Community Builders,” pp. 144, 152. 

18 Hearings p. 241. 

18 Hearings, pp 214, 242. 
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Key tenants and financing 


Arranging for key tenants and for financing follow next; key tenants 
first.2° As will be seen shortly, in order for a developer to procure 
adequate financing for his center, he must first obtain firm commit- 
ments on his major stores—the key tenants, known also in the trade 
as the ‘‘bell-cow tenants.” 2! The developer seeks first to lease to the 
largest likely tenant for the proposed center, and then generally accord- 
ing to the amount of space a proposed tenant will occupy.” Once a 
developer has his key tenants secured, he arranges his financing.” 


Site development 


Architectural and site development plans follow.“ Major details 
at this stage include the structural solutions, exterior unity, centerwide 
conveniences, decisions on weather protection by colonnades or 


canopies, air eee sign design, provisions for expansion, base- 
ments, storage areas, and interior finish.” 


Smaller tenants 


Following arrangements for financing, and while architectural plans 
are being Taid, leases may be arranged with the smaller tenants. 
While preoccupied with the problems of financing and leasing, the 
developer must also: 


* * * carefully project a composition of tenancies which 
will serve all of the needs of the potential customers, and in 
which each merchant will, by virtue of his customer accep- 
tance and merchandising ability, bring customers to the 
center and thereby create additional business for all of the 
other merchants in the center.” 


The beauty operator who may be well known as an expert in the 
community, and who may only occupy 1,000 square feet, is a distinct 
asset to the 250,000-square-foot department store.” It has been well 
pointed out that the conception of a shopping center as primarily 
a real estate venture is erroneous. The best and smartest shopping 
center developers realize their centers are primarily a merchandising 
venture. Thus, the success of a center is primarily determined by the 
skill of the developer in lining up a combination of merchants who rep- 
resent a good diversification of merchandise, both as to quality and 
price, who understand and serve the needs of the market, and who help 
to direct an intensive and continuous merchandising program.” The 
ideal shopping center, therefore, is one that most nearly resembles a 
single, large department store composed entirely of leased departments 
arranged horizontally instead of vertically, with ample and con- 
venient parking.” 

In short, after the larger tenants have been signed up and financing 
arranged, the developer attempts to balance the remaining store space 
in his center with smaller and generally independent merchants in 
the specialty field. 


20 Hearings, pp. 133-134, 242, 
31 Hearings, p. 30. 

33 Ibid. 

2% Hearings, pp. 133-134, 242. Also see subsec. 2, following. 
% Hearings, p. 242. 

% Flearings, p. 242. 

% Hearings, p. 30. 

7 Thid. 

2” Hearings, p. 166. 

29 Ibid. 

% Hearings, pp. 4, 166. 
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Eventually, contracts are let for utilities, grading, and construc- 
tion .*! 


With construction operations underway, the management 
stage begins in earnest. Before tenants move in and open- 
ing day arrives, a management operation that is efficient and 
able is set up for obtaining cooperation from the tenants, for 
the benefit of the whole center. From here on an ownership 
organization of high executive ability, with vision, energy, 
perseverance, and responsibility will go a long way toward 
overcoming any mistakes that may have been made in the 
planning of the center. But little can be done if the mistake 
was made in selecting the site, setting up the financing, or in 
overjudging the market.” 


B. FINANCING SHOPPING CENTERS 


The problems associated with the financing of a shopping center 
are at the heart of the problems raised by the shopping-center hear- 
ings. For that reason this entire phase is treated in some detail. 

The owner-developer of a shopping center must provide equit 
capital for: (1) acquisition of land, (2) obtaining of leases, (3) archi- 
tecture and engineering, (4) financing charges and interest, miscel- 
laneous costs of promotion, overhead, legal fees, etc., (5) construction 
costs, and (6) operation of the completed center.* 

A large percentage of shopping-center developments involve a syndi- 
cated operation in which the landowner, the architect, the builder, 
the developer or renting agent, and attorney, contribute their services 
and the land and hope to borrow enough money from the financing 
institution to preclude their own cash investment.** Usually, how- 
ever, even such a syndicate must invest some cash.* 

In any event, construction costs account for the largest share of the 
equity funds required for developing a center. Local banks provide 
short-term construction funds and are the first source for financing a 
center. The long-term financing is done primarily by insurance 
companies and pension funds.” ‘This is effected through mortgage 
loans, bonds, and lease-back arrangements—generally, through mort- 
gage loans.** These agencies shall have previously made a commit- 
ment to the developer and the local bank to disburse the mortgage 
funds upon completion of construction “and the signing of the neces- 
sary tenants.” * When the short-term lender is paid off, the insur- 
ance company or pension fund holds the first mortgage.” 

The Institute of Life Insurance states that the aggregate financing 
needs of shopping centers range from odambdunialy $200,000 to as 
much as $45 million. The average value is believed to be between 
$1 million and $2 million.“ In terms of square feet, a standard meas- 


1 Hearings, p. 242. 

3 Tbid. 

% Hearings, p. 238. 

% Hearings, p. 104. 

% Ibid. 

* Hearings, pp. 136, 214, 239. 

7 Hearings, RP: 100, See also p. 224; at midyear 1958, the country’s life insurance companies had invested 
in excess of $1 billion in loans to shopping centers. 

38 Hearings, p. 224. 

* Hearings, p. 136. 

® Thid. 

« Hearings, p. 224. The International Council of Shopping Centers estimates the total value of centers 
operating in mid-1958 at $5 billion. 
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ure used in the shopping-center industry, an entire center will range 
in cost from $10 per square foot for the smaller centers to $30 per 
square foot for the large, regional centers.“* The term generally runs 
from 15 to 30 years.* 

The subcommittee learned it is the almost universal policy of the 
major, permanent lending agencies that before they grant a long-term 
loan on a shopping center, the developer must have obtained fixed- 
minimum guaranteed rentals from AAA tenants (tenants with a net 
worth of at least $1 million) to cover amortization of the loan (both 
principal and interest), real-estate taxes, insurance, and frequently 
operating expenses.“ ‘This is the real heart of the problems raised by 
the hearings. 

According to Mr. Richard L. Nelson, Chicago, Ill., an acknowledged 
authority in the field, this requirement of the permanent lenders 
‘amounts, usually, in a typical shopping-center development to about 
70 percent of the total space that must be covered by the fixed- 
minimum guarantee rentals of tenants of good national rating.” ® 

The vice president of one of the largest insurance companies in the 
country made a study of 10 of the company’s 84 shopping-center loans, 
taken at random. ‘The cases studied ran from loans of $500,000 to 
$15 million. The “name” tenants provided 60 to 74 percent of the 
income; the average of the 10 cases was 70 percent.” 

One of the developer-witnesses reported he had been told time after 
time by the authorized representatives of the major life insurance 
companies: 


No matter what your value is; no matter what your eco- 
nomic forecast is; no matter how good things look; we will 
only lend to an amount in dollars which can be amortized 


within the lease term by the guaranteed leases of the major 
chains only, after first deducting operating expenses.” 


In the words of this particular witness, this policy of the insurance 
companies— 


means that they not only want to be sure that the property 
pays expenses, they also want interest guaranteed, and they 
want their principal guaranteed, too. 


He continued: 


They are not even willing to risk * * * at the end of 20 
years that they might have a tiny balance of that first 
mortgage loan left over, secured by the value of the build- 
ings and the obvious land value, they want every dollar paid 
back, and it is certainly true * * * that unless a developer 


4 Hearings, p. 112. 

4 Hearings, pp. 113, 145, 239. 

« Hearings, pp. 101, 157, 174, 223. 

45 Hearings, p. 101. (NotTe.—Some insurance companies apparently require that 70 percent of dollar 
income must come from AAA tenants rather than measure stated in the text relating to 70 percent of total 
space (hearings, pp. 133, 135). The 70 percent of income rule when expressed in terms of space would amount 
to more than 70 percent of total space occupied by AAA tenants since, in the arranging of leases, the practice 
is to begin with and proceed from the larger tenants to the smaller who generally pay higher rent per square 
foot than the larger tenants. Thus, the first 70 percent of space leased accounts for less than 70 percent of 
the total dollar income. It should be pointed out here that 70 percent of the space does not mean 70 percent 
of the number of tenants since the larger tenants by definition occupy more space than the smaller tenants.) 

# Hearings, p. 133; also see note in footnote No. 45. 

« Hearings, p. 157. 
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is willing to be so courageous or foolish, whichever you wish 
to call it, that he is willing to * * * do that, he is forced to 
exclude good local merchants and take practically all AAA 
chains.* 


This policy of lending agencies regarding AAA chainstore tenants 
is somewhat flexible, changing from time to time with changes in the 
money market, with the size and location of proposed centers, and 
with the skill and reputation of the individual developers. When 
money is tight, for instance, requirements are tightened up; when 
much money is available, the requirements are liberalized.” Also, 
more AAA tenants are required in the larger centers than in the 
smaller centers.” Furthermore, an unusually good location and a 
highly reputable developer may persuade the mortgagee to take rela- 
tively more tenants with less than AAA credit.” Tiecianeh, on the 
whole, the percentage tends to hover around the 70 percent (of space) 
mark.°* 

The ratio of mortgage money to appraisal value is fixed asa maximum 
by State laws insofar as the institution lenders are concerned. In most 
States, the maximum legal limit is two-thirds of a sound appraisal,®* 
although in at least one State the maximum is 75 percent. Appraisal 
value amounts to more than the total land and building costs, since 
the land is worth much more with a completed and operating build- 
ing on it than when vacant.” It is conceivable therefore, that a 
lending institution would finance 100 percent of the cost of construc- 
tion without any cash investment required on the part of the devel- 
oper. This policy, too, changes with fluctuations in the money 
market. One insurance company spokesman has stated recently that 
the days are over when the developer can borrow the complete cost 
of site improvements and construction on his developer’s skill.” For 
the present, at least, lenders are looking for increased cash equities 
on the part of the developers.® 

The interest rate on good shopping-center loans in the spring of 
1959 was roughly 6 percent. Prospects at that time indicated interest 
rates would go higher before they went lower.” 


C. PERCENTAGE RENTALS AND MINIMUM GUARANTEES 


Most shopping-center leases are made on the basis of percentage 
rentals with a minimum guarantee;™ that is, the tenant pays the 
developer a certain percent of his gross income, but agrees that in 
any event he will not pay less than a certain minimum. 

Percentages vary with the type of store; those with lower sales per 
square foot usually paying “higher percentage than those with higher 
sales per square foot.” “ This must be understood, of course, in 


48 Tbid. 

4° Hearings, pp. 170, 214. 
® Hearings, pp. 101, 139, 141. 
| Hearings, p. 239. 

8 Hearings, p. 101. 

® Hearings, p. 213. 

4 Hearings, p. 138. 

38 Hearings, pp. 137-138. 
% Hearings, p. 136. 
Hearings, p. 170. 

* Hearings, p. 170. 

& Ibid. 

© Hearings, p. 221. 

® Tbid. 








12 IMPACT OF SUBURBAN SHOPPING CENTERS ON RETAILERS 


conjunction with the fact that stores with higher sales per square foot 
ey have a lower markup than stores with lower sales per square 
oot. 

Department stores usually pay 2% to 3 percent as rent; super- 
markets, 1 to 14 percent; drugstores, 3 to 5 percent; variety stores, 
4 to 5 percent; women’s clothing stores, 4 to 6 percent; shoestores, 
5 to 6 percent; beauty shops and bookstores, 8 to 10 percent.” 

The minimum guarantee is probably the most important aspect of 
leasing. The reason for this was outlined previously; viz, the fact 
that insurance companies make loans only when there is sufficient 
income guaranteed by predominantly national-chain tenants to cover 
all mortgage payments, after real estate taxes, management fees, 
insurance, and other expenses are deducted. There i is generally a 
greater variation in minimum guarantees than in percentages, de- 
pending primarily on the drawing power of the center.“ In the re- 
gional centers, department stores pay roughly from $1.15 to $1.35 a 
square foot per annum as a minimum; supermarkets, $1 to as high as 
$1.50 a square foot. Variety, apparel, and shoestores, which ma 
only guarantee $1.25 and $1.50 a square foot in smaller centers, will 
pay as high as $3 a square foot for ground-floor space in the top loca- 
tions in a center with two department stores.® 

In addition to rentals on minimum guarantees and percentages, the 
tenants in a shopping center usually pay the cost of heating, lighting, 
air conditioning, and decorating, and their pro rata share of main- 
taining common parking, services, and landscaped areas.° 

Of his gross rentals, the owner ‘of a shopping center must deduct 
management fees and commissions, vacancy allowances, real estate 
taxes on the land and buildings, insurance, exterior maintenance, and 
interest and amortization. After making these deductions, the re- 
mainder is the residual net income, which establishes the land value.*” 

Below is an actual appraisal worksheet prepared by a Midwest 
mortgage broker on an existing center, for presentation to an insurance 
company.” It shows, for instance, the space various tenants occupy 
and the rent they might pay. 

© Hearings, pp. 221-222. 

8 Hearings, p 222; sec p. 10, par. 2, supra. 
% Hearings, pp. 177, 222, 

% Hearings, p. 222. 


® Hearings, p. 222. 
© Ibid 


Hearings, pp. 235-237. 





Suyquvg | peyear 


2 
: 
wg 
: 
: 
3 
- 
: 
9 
oS 
Z 
: 
A 
3 
B 
= 
: 
: 
f 
: 


4483S poreU}Isy 


Set ‘vees | 008 ‘68S ‘ET | 92 e9 OFS ‘906 ‘6 
008 ‘29h ‘I | ZF Ly 008 ‘29% ‘T 
008 ‘16 ‘TT | 22 gg ObZ ‘Ler ‘8S 
000 ‘ezg‘e | 99 OF 000 ‘20% ‘E 
008 ‘zee og a 000 ‘282 
000 ‘08T 09 og 000 ‘OST 
009 “Fez 09 09 008 ‘Fz, 
000 ‘9%z 09 0g 000 ‘881 
000 ‘ZL OOT co 000 ‘c+ 
000 ‘0z0 ‘1 00T 6h 000 ‘009 
000 ‘000 | 00% O8T 000 ‘002 
009 ‘zee ‘I$ | Og se Ove ‘9R6$ 

300} }00} 
[810,.,, erenbs | orenbs 1820, 
Bd 10g 
$9[8S PozZq] uinwyoyu 


Ayyisnf 03 sepeg 


“000°206'S 

JOAO JUd0I0d 

Z :000°L06'E 
0} JUeDIJEd ¢ 


a qusoJed g 


4JO@AO 4U90I0d 
$42Z :000°00¢ 
0} Wus0Jed ¢ 


boner queosed | 


“0Fz ‘9868 
JOAO 70109 


-1ad § ‘062 ‘986$ 


04 Jus0I0d ¢ 


stseq 
038} 09010g 


qaaysyion posividdn vznj)d Joo1dh 7 








229 ‘608 | OST ‘98ST 


068 “EL 
LEZ ‘VEZ 


———— EE ee ee ee ee ee ee ee ee ee ee ee ee ee 


3001 
poe7ue 
-s6n3 
cinur 
A 


UAGNAT ANVAWNOS) FZONVHNSNY OL NOILVINGSAUYG YOd UAMOUG AOVOLUOW! LSAMGIPY V AM GHUVdAUT LAAHSAUOM TVSIVUddy 





$juvUa} 494 [8}0O, 


"94018 JUIUTIIEdep [euO!Zex ° 
941038 J8OM S,UaTIOM UTBYO ° 





<<<<<< 
wscnrada 


“9103s Apuwo uyegoO * 


Nod 


01048 4199013 UIBYO * 


vol. 6—— 57 


86-1, 


59 S. Rept., 


59006° 


14 IMPACT OF SUBURBAN SHOPPING CENTERS ON RETAILERS 


“Overage” is an extremely important factor in leasing. This term 
refers to the excess of rent paid by a tenant over his minimum guaran- 
teed rent. Since the minimum guarantees are applied mainly toward 
meeting fixed expenses, the developer must look to overage for the 
main sources of annual net income. To be sure, his payments on 
principal constitute a healthy investment, but the developer is 
interested in income as well. On the other hand, the institutions that 
finance centers have no important interest in overage because they 
do not get any additional payment out of this. The lending agencies 
are primarily interested in having strong credit in the tenants and in 
continuity of management.” 

The developer is interested in more than just credit rating and 
continuity of management; his natural interest extends to overage 
and the type of tenant that might produce it.” 

While there is greater variation in minimum guarantee, percentages 
also fluctuate widely. It has previously been stated that the de- 
veloper, in order to secure financing, first lines up his key tenants: 
those occupying the largest amount of space and expected to produce 
the greatest amount of sales volume. As has been seen, the key 
tenants are generally the large department stores and chainstores 
that have the AAA-1 credit rating required by the financing institu- 
tions. The committee found that these AAA tenants, well knowing 
their importance to the developer’s financing needs, are strengthened 
by this policy in their own bargaining position when negotiating 
percentage-lease terms. 

One developer characterized the negotiation of a lease with a 
chainstore as follows: 


The chain will say to the rental and leasing agents, “If 
you want a percentage lease with a minimum guarantee you 
must accept a minimum guarantee that is much lower than 
the rent which we ourselves honestly expect to earn and pay 
on percent.” ” 


A prominent spokesman of one major insurance company has stated 
that many developers are making a big mistake in leasing at un- 
economic rentals.” Not only is the developer’s overage threatened 
by uneconomic rentals to chainstores, but also his basic financing is 
in serious jeopardy. In addition, as will be seen shortly, the de- 
veloper’s negotiations with his remaining tenants are modified to a 
substantial degree. 


Curapter IV. Conciusions 


A. INDEPENDENT RETAILERS IN CERTAIN RETAIL FIELDS HAVE 
DIFFICULTY GETTING INTO SHOPPING CENTERS 


The most important factor in the development of a shopping center, 
as far as the independent businessman is concerned, is the policy of 
the lending institution regarding AAA tenants. This policy requires 
the shopping-center developer to obtain fixed-minimum guaranteed 
rentals from “AAA” tenants to cover amortization of the loan (both 

* Hearings, p. 100. 
%” Hearings, pp. 100, 239. 
" Hearings, p. 239. 


" Hearings, p. 158. 
"% Hearings, p. 172. 
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principal and interest), real estate taxes, insurance, and, frequently, 
operating expenses, before the developer will be granted a long-term 
loan on his center. As has been seen, this requirement usually 
amounts to approximately 70 percent of the total space in the typical 
shopping center that must be covered by AAA tenants. Inasmuch 
as the symbol “AAA” refers to a business that has a net worth of at 
least $1 million, and since “very few people in the retail store business 
come out with million dollar balance sheets,” the obvious consequence 
is that local, independent retail businessmen are practically excluded 
from the first 70 percent of the typical shopping center. 

Still, the fact remains that in many centers there are more inde- 
pendent businessmen than chain or department stores. For instance, 
in Baltimore, Md., of 446 retail stores built in the 21 shopping centers 
larger than 70,000 square feet, 36 percent are national chains, 36 per- 
cent are local owners of 3 stores or more, and 28 percent are local 
owners of 2 stores or less.* This is only an apparent contradiction, 
since preceding percentages were based on the amount of space, while 
the Baltimore survey was merely a head count. Obviously, many 
small shops must be combined to be equivalent to one major store, 
either in space or in rental. 

In the Baltimore centers, of the 159 national or regional tenants, 
104 (65 percent) are made up of the following lines: food, drug, 
variety, shoe, and women’s apparel. 

The following chart of these 21 Baltimore centers indicates the 
extent to which the various retail fields are represented by the national 
or regional chainstores. 


™ Hearings, p. 53. 
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2. National and 3. Local chains of 4. Local companies of 
regional chains more than 2 stores 2 stores or less 
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This analysis of the Baltimore centers indicates the retail fields 
dominated by chainstores.” Thus, the AAA-tenant requirement of 
the financing institutions discriminates against independent business- 


men in the key retail fields of a shopping center: food, drug, variety, 
shoestore, and women’s apparel. 


B. HIGHER RENTALS CHARGED INDEPENDENTS 


The second direct result of the AAA-tenant requirement is the all- 
too-frequent practice of charging independents a higher rent than 
chainstores in the same retail field. This is a practice much better 
appreciated by the developers and financiers than by the merchants. 

The department stores and chainstores, knowing the developer must 
have them because of the AAA-tenant requirement, are in a strong 
bargaining position when it comes to negotiating the percentage terms 
of the lease. The developer, in order to obtain a department or chain- 
store for financing purposes, will lower the percentage for the chain or 
department store and hope to make it up later by charging the smaller 
independent more.” 


The consequence of this practice was well summed up by one de- 
veloper as follows: 


The chains today are making it difficult for the developer 
to make any money on their deals. They’re asking for every- 
thing, they know that you have to have them, and they’re 
pretty independent. The only chance you have of making 
a good deal is to have a lot of them who want to go into your 
center. But if you’re not in that position, believe me, it can 
be a tough, unprofitable deal.” 


The financing institutions are becoming increasingly aware of the 
fact that uneconomic rentals to department and chainstores can 
jeopardize the financial success of an entire shopping center.” In 
one center, a major department store was able to obtain a lease at 
$1.10 a square foot, with its percentage figured at 2 percent on sales 
to a point well below coverage of the $1.10 minimum, 1}4 percent to a 
pe slightly above the minimum coverage, and 1 percent thereafter. 

he lending agency discovered that, while the minimum rent was 
$1.10, the debt service alone was $1.19 a square foot. In addition, 
the developer had to pay taxes, insurance, and all common area and 
promotional expenses. The result was that, on minimum rents, the 
developer would lose at least 50 cents a square foot, without any return 
on his equity investment. If the store were so outstandingly success- 
ful that volume reached $114 per square foot, the developer could re- 


cover his out-of-pocket costs. The insurance company did not ap- 
prove the loan.” 


78 Compare with app. XIV, p. 234. (NotEe.—The column headings in this appendix should read as 
follows: Number of independents in shopping centers; number of local chains in shopping centers; number 
of regional chains in shopping centers; number of national chains in shopping centers; total number in 
shopping centers; total number of all leases studied, including leases downtown. See also pp. 106-107, and 
app. XV, p. 235.) 
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€. THE AAA-TENANT REQUIREMENT CAUSES A LOSS OF INDEPENDENCE 


FOR SOME RETAILERS AND HAS DIRECT AND HARMFUL EFFECTS ON 
SUPPLIERS 


In the shoe industry it has been necessary for one major shoe manu- 
facturer to cosign approximately 450 leases for retail shoe dealers 
before they could be accepted in shopping centers. In order to 
make this procedure profitable to the manufacturing company cosign- 
ing the lease, a gentlemen’s agreement is entered into whereby the 
retailer agrees to purchase his main requirement from the cosigner.*! 
The necessary consequence is a certain loss of independence to an 
otherwise completely independent businessman, for, while the shoe 
dealer continues to manage and operate the store on his own, he is 
required to furnish the supplier with a monthly operating report.” 
It would appear, also, that a supplier has several ways to discipline 
a dealer who has not lived up to his part of the gentlemen’s agree- 
ment.” It is no wonder that the president of one manufacturing 
company can perceive of only a solution conceived in desperation and 
against the desires he has for his company and its outlets. 


* * * Many independent retailers have found it impos- 
sible to even secure a lease (on their own) in shopping cen- 
ters—hundreds of department stores have opened branches 
in shopping centers without basement departments and those 
lines that were sold downtown in the basement today have no 
representation in the branch store. Many manufacturers 
have already been forced, or soon will be (whether they like 
it or not) into controlled distribution. This could easily be- 
come their only solution to assured distribution in these new 
shopping areas.** 


Thus, one of the major manufacturing concerns of the country, in 
order to meet its competition, may be forced, against its wishes, into 
its own retail distribution of its products—all because independent 
dealers, irrespective of their efficiency, initiative, and experience, find 
it impossible to secure a lease on their own in shopping centers. 

Still a further result in the chain of consequences caused by the 
vicissitudes of independent dealers with respect to obtaining space in 
shopping centers is the difficulty it creates for a smaller manufacturer 
to withstand the trends toward concentration. In the shoe industry, 
500 manufacturers have gone out of business in the last 10 years. 
There are approximately 1,000 left. The top three producers account 
for 25 percent of total production. These three are the only companies 
presently cosigning dealer leases.* It is apparent that only a giant 
concern is able to cosign a substantial number of dealer leases or to 
engage in its own retail distribution. Independent shoe manufac- 
turers, therefore, are indirectly, but nevertheless inevitably, experienc- 
ing the effects of the AAA-tenant requirement at a time when other 
forces alone make it difficult to succeed. 

Wholesale suppliers are also feeling the results of the financing 
practices in the shopping-center industry. A wholesaler of electronic, 


® Hearings, p. 96. 


% Hearings, p. 119. 
% Hearings, pp. 121-122. 
* Hearings, pp. 18-23, 124-127, 146-149, 





IMPACT OF SUBURBAN SHOPPING CENTERS ON RETAILERS 19 


radio, and television equipment stated that 90 percent of his customers 
had been in business for longer than 10 years. Still, not more than 
2 percent of these could qualify for a location in a regional shopping 
center. This witness vulesed the experience of one of his more 
successful dealers who had obtained space in one shopping center, 
had paid overage to the developer every year, and was unable to take 
over a 3-year lease in another shopping center without the guarantee 
of the wholesaler. As the witness pointed out, the contingent liability 
assumed by him in cosigning one lease for a good, sound customer will 
quickly impair his own credit rating if multiplied a few times to help 
other customers. His bankers tell om it cannot be done.® 


D. AAA TENANT REQUIREMENT CONTRIBUTES TO GROWING CONCEN- 
TRATION OF RETAIL SALES 


By the end of 1958 there were 20,600 chainstores operating in 
shopping centers, with an additional 6,025 new chain outlets planned 
for 1959 alone.” This represents an increase of about 30 percent in 
1 year. If the predicted growth in population takes place, it 
appears that the greatest number of new retail-store openings in the 
years ahead will take place in shopping centers.” The significance 
of this growth for independent businessmen is that what might other- 
wise be an era of increased opportunity for thousands of independent 
businesses in a growing population and an expanding economy will, 
instead, be an era marked by further concentration of retail sales. 
The trend is already apparent. In 1958, receipts of the top 20 retail 
chain companies represented 12 percent of consumer spending in all 
types of retail stores.” 

four committee recognizes that there are many forces operating in 
present-day society contributing to the growing concentration in the 
retail fields other than the shopping-center phenomenon. In fact, 
your committee considers the point well taken that the problems of 
the independent businessman in shopping centers are nothing more 
than an extension of the problems existing in downtown areas. It 
was pointed out in the hearings that roughly 67 percent of the mer- 
chants on the main shopping block of downtown Baltimore are 
national and regional chains, and one-third are local stores. This 
compares with an approximate division in 21 Baltimore shopping 
centers of 36 percent national chains, 36 percent local owners of 
3 stores or more, and 28 percent local owners of 2 stores or less. 
The picture in downtown Newark, N.J., is comparable.” 

On this point, consider the testimony of two mortgage bankers who 
agree with respect to the cause of this rental situation but differ with 
respect to its resolution. The following observation is by Mr. James 
Rouse, of Baltimore, Md.: 


* * * What we really believe is that the phenomena that 
is being dealt with by the committee is not the phenomena 
of the shopping center but of financing real estate, of what- 


gS, Pp. 230. 

® See ch. il, footnote 7, 
Hearings, p. 231. 
Hearings, p. 54. 
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ever kind it is, wherever it is, and also of business growth in 
merchandising and of the other elements that go into busi- 
ness locations and business and industrial growth.” 


This is the analysis made by Mr. Wallace B. Agnew, vice president, 
Walker & Dunlop, Inc., Washington, D.C.: 


* * * T have listened to most of the hearings, and it has 
been concentrated on shopping centers, as the letters request- 
ing to be heard stated, shopping centers. 

But I think that this business of financing stems beyond 
shopping centers, and the subject and the problem we are 
talking about, I think, in my experience, it fits into downtown 
remodeling, considerably—and there are many merchants 
downtown who would like to remodel their store completely, 
but it is a very expensive business and there are many—well, 
even going into the office buildings, we find that we do the 
same thing in one of our new office buildings, we prefer ELCO 
Boat, or someone with top credit, to local groups of lawyers, 
so it works in all phases, and it also extends into the trucking 
terminals and small industrial plants, distribution centers 
with which we have had lots of experience. 

We have the same problem in a building that we are having 
for lease right now, under construction, where we turned 
down—we have had tenants for them but we are not taking 
them, it is a question of having the strongest tenant so that 
the builder will get the better loan and it goes on all the time. 

I think this subject extends into all of these fields. We 
cannot obtain the mortgage on the office building or the 
medical building until you have it pretty well leased, and 
the strength of your lease is the basis for your mortgage.” 


In short, it appears that what is happening in shopping centers is 
also happening in the downtown areas. The problems are more easily 
focused, perhaps, in the case of shopping centers because there is 
central ownership and management of the shopping area. But the 
key to obtaining a location in either place is based not on the skill or 
experience of a businessman, nor even on his ability to pay rent, but 
rather on the arbitrary requirement of net worth, set unusually high 
to meet the unusually conservative demands of one industry. 

Whether the financing institutions will change their policies is 
doubtful. It is clear, however, that some representatives of the 
insurance industry are at least aware of the consequences caused by 
their ultraconservative financing policies. For example, one insur- 
ance spokesman says: 


* * * Base rents have been beaten down to the point where 
even the amateur is beginning to wonder how he can possibl 
come out on a deal. Percentage clauses have been ekkbnkd. 
Concessions have been made; all for the sake of getting a 
chainstore lease. Deals have been offered to chains almost 
on a “can’t lose” basis. Rentals have been made so cheap 
that even a weak operation will prove to be no drain on the 


* Hearings, p. 54. 
% Hearings, p. 153. 





IMPACT OF SUBURBAN SHOPPING CENTERS ON RETAILERS 2] 


corporation and an occasional strong store may be highly 
profitable. 

The presence of too many amateurs in the field extends 
into the financing. I think our own insurance industry, 
which has furnished most of the money for center develop- 
ment, has been guilty of doing many things it shouldn’t do. 
Our principal shortcoming has been in our willingness to 
finance almost anything that could get sufficient chainstore 
leasing to cover debt service. My own opinion, which I 
know will be considered heresy by most life insurance lend- 
ing officers, is that we have done ourselves and our develop- 
ers a great disservice by our emphasis on high percentage 
chainstore leasing. 

Chainstores are essential to most shopping centers. Few 
good centers will be built without a good representation of 
chains. However, the experienced local merchant with ade- 
quate financing and a good following, but without an AAA 
balance sheet, will considerably outmerchandise the major 
chain. His total sales will be larger per square foot and his 
percentage rental payments at a higher rate. By his follow- 
ing he will develop traffic and business not only for himself 
but for the center as a whole. A capable, successful local 
merchant is far from the rarity which most insurance lending 
officers seem to think he is. He can be located; he can be 
replaced if he dies or is incapacitated; and he can do a great 
job of making a center really financially successful instead 
of only modestly so.” 


Developers also are aware that the exclusion of independent mer- 
chants handicaps their centers. As one developer put it: 


Wise landlords would prefer good local merchants, in many, 
many cases. A good local merchant will be better conversant 
with the needs, habits, wants, preferences, and prejudices of 
his own customers. A good local merchant will be more 
“flexible” in his operating program. A good merchant will 
frequently be able to earn and pay higher total rentals * * *.% 


In sum, good local independent merchants can more than hold their 
own in open competition—if given the opportunity. 


Cuapter V. PossrnteE Courses oF ACTION 


A. Do nothing 


Those who feel that there is little if anything to be done to aid small 
businessmen seeking space in shopping centers, share this point of 
view: 


* * * The independent merchant that you are speaking 
of faces no different problem than the independent business- 
man does in many fields in competing with the larger, better 
capitalized, better administered, stronger, corporate enter- 
prise. This is a phenomenon of our times. There used to be 
a lot of automobile manufacturers. There aren’t any longer. 


* Hearings, p. 167, 
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There used to be a lot more banks than there are. They have 
been swallowed. It is almost impossible to start a new 
bank and compete. 

So that the process that you are dealing with is one that 
isn’t unique to druggists and grocers and variety stores. It 
is characteristic of business. 


It would appear that a phenomenon of our times, according to this 
observation, is the inevitable concentration of business enterprise. 
Implicit in this observation is the view that nothing can be done 
about the problems facing independent businessmen, nor should any- 
thing be done about them. This, of course, is the philosophy of 
laissez faire, in a modern application. 

What is really urged by those who counsel that nothing be done 
in these matters is that the personal qualities which have traditionally 
been the cause and measure of business success in our free-enterprise 
system should be replaced by the sole and arbitrary criterion of net 
worth—naked economic power. The area of responsibility tradi- 
tionally assumed by independent businessmen is to be reduced to 
the small specialty shops that have not as yet attracted the attention 
of the expanding chainstores. The enterprising businessman with 
initiative, experience, imagination, industry, and ability, who desires to 
expand his opportunities and to assume greater responsibilities, cannot 
do so until he becomes a millionaire. The young, industrious business- 
man is told he must set up shop in the locations not wanted by the 
shopping-center developers and the chainstores until he reaps the 
rewards of American free enterprise.” It is all too plain that inherent 
in the conditions set up for the independent competitor of chainstores 
and department stores with respect to shopping centers and other 
prime locations is the practical impossibility of achieving those very 
conditions. 

Your committee, therefore, has had to come to grips with one of the 
basic characteristics of the free-enterprise system: the freedom to 
enter and to create markets. While it may be true from time to 
time or from place to place that there is an overbuilding of shopping 
centers, as warned by some,! this is simply because social and economic 
movements do not take place with precision. This also is part of a 
competitive economic system. But, on the whole, the outlook for 
the future of shopping centers is bright. The outlook for independent 
tenants in the key retail fields of those shopping centers and in other 
prime locations is not bright. In the view of your committee, if the 
American economic system is to continue to include independent 
businessmen within its structure, something must be done to correct 
the arbitrary and discriminatory manner in which prime retail loca- 
tions in this country are allotted. 


B. Government provide financing 


The suggestion was made that the Government provide financing 
at reasonable rates as a second charge on the center in proportion to 
the space rented to tenants of nonapproved credit. The rationale for 
this is the alleged limitation of mortgage availability ;? and that the 
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demands for long-term financing are great enough to permit the mort- 
gagees to set up unusually conservative financing requirements. Your 
committee, however, would prefer a solution that would keep Govern- 
ment intervention at a minimum and normal business experience and 
judgment at a maximum. Since financing is presently available for 
shopping centers, a Small Business Administration loan would prob- 
ably not be authorized. In any event, it would involve the extension 
of Government aid in a form not really needed. 


C. Suppliers cosign retailer leascs 
In brief, the objections to this practice are: 
(a) Only the large suppliers have the financial resources to 
assume contingent liabilities of this type. 


(b) The retailer necessarily loses some of the independence he 
otherwise enjoys. 


D. Small business investment companies 


A novel proposal of one witness involved the use of the newly 
formed small business investment companies to aid qualified local 
tenants. Under this proposal the investment corporation would act 
as a source for guaranteeing loans on projects which could be com- 
mitted ahead of time to the local tenant in a form where that commit- 
ment could be endorsed to the mortgage lender, but the loan not 
made until needed.® 

It is thought the typical SBIC will not have the incentive to make 
such an arrangement since most such investment corporations are 
interested in growth situations rather than pure loans. Furthermore, 
there does not appear to be specific authority under the Small Business 
Investment Act of making such guarantee contracts by small business 
investment corporations. 

It is possible that an SBIC loan could be made under certain limited 
circumstances. Thus, if a developer greatly desired a particular 
tenant who was unacceptable for mortgage purposes by the lending 
agency, the tenant might be asked to pay the last few years’ rent in 
advance, with the SBIC lending the tenant the funds for this purpose. 
Or, the SBIC may advance capital for a prospective tenant that is 
desired by a developer to balance his center. In general, however, 
your committee does not feel that the small business investment 
corporations are a reliable solution to the problems. 


E. Utilization of the Sherman Act and the Robinson-Patman Act 


Another proposal is the suggested utilization of the Sherman Act. 
Cases advanced in support of this idea are Gamco, Inc. v. Providence 
Fruit and Produce Building, Inc. (194 F. 2d 484); American Federation 
of Tobacco Growers, Inc. v. Neal (183 F. 2d 869). 

In brief, these cases involve situations where a merchant is denied 
space in a building used by members of his trade and the building is 
owned by competitors. The rule of law involved is that the latent 
monopolist must justify the exclusion of a competitor from a market 
which he controls. my 

Ordinarly, the developer of a shopping center is not in competition 
with the tenants. While there is something of an analogous situation 
where a department store is also the developer, it must be remembered 
that the restrictive requirement in the case of shopping centers is set 
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not by the developer but the financing institutions. In the case cited, 
the regulations were formulated by actual competitors. In any event 
since there has been no case law developed precisely on this subject 
matter, it does not appear that any solution along this line will be 
developed for some time. In the discussion of higher rentals charged 
independent businessmen, several references were made during the 
hearings to the Robinson-Patman Act. Section 2 of the Clayton Act, 
as amended by the Robinson-Patman Act, is not applicable, because it 
applies to the sale of commodities and not to the leasing of real estate. 


F. Taz aids to beginning businessmen 


The notion expressed in this regard was that the small businessman 
just beginning a business be given liberal tax exemption during his 
first years of ibeisienien operations when the pressures are greatest and 
when he runs the greatest dangers of failures This, of course, 
would not aid the type of established businessmen who appeared at 
the hearings, and who in spite of their proven merchandising ablity, 
were unable to get into shopping centers. 


G. Lease insurance 


Numerous witnesses urged the establishment of a lease insurance 
program, either by the private insurance industry or by the Govern- 
ment. By lease insurance, these witnesses apparently meant an in- 
surance policy to cover the conditions of a tenant’s lease for the period 
of the lease. Under such a program, it is believed, the financing insti- 
tutions would have the security they seek and there would thus be 
no need for the AAA tenant requirement. The developer of a pro- 
coe shopping center could then invite prospective tenants into 

is center on the basis of their merchandising ability rather than on 
their net worth. 

At the present time, lease insurance is not sold commercially by the 
private insurance industry. Furthermore, your committee has been 
advised by the American Life Convention and the Life Insurance 
Association of America as follows: 


We are writing on behalf of the American Life Convention 
and the Life Insurance Association of America, two trade 
associations with a combined membership of over 285 life in- 
surance companies having over 98 percent of the life insur- 
ance in force in this country. Without attempting to 
examine all aspects of the problem, we express the opinion 
that it would not be possible for life insurance companies to 
engage in such a program of lease insurance under their exist- 
ing charters or under the regulatory laws governing the 
coverages they may issue.® 


Actually, the term “lease insurance” as it was used frequently in the 
hearings is not “insurance” in the sense in which that term is generally 
used; i.e., a contract of indemnification for loss. Rather, it would 
appear that what is proposed is a guarantee of a financial obligation 
which would be more in the nature of a surety contract, such as @ 
lease bond. 


4 Hearings, p. 34. 
5 Letter retained in committee files, 
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H. Lease bonds 


The surety industry for many years has written lease bonds for 
business concerns. Lease bonds are written with the indemnity of the 
principal, and a financial guarantee of this type is generally under- 
written in accordance with the financial standing, business experience, 
and reputation of the principal. 

The practice of bonding the performance of leases is not widespread. 
Figures obtained from a trade association composed of casualty and 
surety companies indicate that during a 5-year period less than $3 
million in premiums were obtained on such bonds, contrasted with a 
total surety volume of about $619 million.® 

The largest class of business seems to be connected with Federal 
leases. In this situation, Federal lands are leased for exploration and 
exploitation of natural resources, such as oil, gas, and minerals. The 
lessee, if successful, is required to pay royalties to the Government. 
The bond executed in connection with such a lease guarantees the 
required payments. Another category involves bonds used to guar- 
antee performance of various kinds of private leases, sometimes in 
relation only to the payment of rent, sometimes to assure that the 
property will be returned in good condition, less ordinary wear, and in 
other instances guaranteeing the payment of royalties like those 
involved in the leasing of Federal lands. One company reported 
that its investigation of lease bonds did not disclose one concrete case 
of guaranteeing a lease for a tenant in a shopping center.® 

It appears that compensated sureties are reluctant to guarantee the 
credit of a principal because of the many variables which may be 
involved over a period of time. Surety bonds are seldom written for 
more than 1 year, the committee was advised.® In unusual cireum- 
stances, coverage may be extended beyond a year and may be renew- 
able so long as the proper circumstances exist. ’ 

Your committee was told by one expert in the casualty and surety 
field that: 


Many of the underwriters today remember vividly the 
problems produced during the depression of the thirties when 
general economic conditions had much to do with making per- 
formances impossible. Each surety risk requires a careful 
analysis of possible influential factors because it cannot oper- 
ate on a mass production basis * * *. This leads to the 
observation that the person most able to qualify for such a 
bond is the person least likely to need it and the converse is 
also true. 

Since the heart of the problems revealed by these hearings related 
to the AAA tenant requirement of the lending agencies, any effective 
remedial action must be designed accordingly. The financing institu- 
tions are looking for a long-term and very secure investment that will 
provide them a hedge against inflation. Their focus in shopping 
centers, therefore, is on the fixed minimum rentals and the certainty 
of long-term ability to meet the rents. Large-scale, corporate organ- 
izations meet their needs. 

* Letter retained in committee files. 
' See also ‘‘Fidelity and Surety Bonding,” by George Robert Wentz (published 1939 by the Lee Oo., 
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The ideal solution to these problems would be the increased bonding 
of leases by the private surety companies. It has been seen, however, 
that the surety industry has written lease bonds for business concerns 
for many years, but does not favor them because of the many variables 
which may be involved over a period of time. As a result, the prac- 
tice of bonding the performance of leases is not large. 

Your committee is of the opinion, however, that the FHA system of 
insuring mortgages offers a possible precedent to follow in this situa- 
tion. While the committee is not prepared at this time to make con- 
crete recommendations along this line, it does suggest that the Sub- 
committee on Retailing, Distribution, and Fair Trade Practices, 
which conducted the hearings, make a detailed study of this possibility. 


I. Possible objections to Government-quaranteed lease bonds 

A number of objections are to be anticipated. The committee 
recognizes that there are important differences between the sale of 
houses and the rental of business space. Since many variables and 
intangibles of business conditions and operations exist in the latter, 
the committee feels the proper Government agency to supervise any 
such program would be the emnall Business Administration, which has 
developed a special expertise in evaluating the relative abilities and 
potentialities of small businessmen. 

While the FHA ostensibly has protection against defaults of pay- 
ments in its power to take title to the property carrying a mortgage 
insured by it, the committee has been advised by experts in the field 
that the FHA has actually suffered losses in this part of its program. 
The FHA’s reserve of over $700 million has been built up through 
accumulated premiums exclusively. The purchase of forfeited 
property by the FHA has turned out to be in reality a disguised subsidy 
to the lending agencies. 

The committee has been cautioned not to take away ‘‘the thermostat 
which controls retail expansion” by making people financeable who 
otherwise were not.° The thermostat referred to is apparently the $1 
million net worth requirement of the lending agencies. It is pointed 
out in this line of argument that not only would the investment in 
standing centers be imperiled by removing the AAA tenant require- 
ment, but that the success of existing independent merchants would be 
jeopardized. ”° 

The answer to this is that if the argument means there will be greater 
competition between shopping centers, the free enterprise system is 
being served. If the argument implies that mutually destructive 
competition will ensue, it presumes that other controls to replace the 
socially undesirable thermostat presently operating cannot be de- 
veloped. This conclusion was contrary to the thinking of one expert 
in the shopping center field who commented as follows: 


I understand there is a program under consideration 
which would involve some sort of insurance program, Gov- 
ernment insurance program on leases. I see nothing wrong 
with this program, but I think there are inherent in it certain 
dangers, particularly the danger of encouraging developers 
to overbuild in some areas, and I would hope that whatever 
good it would do would be controlled in such a way, through 
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adequate market study, so that there wouldn’t be this over- 
building. I think this is not now a general rule that we 
have overbuilding, though there are many areas that are 
already overbuilt; whereas, there are others underbuilt and 
over a period of time the number of areas overbuilt will 
increase. There is the danger that this kind of a program 
would encourage it. I would think if adequate enough 
controls were built in, it would be a good thing. ™ 


This witness had previously recommended that before a particular 
lease be secured by the Government that a thorough study and analysis 
of the need for new retail facilities in the area be made. He cited asa 
precedent for the practicability of such studies the extensive market 
analyses presently made by the FHA.” 


Cuaptrer VI. RECOMMENDATIONS 


Inasmuch as your committee has discovered the prime impediment 
to the leasing of shopping-center space by independent retailers to be 
the financing requirement of major lending institutions which demand 
that the bulk of floor space be rented to concerns with at least $1 
million of net worth, the following recommendations are made: 

(1) That the Subcommittee on Retailing, Distribution, and Fair 
Trade Practices continue to study this problem and work with 
shopping-center developers and representatives of private lending 
institutions toward a solution by the private business interests in- 
volved without Government intervention. 

(2) That the Subcommittee on Retailing, Distribution, and Fair 
Trade Practices also conduct, as part of this inquiry, an intensive 
review of the feasibility of expanding the authority of the Small 
Business Administration to make it possible for that agency to insure 
lease bonds written by private surety companies similar to the manner 
now employed by FHA, which insures private lending agencies on 
construction loans. 


1! Hearings, p. 108. 
1 Hearings, p. 104. 





INDIVIDUAL VIEWS OF SENATOR ANDREW F. SCHOEPPEL 
I. InsurANcE Companies Have a Fipuctary RESPONSIBILITY 


In 1958, approximately $200 billion was spent by consumers at all 
types of retail stores.'_ The hearings reveal that as of November 28, 
1958, there were approximately 2,500 shopping centers in operation 
in the United States, with an additional 1,400 projected for construc- 
tion during 1958 and 1959.? 

Furthermore, the 1954 Census of Business Establishments covering 
172 metropolitan areas shows that there were more than 950,000 
individual establishments which then accounted for sales of more 
than $109 billion.* This data indicates that while shopping centers 
are becoming increasingly important in suburban areas, they still 
constitute only one facet of our complex system of distributing goods 
to retail customers in the most expeditious and efficient possible 
manner. 

By and large, most developers of shopping centers approach life 
insurance companies for the funds to provide permanent financing. 
Few institutions have a greater responsibility to be conservative and 
avoid unnecessary risk than those who undertake to handle the funds 
of other people which will be necessary to support widows, orphans, 
and meet the catastrophes of illness and disability. It is para- 
doxical, but nevertheless true, that many of the witnesses who com- 


plained about the lending practices of life insurance companies are 

undoubtedly themselves holders of insurance policies and would be 

the first to criticize loose credit and lending policies on the ee of the 
i 


insurance industry if their life insurance or annuity policies were 
placed in jeopardy. 

Mr. John G. Jewett, vice president of the Prudential Insurance Co. 
of America, in charge of mortgage loans and real estate investments, 


testified as follows: 


Most shopping centers are located in untried, suburban 
areas. Their success will not be known for several years. 
Many have not been in existence long enough to actually 
prove themselves, even though to date their individual rec- 
ords are excellent. 

In view of the unproven future of the average new center, 
many lenders—and Prudential is one—require certain safe- 
guards. After all, we are investing the savings of millions of 
people, and safety of principal invested is of paramount im- 
portance.* 


1 “Shopping Centers, 1959,”’ hearings before a subcommittee of the Select Committee on Small Business, 
U.S. Senate, 86th Cong., Ist sess., Apr. 28 and 29, 1959, p. 231. 

3 Ibid., p. 224. 

3 “Statistical Abstract of the United States, 1959,’’ U.S. Department of Commerce, Bureau of the Census, 
86th Cong. Ist sess., H. Doc. 79, p. 845. 

‘Op. cit., hearings before a subcommittee of the Select Committee on Small Business, “Shopping 
Centers, 1959,” p. 137. 
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Mr. Leonard L. Farber, president of the International Council of 
Shopping Centers, Inc., in a letter dated April 22, 1959, to members 
of his organization, said: 


Institutional lenders, such as insurance companies and 
banks, have an indisputable high responsibility as trustees 
of funds in their care. In this connection, they are obliged 
to invest wisely and cautiously. It is true that in consider- 
ing shopping centers, many lenders require that the mini- 
mum guaranteed rents from the major chains or high-rated 
tenants be adequate to pay the real estate taxes, the insur- 
ance, the interest and amortization on the mortgage, and a 
reasonable reserve for repairs and maintenance.’ 













II. Lease Insurance Is ADMINISTRATIVELY IMPOSSIBLE AND WovuLp 
Resutt 1N DiscrimMINaAToRY PRACTICES 







While every merchant would, of course, like to improve his physical 
location, it is obviously impossible for this to happen simultaneously 
to everyone without a complete disruption of all marketing practices. 
The majority report proposes that an effort be made to develop— 


some system of FHA-type lease insurance which will not 
unduly disturb normal retail rental practices and will in- 
volve a minimum of Government participation.® 


It is difficult to reconcile the establishment of such a program with 
a minimum of Government participation. A satisfactory system of 
lease insurance would, of necessity, involve minute supervision over 
the merchandising practices of retailers whose leases were guaran- 
teed. During the course of the hearings, an effort was made to com- 
pare lease insurance on shopping centers with the insurance avail- 
able to tenants in apartments or to those with mortgages on their 
homes in the event of death or total disability. There is ample 
actuarial experience upon which to base a reasonable premium to 
cover the latter contingency, but lease insurance on a commercial 
establishment would require guaranteeing the business acumen and 
success of an individual merchant. This presents a very different 
problem and no actuarial experience is available upon w hich such a 
premium could be predicated. 

Regardless of any legislation enacted, there will still be capable 
individuals who will be unable to secure the premises they seek be- 
cause of their financial condition. It seems most inappropriate for 
the Congress to establish a special program for shopping centers 
without meeting the needs of other merchants, small manufacturers, 
and professional people. In fact, testimony was presented by Mr. 
Wallace B. Agnew, vice president of Walker & Dunlop, Inc., of 
neh an which illustrates the magnitude of the problem. ‘He 
said: 
























But I think that this business of financing stems beyond 
shopping centers, and the subject and the problem we are 
talking about, I think in my experience, it fits into downtown 
remodeling, considerably—and there are many merchants 







STbid., 
¢ “The Swe of Suburban Shopping Centers on Small Retailers,” Report of the Select Committee on 


Small Business, U.S. Senate, 86th Cong., Ist sess. p. 30. 
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downtown who would like to remodel their store completely, 
but it is a very expensive business and there are many—well, 
even going into the office buildings, we find that we do the 
same thing in one of our new office buildings; we prefer 
ELCO Boat or someone with top credit, to local groups of 
lawyers, so it works in all phases, and it also extends into the 
trucking terminals and small industrial plants, distribution 
centers with which we have had lots of experience. 

We have the same problem in a building that we are having 
for lease right now, under construction, where we turned 
down—we have had tenants for them but we are not taking 
them, it is a question of having the strongest tenant so that 
the builder will get the better loan, and it goes on all the 
time.’ 


III. SHoppinac Centers ArE A New DEVELOPMENT AND IN MANY 
Cases ARE STILL SPECULATIVE 


During the course of the hearings, the testimony clearly shows that 
the entire concept of shopping centers represents a postwar develop- 
ment, and although many of them have been singular successes, 
there is pilajderable testimony to the fact that there have also been 
some less fortunate ventures. Experience will undoubtedly provide 
the basis for a less conservative policy on the part of lenders. Until 
such experience has been secured, it would be unconscionable for 
insurance companies, savings banks, and pension funds to invest 
funds entrusted to their care in speculative developments. 
Senator Saltonstall made the following pertinent observation: 


Isn’t one cure possibly, time? In other words, if these 
shopping centers are successful as they apparently are, and 
therefore become profitable, the mortgage would be written 
down, a shopping center would be less dependent on a mort- 
gagee, and therefore in a position where he can accept perhaps . 
a little less good credit risk? ® 


This position is well supported by the testimony of numerous other 
witnesses. While shopping centers as such became an important 
factor in the movement toward the suburbs immediately after World 
War II, their great growth has taken place during very recent years. 

It is significant that some witnesses, such as James E. Allen, pres- 
ident of the National Association of Wholesalers, referred to a state- 
ment by Mr. Bruce P. Hayden, head of the mortgage and real estate 
department of the Connecticut General Life Insurance Co., who sug- 
gested that life insurance companies should give greater consideration 
to leases by ‘‘the experienced local merchant with adequate financing 
and a good following, but without an AAA balance sheet * * *.’’® 

These witnesses neglected to quote some of the cautions expressed 
by Mr. Hayden which are included in the record of the hearings. 
Mr. Hayden, in a talk at the University of Connecticut, Storrs, on 
wes we tees before a subcommittee of the Select Committee on Small Business, “Shopping Centers, 
§ Op. cit., hearings before a subcommittee of the Select Committee on Small Business, ‘“‘Shopping Centers, 


1959,” p. 126 
9 Op. cit., p. 19. 
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October 7, 1958, portrayed the real problems which confront not onl 
insurance companies, but prospective tenants themselves. He said: 







INEXPERIENCE 







My other basic conclusions are so closely interrelated that 
perhaps it is one conclusion: The industry is suffering from 
far too many inexperienced people in the business; and it is 
currently suffering from considerable overproduction, partic- 
ularly in the intermediate or community size center. 

To oversimplify the ‘‘too many inexperienced people” 
statement, there are too many builders in the shopping center 
business. We have seen almost every tract house builder 
save out a piece of ground, usually too small, on which he 
is going to put his shopping center. This is to be not only 
his crowning achievement as a builder but also it is to finance 
his retirement, including trips to Europe. In very few in- 
stances does the housebuilder have much conception of how 
to go about developing a shopping center. Too often he 
thinks in terms of dividing his lot in thirds parallel to his 
main street, and then paving the front and rear thirds to 
sandwich a strip of stores built in the middle. He knows 
little of leasing, nothing of merchandising, has never heard 
of center promotion, and figures his job is done when he 
completes the building and turns over the keys to his tenants. 




















TOO MANY AMATEURS 






With so many amateurs willing and eager to make deals 
on centers of this kind, it is not surprising that the pros who 
have been doing the leasing for the chainstores have been 
able to have a field day. Base rents have been beaten down 
to the point where even the amateur is beginning to wonder 
how he can possibly come out on a deal. Percentage clauses 
have been weakened. Concessions have been made; all for 
the sake of getting a chainstore lease. Deals have been 
offered to chains almost on a “can’t lose” basis. Rentals 
have been made so cheap that even a weak operation will 
prove to be no drain on the corporation and an occasional 
strong store may be highly profitable. 

The presence of too many amateurs in the field extends 
into the financing. I think our own insurance industry, 
which has furnished most of the money for center develop- 
ment, has been guilty of doing many things it shouldn’t do. 
Our principal shortcoming has been in our willingness to 
finance almost anything that could get sufficient chainstore 
leasing to cover debt service. My own opinion, which I 
know will be considered heresy by most life insurance lending 
officers, is that we have done ourselves and our developers a 
great disservice by our emphasis on high percentage chain- 
store leasing. 

























* * * OVERPRODUCTION 











That in many areas there is current overproduction of 
shopping centers, particularly of the intermediate type, is 
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obvious. Perhaps the outstanding example I saw on my 
recent trip was in a Texas city where within a 3-mile radius 
there are five shopping centers of community size—100,000 
to 200,000 square feet. At the moment a new regional cen- 
ter with two large branch department stores is to be opened 
squarely at the hub of the 3-mile circle. The five existing 
centers were already struggling to fill vacancies and to show 
a profit even before the regional center was announced. In 
my opinion, they face a major struggle for survival. For 
that matter, prospects for the regional are not as bright as 


they ought to be because of the existence of so much compe- 
tition on all sides. 







































FUTURE TRENDS 


The last of my conclusions is that the business is still in 
an evolutionary state. These are the trends I see: 

First, for the intermediate to larger size centers the mall 
type seems to be winning out handily in most areas. There 
are large strip centers still being built and there are a few 
cluster centers being planned. But generally speaking, the 
mall is preferred for reasons of compactness, simplicity, over- 
all economy, and greater merchandising impact. 


* * * RECOMMENDATIONS 





* * * Aside from largely limiting our interest to the largest 
and smallest centers, my other recommendation will be that 
we no longer even give consideration to financing amateurs. 
This simply is too big a game with too high stakes for the 
amateurs to have any future position in it. Those who do 


get into it, and those who finance them, are almost certainly 
headed for trouble.” 


Another witness from the insurance industry, Mr. John G. Jewett, 
of New Jersey, vice president of the Prudential Insurance Co. of 
America, also confirms the fact that in many cases shopping centers 
have been built without much regard as to whether they represent 
sound developments for the promoters, the lenders or the retail mer- 
chants who will ultimately be responsible for the leases as well as in 
terms of their ability to earn a satisfactory living from their participa- 
tion in a shopping center. Mr. Jewett testified as follows: 


Remember, we are working entirely, and make our com- 
mitments on something that has not been built, has not been 
created, is not in existence. We hope that everybody will 
go there and shop. We do not know that everybody will go 
there and shoo. 

I don’t suppose that any shopping center ever developed 
entailed more research than Roosevelt Field. We made the 
loan on it. They have many vacant stores and small busi- 
nessmen are not rushing into the center." 








It is significant that in this instance there are many vacant stores 
and small businessmen are apparently not interested in taking space 


1 Op. cit., pp. 166, 167, 169, 
Ul Tbid., p. 144. 
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in this particular center. Similar testimony was presented by others 
who have studied the problems of shopping centers. Mr. Morris L. 
Sweet, instructor in marketing at the College of Business Administra- 
tion of Lehigh University, in an article which appeared in the Journal 
of Marketing for April of 1959, wrote: 


An extremely important concession to be observed in 
tenant-selection policy is the creation of ‘certain types of 
restrictive covenants protecting the tenant against certain 
types of competition.” This gives selected retailers the right 
to veto any prospective tenant. 

Gimbel Bros. has the right to approve all prospective 
tenants at the Cross County Center, Yonkers, N.Y. Macy’s 
was unable to take over the John Wanamaker store at this 
center. The rental asked may have been too high, or key 
tenants in the center may have disapproved of Macy’s as a 
fellow retailer. If Macy’s was vetoed, the action is para- 
doxical in the light of later developments at the Roosevelt 
Field Shopping Center in Long Island.” 


The fact that Macy’s experienced difficulty in securing space in the 
Cross County Center, which was developed by Mr. Sol G. Atlas, 
president of Sol G. Atlas Realty, Inc., Yonkers, N.Y., who has been 
particularly critical of the policies of insurance companies, suggests 


that the problem of entry is certainly not necessarily confined to small 
business firms. 


IV. OvERBUILDING 


There was general agreement on the part of experienced builders and 
those responsible for financing of shopping centers that overbuilding of 
shopping centers can become the most serious problem for future 
tenants as well as for merchants in and out of shopping centers pres- 
ently located in the general area of a new shopping center. 

Mr. Bruce P. Hayden, already referred to, in an address before the 
Chicago meeting of the International Council of Shopping Centers, 
Inc., on April 7, 1959, said: 


What are the mistakes we see being made and that cause 
us, as lenders, concern? The first and most serious is over- 
development of shopping centers in many areas. As an ex- 
ample, we were asked to look recently at a proposed center 
here in the Midwest. It was being developed by one of our 
very good borrowers, a man in whose judgment we have a 
great deal of confidence and whose business and good will we 
want to retain. We find, however, that within a radius of 7 
miles of his corner there are not 3, not 5, not 7, but 11 shop- 
ping centers of regional or community classification which 
are definitely in the planning stage. Not all of them will be 
built, but it seems to us that there will be sufficient over- 
production of this category to make the success of any of 
them questionable. We are quite possibly wrong about this; 
in fact, the odds in favor of our being wrong might be as high 
as four out of five. Four out of five odds in our favor are not 
adequate, however, for the investment of trust funds; when 


13 Op. cit., p. 179. 
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we consider our chances for profit are limited to simple in- 
terest and our money back, our chances for loss are very 
sizable.” 


Mr. Jewett further stated that: 


I think you will get a tremendous growth in shopping 
centers and other types of retail stores that are unnecessary. 
Eventually, they will cut each other’s throats. 

Where I live there were seven shopping centers proposed 
within a quarter of a mile of the main Rishway, within a 
distance of about 6 miles. That was 3 yearsago. If all had 
coe ahead, these seven shopping centers of various sizes and 

inds in that little area, which could not possibly support 
them, there would have been many bankruptcies. I am glad 
to say that most of them seem to have died on the vine." 





Mr. James W. Rouse, president of James W. Rouse & Co., Inc.; 


who has been responsible for the development of many shopping 
centers, also referred to the possibility of overbuilding with disastrous 


results for everyone concerned. He testified as follows: 







The other thing that I think should be given careful atten- 
tion by the committee is the potential impact on the inde- 
paves merchant himself of a program such as this insured- 
ease program, which would cause a vast and potentially less 
responsible increase in shopping center development. 

If there is going to be a program unleashed which causes 
a great many new people to be financible credits, then we 
have taken away the thermostat which controls retail expan- 
sion. We have released some of the pressures that have 
limited retail expansion. We have made people financible 
who otherwise weren’t. 

We therefore make it easier for people in my business to 
develop shopping centers. We cai to promote the develop- 
ment of more shopping centers. 

It may accommodate one independent grocer in a larger 
store than he could otherwise support or one independent 
druggist, but it may also be attacking three, four, or five, or 
six neighborhood grocers and druggists. Everybody is not 
going to be accommodated in new space.” 


V. SHoppine Centers Versus Downtown LocaTIONS 


Some witnesses attempted to give the impression that there were 


unusual difficulties for the small merchant in finding a location in a 
shopping center that did not exist in downtown locations. 
testimony of Mr. Jewett, vice president of the Prudential Insurance 


Co. of America, is illuminating. He said: 










8 Op. cit., pp. 171, 172. 
% Op. cit., p. 143. 





I think there are several ways of looking at it. As I 
suggested here, the shopping center is transplanting part 
of Main Street to a suburban section, an untried suburban 
section. 


bid., p. 75. 


Again, the 
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You will find that 70 percent of your tenants on Main 
Street, in a 100-percent area are shining and department 
stores; 30 percent small businessmen. You should expect 
to have about the same ratio in Main Street transplanted. 

The so-called small tenants on Main Street will be found 
in the shopping centers. 

The small tenant who is trying to get into the shopping 
center unsuccessfully has often never been on Main Street. 
He would like to be on Main Street. And I think the shop- 
ping centers are giving him thousands of opportunities that 

e otherwise would never have to get on Main Street, because 
if the shopping center does not materialize he will not get 
on the main street downtown until somebody goes out of 
business on Main Street to give him the opportunity."® 


Mr. James W. Rouse took a similar position. He testified as 
follows: 


* * * Tf we examine the existing old-fashioned subcenters 
that have grown out of natural forces over a period of years, 
we believe the percentage of chains would be smaller, but 
that it would fall very close to the proportions as they exist 
among shopping centers. In other words, what we really 
believe is that the phenomena that is being dealt with by the 
committee is not the phenomena of the shopping center but 
of financing real estate, of whatever kind it is, wherever it 
is, and, also, of business growth in merchandising and of 
the other elements that go into business locations and 
business and industrial growth.” 


VI. Downtown Locations Provine Lenpers Wirn A GREATER 
DerGREE oF Prorecrion THAN PROPOSED SHOPPING CENTERS 


The testimony clearly shows that in many cases builders of shopping 
centers acquired completely undeveloped land and hoped through their 
enterprise and by obtaining substantial leases to create an equity for 
themselves. The element of risk is certainly sizable in any enterprise 
of this nature. On the other hand, in considering a lease for a down- 
town location, the character of the neighborhood and the fact that 
buildings with a substantial value are already in existence, greatly 
minimize the risks of any potential lender. 

‘ oo point was developed by Mr. John G. Jewett, who testified as 
ollows: 


Mr. Fotey. In building downtown, do you make the same 
requirement with respect to leasing? a3} 

Mr. Jewett. No. In downdown each case is an individual 
situation. Let us say you have three big chains in one block, 
and an application comes in on the remaining one parcel on 
Main Street, between a big department store and a big chain, 
you could make a loan on that without credit support. It is 
an established area. It is in business. You want to make 
sure, however, before you make that loan that that area is not 


slipping. 


4 Op. cit., p. 141. 
 Ibid., p. 54. 
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We have a case of a very nice—and I say very nice—two- 
story building once occupied by Grant right on the main 
street of Philadelphia, right on Market Street—in the heart 
of a 100 percent area with a 5 and 10 on one side of it, with a 
very fine ladies’ wear store on the other, but Grant moved to 
the corner, into a new building, one they built for themselves. 
Their lease expired this year. We have rented their old 
space, as warehouse space, for less than out in the industrial 
area, getting about 75 cents a square foot. It consists of u 
basement and two floors and a loading dock. For the time 
being that is the best that we can hope for. 

The store is going to be used as a warehouse, with no retail- 
ing. Yet it is right in the middle of one of the finest retail 
sections you have ever looked at. 

We think that within a few years this condition will have 
corrected itself, because the big stores downtown are starting 
to pick up after their rapid decentralization of sales to the 
suburban shopping centers.” 


VII. Lease InsurANCE FINANCING AS PROPOSED IN THE Magority’s 
VIEWS 


The problems presented strongly support the inadvisability of au- 
thorizing any system of FHA-type lease insurance. This particular 
suggestion was reviewed by the staff with almost every witness. In 
the case of the major lenders, they took an unequivocal position in 
opposition to this approach. While it would benefit lenders, specula- 
tive builders, and some merchants, it would transfer most of the risk 
to others, and lending agencies would undoubtedly lower their stand- 
ards in appraising the ultimate success of a proposed development. 

Mr. Jewett testified as follows: 


I see no reason why such a program would not, as has been 
testified to yesterday, be of great benefit to shopping center 
developers, especially for the speculator and the uninitiated, 
or the amateur. Certainly, it would be a great boon to the 
insurance company lenders, such as ourselves, who take so 
much of the responsibility. This would take the responsibil- 
ity off of us entirely. 

If I did not have to worry about any tenant in any shop- 
ping center it would be a very happy situation. 

I do not recommend it.” 


Shopping center developers, too, are opposed to lease insurance 
since they realize that Government-guaranteed funds cannot be ob- 
tained without some measure of accompanying control and regimen- 
tation. 

Mr. J. David Gladstone, general partner in Gladstone & Co., of 
Los Angeles, in a letter addressed to the committee, stated that: 


Now as to whether Government-insured small tenant 
leases is either desirable or workable, that is altogether an- 
other story. I do not believe from my own experience and 
knowledge that it could be. First, owners and developers of 


4 Op. cit., pp. 141, 142. 
# Op. cit., p. 142. 
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shopping centers are a peculiar breed; we are mainly crea- 
tive people who have gone about solving congested traffic 
and so forth with our own ideas and taking our own risks. 
I do not think that a developer would want, in the shopping 
center field, to build his center to specifications imposed by a 
governmental agency as is the case with FHA and VA insured 
housing loans. 

If private means could be set up for the purpose of bonding 
leases for small tenants who have less than AAA~1 ratings 
and if lending agencies would accept such bonding in lieu of 
AAA-1 ratings, then such would be infinitely preferable to us 
as owner-developers. 

Bear in mind, too, that even now we have many small mer- 
chants such as barbers, beauty parlor operators, bakeries, 
optometrists and the like in our centers. We also have a 
number of smaller chain tenants with less than AA A-1 ratings 
in our centers.” 









Mr. Richard L. Nelson, president of the Real Estate Research 


Corp. of Chicago., Ill., an authority in the development of shopping 
centers, also opposed a lease guarantee program because he believes 
that it would ultimately react unfavorably for the small merchant. 


He said: 


# Op. cit., p. 238) 





I have three somewhat technical suggestions that I would 
like to make to the committee with your permission. If 
there is an assistance program or guarantee of lease program, 
I think one thing that is very important to look at carefully 
is the definition of small business in the retail field. A smail 
business in the retail field is not gaged only by the total sales 
which they make, but is affected very substantially by the 
amount of markup which they can take on their merchandise, 
and, therefore, by their gross profit. A food market doing a 
million dollars a year, we will say, with as little as 8 percent 
markup, which is not unusual, would be truly a small business 
in the sense that he would have only $80,000 difference 
between the cost of his merchandise and the amount that he 
sells it for, to pay his rent, contents insurance, if he has that, 
to pay his salaries, to pay for his advertising, and for what- 
ever profit that would accrue to him. 

Whereas, the other extreme for example, a jewelry store 
that might have as much as a 40 percent markup that was 
doing a million dollars would have a gross profit of $400,000 
and would be a much larger business than a food market 
with the same total sales. 

So I think that markup and hence gross profit is something 
that has to be contemplated in the definition of small business 
as well as the total amount of sales. 

Secondly, it is a fact that there have been a larger number 
of apparent failures and declines in business in independents 
which had a strong personality at the head of the business, 
who was a very effective merchandiser. When he retired 
or something happened to him, the business has gone down 
very substantially. This is a relatively common occurrence 
as I am sure you know. 
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I think that there should be some requirement that the 
independent or small chain develop some plan for continuity 
of management in the event something should happen to the 
single person who was the sparkplug behind it. cust what 
form this would take, I would not know, but I think that he 
should be required to produce at least some plan for con- 
tinuity in case something should happen to him. 

A third suggestion I’d like to make is this: If there is some 
sort of a guarantee program, there are bound to be two effects 
from it. One is to increase the relative proportion of inde- 
pendents and small chains in most shopping centers. 

A second effect, very clearly, would be to increase the 
number of shopping centers. I think it would tend to 
increase somewhat the danger of overbuilding in certain 
areas. Therefore, I would strongly recommend to the com- 
mittee that any legislation amalaiaie a guarantee program 
carry with it some requirement that there be some sort of 
thorough study and analysis of the need for new retail 
facilities in any area in which there is contemplated a 
guarantee of a lease.”! 


Once again, the testimony clearly shows that a Government agency 
would have to exercise supervision and control which, in and of itself, 
would be discriminatory to some merchants if a guarantee program 
were authorized. 


VIII. AvarLABiInity oF FINANCING 


The hearings strongly support the fact that the principal source of 


funds for shopping centers as well as other construction projects are 
the life insurance companies of this country. The Institute of Life 
Insurance, in its 1959 factbook, shows that at the end of 1958, US. 
life insurance companies had total assets in excess of $107 billion.” 
They owned commercial real estate of all types in the amount of 
approximately $2 billion, or less than 2 percent of their total assets. 

hey also financed through mortgages which they owned over $37 
billion of construction projects of all kinds. However, when non- 
commercial properties are eliminated, the total mortgages on com- 
mercial properties of all kinds, including downtown locations, total 
only $8.6 billion.** 

It would appear that more participation in the financing of shopping 
centers aa be secured if builders and promoters were in a position to 
accumulate greater equity capital. This problem can only be met by 
changes in our tax laws which will encourage capital formation, par- 
ticularly by the small businessman. Today, he has great difficulty in 
financing and establishing his business. If it is successful, taxes 
siphon off a portion of his earnings. Estate taxes may very well 
make his lease commitments impossible to fulfill, and even though he 
has secured a competent successor, after the payment of estate taxes 
there may be ineulicient capital funds to carry on the enterprise and 
make the lease commitment secure. 


% Op. cit., pp. 103, 104. 
a of Life Insurance, Fact Book, 1959, p. 92. 
% Ibid. 
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This factor, more than any other, accounts for the reluctance of 
lenders to pledge their credit to firms whose existence over a long 
period of time may well be placed in serious jeopardy. This is par- 
ticularly true when insurance and pension funds are involved, and it 
explains the preference of insurance companies for leases to large 
firms with multiple outlets who are in a position to fulfill their obliga- 
tions regardless of the success or failure of a particular store in a given 
shopping center. 


IX. Smauzu Bustness INvEstMENT CoMPANIES 


The subcommittee’s efforts were worthwhile as one novel suggestion 
was advanced. Mr. Douglas Rees, of Rees, Thomson, Scroggins, 
Inc., realtors of Minneapolis, Minn., suggested that some of the 
problems confronting small business firms could be met without 
creating any new Government agency by encouraging qualified small 
oo investment corporations to guarantee leases. He testified as 
ollows: 


Mr. Ress [sic]. I personally think it might be very possible 
to use the medium of this new SBI, the investment corpora- 
tion, as a source of guaranteeing loans on projects which 
could be committed ahead of time to the local tenant in a 
form where that commitment could be endorsed to the mort- 
gage lender, but the loan not be made until it is needed or if 
it is needed—and you wouldn’t find it needed many times. 

* * * Mr. Foitny. How would you propose that they 
could commit part of their investment to a retail merchant 
and make a return on it? You see, they are only authorized 
to do one of two things: make equity capital available or 
make loans. 

Mr. Regs. I realize that the local citizens who furnish the 
initial stock capital are going to have to be pretty abnor- 
mally business minded and eleemosynary to do that without 
asking for some normal yield from it on their share. 

And I realize that the Government does not want to be 
furnishing its share of these funds by the debenture route as 
provided in the act here, without reasonable expectation of 
getting even, because the Government has got to borrow 
money and pay interest the same as anybody else. 

I do think this situation may be critical enough at this 
time so that a portion of those funds which the Small Busi- 
ness Investment Corporation was willing to earmark for 
lease guarantee loan commitments, might be spared for a 
reasonable interval from a yield cost charge by the Federal 
Government, not all of it, but part of it. 

I think it is perfectly possible that the guarantee loan funds 
might represent onl half of the tenant’s loan obligations 
and I think that if the Small Business Investment Corpora- 
tion were to be used for that purpose, among others, that 
certainly the tenants who are benefiting by it should be 
required to buy a substantial part of the stock—I don’t mean 
a major part, but, if you like, 5 percent each—in other words, 
they can’t have cake without effort, but it seems to me by 
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some device like that, and it might be a lot simpler than the 
complicated FHA type of insurance system, perhaps we 
could in a very ieee way test this out. 

We might add just enough sweetness to those good local 
leases so that, combined with the very salutary effect that I 
imagine that these hearings might have on mortgage lend- 
ers—and I suspect that they are going to follow and read 
this testimony pretty hard; I would, if I were a mortgage 
lender—we might get this in rather a painless way; that is, 
the mortgage lender would do two things. 

First, he would be willing to say that he only requires the 
guaranteed minimum of the AAA majors which cover 
operating expense and interest—in other words, he will look 
either to the local tenants or to the probable bonuses for 
his principal repayment, or else he would say, “Yes, I will 
now include, for two-thirds value if you like, such local 
tenants as have been qualified by that SBIC and who have 
shown their good faith in that qualification by buying stock 
in that guarantee project.” * 





X. SHoppinc Centers Were Forecast 30 Years Aco 






The hearings conducted by the subcommittee on shopping centers 
were obviously directed at the fact that in recent years these outlets 
have assumed a major role in the distribution process. However, 
students of distribution long ago recognized the impact that the auto- 
mobile would have on downtown locations because of the problems of 
parking. 

Prof. Paul D. Converse, of the University of Illinois, in a book 
entitled “Selling Policies’ published in 1927, said: 


* * * In selecting an outlet, the automobile should be con- 
sidered. As already indicated, it has led to the development 
of roadside stands, which are good outlets for refreshments, 
and for automobile and tourists’ supplies. First, it takes the 
city people to the country and may increase the sales of the 
village stores. Second, it takes the country people to town 
and gives the trading center stores an opportunity to secure 
a larger proportion of the shopping trade than they have had 
in the past. Farmers are not, however, going to town regu- 
larly for all their purchases. Third, it takes the salesmen to 
the country. The merchants have many more calls from 
salesmen than formerly. This gives them a chance to buy 
a greater variety of merchandise, to keep fresher goods, and 
to turn their stocks oftener. The motortruck enables the 
rural merchant to get his supplies more frequently and more 
quickly. Fourth, it makes trade mobile. People from A go 
to B, while people from B go to A, when they do not find 
what they want at home, or when they want an excuse for 
driving to another town. Fifth, it is tending to build up out- 
lying shopping centers in the large cities, due to the traffic 
congestion in the downtown sections. The outlying shop- 
ping centers are advertising, “plenty of parking room,” or 

















# Op. cit.,‘‘Shopping Centers, 1959,”” pp. 159, 160. 
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“‘no restrictions on — The seller of shopping goods 
perhaps may do well to give more attention to the suburban 
stores. These are the influences that appear to be effective 
at the present time. Paved roads, automobiles, and traffic 
congestion are too new to allow any very definite generaliza- 
tions to be made. The seller should watch developments 
carefully.” 


XI. Conciusion 


The Congress has endeavored to meet the serious shortage of equity 
capital for small business through the authorization of special legisla- 
tion to establish small business investment corporations. This 
procedure appears to be a more responsible method of meeting 
whatever needs may exist to facilitate worthy merchants to secure 
space in shopping centers without involving the Government in a 
new lease insurance program. The mere fact that lease insurance 
on commercial properties is not available from normal sources, 
although it may be obtained on apartment houses and dwellings 
should the tenant or mortgagee die or be permanently disabled, shows 
the difficulties inherent in administering any such program. 

For these reasons, I strongly urge that every attempt be made to 
encourage private financing of merchandising outlets. The Congress 
can play an important role in this endeavor by assisting in the forma- 
tion of greater equities through Government economy and the 
reduction of burdensome taxes. 


ANDREW F. ScHOEPPEL. 


* Converse, Paul D., “Selling Policies,” Prentice-Hall, Inc., New York, 1927, p. 338. 
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